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Abstract

This study explores the organization and managewfethie innovation process in Irish
food firms, with a specific focus on the internaldaexternal interactions across the
different phases of the innovation value chain.gRécesearch highlights the benefits of
open innovation. However, many firms don’t practgeen innovation or only leverage
external resources and skills to a very limitedeekt and prior research using
Community Innovation Survey (CIS) data suggests tifia is particularly the case for
Irish firms. In this study the organization and mgement of innovation activities of
Irish firms is analysed using CIS data and intesvéata from eight Irish food firms. In
each firm multiple senior managers are interviewbdut the origin of an innovative
idea, the management of the innovation, and the oblexternal organisations in the
innovation process. The analysis suggests thabrigpnisation and management of the
innovation process is contingent on both the stagthe innovation process and on
managerial perceptions of the risks associated wjian innovation. Contributions
include extending existing research on open innoraby using the innovation value
chain to show that the nature and extent of opennéshe innovation process varies
within a firm across the different stages of thugachain. Additionally, the context for
the research, food firms, is under-represented esearch on the emerging open

innovation paradigm.

Keywords: Open innovation; Innovation value chain; Irishddoms
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1 INTRODUCTION

1.1 Research Background
Innovation

This study explores openness in the innovation geecin Irish food firms.
Innovation may well be regarded as the single nmogbrtant activity for organizations,
owing to the potential benefits that can be accrbgdpracticing it (Ahmed and
Shepherd 2010). It follows logically that the gezxahe variety of available ideas, skills
and resources, the more there are possibilitiggadfucing advanced and sophisticated
innovations (Fagerberg et al. 2005). Consequerdly, an emerging innovation
management paradigm, open innovation is regardedvasy to enhance the innovation

capabilities of firms.

Innovation is an important tool for the functioningfirms in different industries
and in the last century almost all economic groedin be drawn back to innovation
(Baumol 2002). There are a number of definitiongnabvation but Peter Drucker, one
of the most influential authors in this area, de§imnnovation as a ‘change that creates a
new dimension of performance.’ Innovation may imgotleveloping new products, new
methods of production, new sources of supply, #tpdogtation of new markets, or new
ways to organize business (Schumpeter 1934). It beayabsolutely new, so called
radical innovation, or it may be an incrementalavattion that is an adaptation of an
existing product or way of functioning. Innovatican be regarded as the core process
within an organization associated with its rejum@rg it renews what the company
offers and how it creates and delivers that offg(ifidd et al. 2001).

However, it has also long been recognised thatvatian is a complex, uncertain
process that is often disorderly and is subjeath@anges (Kline and Rosenberg 1986).
This complexity makes it challenging for managersrtanage it and for scholars to
understand it. Tidd (2001) noted that several desaof research into innovation
management have not been able to outline clearcansistent findings and coherent
advice for managers. The recent changes in theinvepyation is being practiced, with
its opening up and increasingly collaborative matuthe need for exploring the

innovation process has become even more important.

Traditionally, R&D was conducted internally withomganizations. Firms engaged

in developing their innovation capabilities withmdst care so as not to display any



knowledge or company secrets to people outsiddeffitm (Ahlstrom 2010). There
were only few exceptions to this, when collabonagion industries occurred for
technology transactions (Lichtenthaler and Ernsi220 In recent times however
organizations have started to interact more withpjee outside of the organization for
innovation purposes with the aim of leveraging sbaesources and skills in the case of
collaborative innovations (Athreye and Cantwell 2D0rhis further advances the need
for understanding the innovation process and ekgothe extent of openness in the

innovation process.
Open Innovation

The need to collaborate with external partners nnovation is significantly
underlined by increasing globalization. This depeh@nt has resulted in increased
competition, increased mobility of skilled workeaad, consequently, shorter product
life cycles, smaller profit margins and higher gglChesbrough 2003). He argues that in
order to meet these challenges, firms must speeiati one domain, spread the risks
and develop new products and services quickly amaro efficient scale by way of
collaborations. As a consequence of this spect@izafirms on the one hand need to
rely on the input from other companies in ordediscover new combinations. While on
the other hand they have to become more attrattivexternal partners, for their
specialized know-how, technology, efficient prodoictscale and brand names. This
‘mutual attraction’ can lead to the developmentefv products, services or markets
collaboratively, by firms making use of each oteekhow-how, technology, licenses,
brands or market channels. This phenomenon of asorgly networked process of
innovation in which companies profit from externahowledge is called ‘open
innovation’, a paradigm that assumes that orgamatcan and should combine
internal ideas, external ideas and paths to maakedrganizations look to advance their
technologies (Chesbrough 2003).

Advantages of this strategy are that firms can make of pooled human
resources, technology and customer informationsé&hean result in speeding up the
innovation process, spreading the risk of innovatfailure, reducing the costs of
technological development or market entry and imp@ the achievement of
economies of scale in production (Parkhe 1991, Rimd)Van de Ven 1994, Tidd et al.
2001, Rigby and Zook 2002). Additionally, other ionfant organizational benefits can
result from the exposure to external sources dfrtelogy, such as in-house researchers

are challenged with new ideas and different petspes; an element of ‘peer review’



for the internal R&D function is introduced, whican result in development of new

knowledge and creation of synergistic solutionsldTet al. 2001, Hardy et al. 2003).

The concept of open innovation is fast emergingaagey determinant of
competitive advantage of firms (Chesbrough 2003sBlough and Crowther 2006). In
the decade since the term was coined by Henry @egb in his book, ‘Open
Innovation: The New Imperative for Creating and ffirg from Technology’, open
innovation has become one of the key research dopicinnovation management
(Huizingh 2011). However, despite this scholarlyerest, the understanding of how
firms practice open innovation is under-developafhile studies widely acknowledge
the positive outcomes of practicing open innovati@search on the way firms practice
it and the extent to which they are open in themowvation activities is still developing
(Enkel et al. 2009, Van de Vrande et al. 2009), énmv its scope to date has been
limited. A more comprehensive understanding of phecess of innovation, as firms
open up is required to benefit from the conceptluding a better understanding of the
‘why’ and the ‘how’ of practicing open innovatiokloreover, owing to the complexity
of the innovation process, the extent of opennessrnovating needs to be analysed

individually at each stage of the innovation praces

This study explores the innovation process in firgmsl examines the extent to
which the innovation processes are open. This dedua focus on the understanding
firms have about opening up their innovation precéise way innovation is structured
and managed; the interactions firms have with ezlgparties for their innovations and
variations in these interactions as the innovapfimygresses. Hansen and Birkenshaw’s
(2007) innovation value chain (IVC) framework isedsin this study to analyse each

stage of the innovation process.

By exploring the innovation process and by exangriime extent of openness of
the different stages of an innovation from concealiation to commercialization this
study seeks to develop insights on how organizatcan benefit from the emerging
open innovation management paradigm. In doing ttesstudy aligns with Ireland’s
national ambition of developing as a smart econaony the basis of creativity,

collaboration and innovation.

1.2 The Research Objective

The objective of this study is to explore the inatbon process in firms, with a specific

focus on the extent to which these processes ae. op



The objective is studied by first exploring in anmer of firms how the innovation
process is organized and managed? The approach take study a significant
innovation identified by the respondents withoytrabe, seeking to identify an open
innovation. The organization and management ofitim@vation process in firms is
studied in terms of, setting up of innovation ohlijexs, formation of innovation teams,
resource allocation, involvement of senior managarsl the internal and external

interactions firms engage in for their innovations.

Second, the extent to which the innovation procesgpen is explored in terms of the
IVC. Innovation being a complex, uncertain and saiveg disorderly concept, must be
viewed as a series of changes in a complete sy#ene and Rosenberg 1986). Doran
and O’Leary (2011) suggest that the IVC capturesdistemic nature of the innovation
process and highlights its structure and complexitgnsen and Birkinshaw’s (2007)
IVC framework is therefore utilized in this study éxplore the extent to which the
innovation process is open in firms. Focusing imlally on each stage of the
innovation process from conceptualization to conumadization as the innovation

advances this study explores if internal and exdeimeractions take place during the
innovation process; the extent of these interastamd the variations if any during the

different phases of the IVC as the innovation pesges?

This research objective and questions are expiardte context of Irish food firms.

1.3 The Research Context

The context of this study is the Food and Beveiadastry in Ireland. With the aim to
focus open innovation research in a non-high texdtos, Ireland's largest indigenous

industry, the food and beverage sector is seldotetthis study

1.3.1 Importance of Innovation in the Irish Context

Recent reports from the lIrish government repeatedisert that research and
innovation are of major importance given their poE role in contributing to
economic recovery, competitiveness and growth. Aliog to these reports, research
and innovation are the key determinants for Irelasdccess as they help deliver jobs,
prosperity, quality of life and global public goodBhey generate the scientific and
technological breakthroughs needed to tackle thenirchallenges facing society, and

investment in this area also leads to business rappbes by creating innovative



products and services. Recognizing research amavation as the key to economic
recovery the government has placed it at the ceoftiégs 2020 strategy to promote

smart, sustainable and inclusive growth.

Government reports like EU Framework ProgrammeRiesearch and Innovation:
Ireland’s Strategy and Target for Participation(22020) (Horizon 2020); Sharing our
Future: Ireland 2025 (2009) and Strategy for S@efiechnology and Innovation 2006-
2013 (2006) outline Ireland’s ambition to becomleader in innovation. With the goal
of developing an innovation-driven economy thatmteins competitive advantage and
increases productivity, the Government recogniBes/alue that investment in research,
development and innovation represents. This isrlgleeeflected in the Social
Partnership Agreement, towards 2016, and in theentilProgramme for Government.
The National Development Plan 2007-2013 (NDP 2@®d) the Strategy for Science,
Technology and Innovation 2006-2013 (2006) detditesd Government’s orientations
in relation to science, technology and innovatiod ahe mechanisms for achieving

them.

Building Ireland’s Smart Economy: A Framework fous®ainable Economic
Renewal (2008) emphasises the lIrish governmentisfoon building Ireland as a

‘Smart Economy’it outlines that —

“A key feature of this approach is building the awation or ‘ideas’ component of
the economy through the utilisation of human capitdoe knowledge, skills and
creativity of people - and its ability and effeetiess in translating ideas into

valuable processes, products and servicé2008, p.7)

To facilitate the development of Ireland as a sreaonomy, the government in
2009 appointed anlrinovation Taskforce’The Innovation Taskforce suggested the

requirements for transitioning into a smart econemy

“What we need to do now is to place innovationret heart of enterprise policy.
Our future economic success depends on increaswvgd of innovation across
all aspects of Irish enterprise — from large Irislined multinationals to foreign
multinationals located here to established Smatl Medium Enterprises (SMES)
in services and manufacturing, as well as start-apd existing companies with

high growth potential.”(Report of the Innovation Taskforce 2010, p.2)

The government also recognizes that collaboratiod eo-operation between

firms is a fertile source of innovation. Focus afficiencies that deliver a competitive



edge can be achieved by networks of firms, pubtistitutions and educational
institutions. The government therefore increasinglyects its policies towards
stimulating and supporting networks of enterprisesl other innovative forms of
collaboration, both domestically and transnatignalEnterprise Ireland (EIl), the
government’s development body responsible for #nebpment and growth of Irish
enterprises in world markets, through its Industeg Networks programmes, provides
funding for industry-led networks undertaking cbbbaative projects that contribute in
some way to national economic objectives. Anobuaty, Inter Trade Ireland helps co-
ordinate and develop all-island business netwankseictors that are considered to be
especially important for future economic growthgclsuas the health/biotechnology,
food, software, polymer and plastics sectors.

It can be concluded from the Irish innovation canhtéhat the government’s
agenda is focused on innovation and it is likelyréonain a national priority. As
innovation is a top priority for both businessed atate, research should seek to
advance the understanding of innovation and offactgal insight that may enhance
the innovation performance of firms. The objectiok this thesis, to explore the
innovation process and the extent to which thesegases are open is thus relevant to

both practitioners and policy makers.

1.3.2 The Food and Beverage Industry in Ireland

The food and beverage industry is Ireland'’s largebgienous industry in terms of
its impact on the economy. The sector’s gross drtnuaover approaches €22b. While
it directly employs over 45,000 on a fulltime basihen account is taken of agriculture
and ancillary employment, approximately 230,000 dependent on the sector. There
are about 1,000 food companies in Ireland, of wioear 90% are small and medium
sized enterprises (SME). The industry exports teral/70 markets worldwide, with
85% of the agriculture output in processed forng amrth over €8b. With a greater
regional spread than other manufacturing industridfee sector accounts for
approximately 10% of Ireland’s GDP (Food Researeiahd: Meeting the needs of
Ireland’s food sector to 2020 through research a@mbvation- Department of

Agriculture, Food and the Marine).

In its report, entitled Sharing our Future: Irela2@R5, (2009) Forfas (Ireland’s
policy advisory board for enterprise, trade, sogentechnology and innovation)

identifies the Irish food and drink industry as #ey sector offering growth potential,



strengthened by scientific and technological dgwslents. Furthermore, the report
points out that, the Irish agri-food industry walbntinue to be of significant strategic

relevance to the national economy.

The importance of the food and drinks sector imld&hing Ireland as a Smart
economy is also emphasised in Building Ireland’saBriconomy — A Framework for
Sustainable Economic Renewal (2008). The repotiines that as an indigenous,
export orientated sector the development of foodustry at all levels as a more
competitive, innovative, and sustainable sectou$ed on the market place and modern
consumer needs, will fit well with the vision of amovative, environmentally friendly

smart economy.

Owing to its impact on the economy, the sector ¥hjmcreasing government
policy attention. A total of €5,922b was spent aneSce, Technology and Innovation
over the course of the National Development Plad0(22013), while within this
figure, €641m (11%) was allocated to the Agri-Fodtksearch Programme
(www.fdii.ie). The main funding bodies for this food researclestment are Enterprise
Ireland, the Department of Agriculture, FisherieadaFood (DAFF), Science
Foundation Ireland (SFI), the Marine Institute (Mihd the Health Research Board
(HRB). Food R&D investment has increased steadigrahe last 5 years and this
includes funding for Teagasc research activitiesl@ding capital expenditure on an
animal science centre, functional food laboratorietinical trials facility and
nutraceutical research facility) and competitiveeaach programmes like FIRM (Food
Institutional Research Measure). These public rekearganisations investments have
heightened the national research base and incrélasedcilities infrastructure for food

research (Enterprise Ireland- Food Research Map)200

Enterprise Ireland, the largest investor in commadlyc focussed and industry
linked food R&D, promotes industry collaborativeogrammes such as Innovation
Partnerships, Industry-Led Research ProgrammesCamdpetence Centre initiatives.
Industry cluster and market led research are stggdry the latter two initiatives.
Innovation Vouchers, European Framework and Glétzatnering are other strategies
used to support company innovation. Enterprisah@lalso provides direct funding to
academia to develop commercially focussed techmeddgrough the Applied Research

Enhancement and Commercialisation Fund.

The potential of the sector depends on continuedntitment by companies to

research, development and innovation. To prospeérdavelop in the coming decade,



the Irish food and drink industry must itself be@nsmart’ emphasises the Food
Harvest 2020 report. This involves developing nearking relationships in the food
chain, channelling new product streams, directisgrésources at new markets and
augmenting levels of productivity and competitiveselThe report further suggests that
strong, dynamic linkages with public research oiggtions and sophisticated
technology transfer would be fundamental to comtiguan innovative environment and
improving competitiveness of the sector. If thetsets working towards getting smart,
it must invest in ideas, knowledge and skills, emage innovation and creativity, and
recognise new opportunities for collaboration asrtd®e food supply chain and with

other competitors.

1.4 The Research Methodology

The study uses data from two sources to develogtaileld understanding of
openness in innovation in Irish food firms — CiSadand interview data.

Firstly, Eurostat Community Innovation Survey (CE)08 data for Ireland was
used to study innovation in Ireland and the scdpepen innovation activities practiced
by Irish firms. Primarily focusing on the food sactand on the collaborations firms
engage in when innovating, the CIS data was usehatyse the objectives Irish firms
have when carrying out innovation; the innovatiativéties they engage in, such as
engagement in internal R&D, engagement in exteR&D, purchasing or licencing of
external knowledge and product or process innomatilbe external partners they co-
operate with, namely, other enterprises within yeamterprise group, suppliers of
equipment, components or software; clients or c¢usts, competitors or other
enterprise in your sector, consultants, commeri@bs or private R&D institutes,
universities or other higher education institutiom@vernment or public research

institutes; and their innovation output and exta#npenness.

Secondly, in order to further examine the innovapoocess in firms and to study
the extent to which these processes are open, skodtured interviews about a
significant innovation in eight firms from the foagkctor in Ireland were conducted.
The firms were grouped as medium-sized (Revenuem€®® €500m) and large
(Revenue above €500m), four falling in each catggoEighteen interviews with
multiple senior managers in the eight firms wereadicwted face-to-face or, in one
instance by telephone. The interviewees were sexsdhey held roles such as CEO,

R&D Manager, Marketing Manager or Innovation Marrage



The semi structured interviews were framed arotnedconcepts identified in the
literature. The interviews comprised of two elensefirst, the participants were asked
to identify a significant innovation that had oa&d in their organization. The first
section of the interview focused on gathering infation about this innovation in terms
of how it occurred, was developed and implementedy it was managed and how
exchange/flow of knowledge occurred with internalveell as parties external to the
organization. The second section of the intervieau§ed on getting information more
generally about how firms managed and measuredffaetiveness of their innovation.
The interviews were recorded and transcribed arditiadal information about the
firms was collected from the company websites amdgpreleases. The analysis of the
interview data was done using template analysibnigoe. Based on the research
objective, interview guide and an initial readinfj tbhe transcripts, a template was
developed representing themes identified in tha.dBte IVC framework defined the
template structure, as it comprises an end to ead wf the innovation activities
involved in the process, namely: accessing andingeknowledge, building innovation
and commercializing those innovations (Hansen arndridhaw 2007). Analysis of data
was done using the coding technique. Comparablecriggens and common
terminologies were identified and coded throughdhta. Detailed analysis of each of
the broad themes was performed so as to identdgessively narrower, more specific
categories within each theme. This initial temphates then applied to the whole data
set, and altered in the light of consideration afhretranscript. The template served as

the basis for interpretation of the data set, andHe writing-up of the cases.

1.5 Findings
Management of Innovation

The study finds that innovation is practiced intaugured manner in the Irish
food firms. Firms employ techniques like settingafpnnovation objectives, allocation
of budget for innovation purposes, formation ofigeated innovation teams, regular
cross departmental meetings and brain stormingiosess and measuring the
effectiveness of their innovations for efficientmagement of the activity.

The key objective Irish firms have for practicingnovation is improving the
quality of their goods and services. More firmsapicee internal R&D than external
R&D or purchasing or licencing external knowledgeghwiood firms being the most

active in this regard across sectors.



The study shows that while the range of innovatbjectives of firms is broad,
the manner in which firms measure innovation eifectess is mainly in terms of sales
achieved.

The study highlights that though innovation is agmhed as a common activity at
the firms, the onus of carrying it out and managiniies primarily on the marketing

department.

Extent of Openness

In terms of external interactions that the firmgage in, the study reveals that
firms generally collaborate with 1-3 external parsfor innovation, suppliers being the
most common collaboration partner followed by costcs. Competitors are the least
preferred co-operation partner choice and thederpatare consistent across sectors in
Ireland.

Measured by level of interactions with externaltiga; the extent of openness is
highest for food firms across sectors in Ireland anprimarily inbound. The study also
finds that firms with greater extent of openness lba expected to have high product
innovation output.

The study indicates that Irish food firms are s@ety open, as interactions take
place at all stages of the IVC as the innovationhas from conceptualization to
commercialization but the nature and extent oféheseractions vary at the different
stages of the IVC. The study illustrates that tret 6tage is the most interactive stage or
open stage of the innovation process. The developroe the conversion stage is
marked by minimum interactions, as competitive dhfamits the openness at this stage
of the innovation process. At the diffusion stageeiiactions are primarily limited to
engagements with customers.

The study also reveals that managers regard ekterteactions for market
orientation as synonymous with being open in themovation processes; and the
relative low level of openness in the innovatiomgass is reflective of managerial
perceptions about the activity of open interactifmmsnnovation activities.

As prior studies argue that the motivation with ethfirms practice innovation
varies across firms (Brown and Eisenhardt 1995%, study finds that different firms
have different notions about the concept of operowation. While interacting across
their supply chain is regarded as being open byesathers do not consider it as being
open unless it is coupled with an open innovaticategy.

With regard to the process of adoption the studgidithat the smaller firms that

were part of the research, practice open innovatgnan ad hoc basis while the larger
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firms more consciously practice open innovationivées. Nonetheless, Irish food
firms in general are more inclined towards prangdnbound open innovation than the

outflow of knowledge from the organization.

Overall, the study indicates that firms are sel@tyi open and follow a similar
pattern of innovation process, progressing throigigla generation, development and
launch stages with varying nature and extent oéradtions through these stages;
manage the activity by setting objectives, by fomgniteams, allocating budgets,
measuring innovation effectiveness and by frequetgrnal and limited external
interactions. In terms of the extent of opennesshefinnovation process, the study
shows that in the Irish food firms, the extent pepness is contingent on managerial
perceptions of open innovation and the stage oirthevation process as the innovation

develops.

1.6 Contributions

This study makes a number of contributions to timovation literature. First, the
study contributes to existing research that haglsioto measure the extent of open
innovation in Irish firms by showing that as measluby the level of interactions with
external parties the extent of openness in Irisimdiis low; that Irish firms practice
inbound more than outbound open innovation; argh Ifirms collaborate mostly with
suppliers and customers. Even though the levelpainannovation is low, the data
suggests a positive relationship between opennesshe product innovation output.
Relative to other sectors the extent of opennelgiest for the food sector, though the
number of external partners is still very low.

Second, while extant literature tends to discugsegvation processes as either
being open or closed, this study shows that intenas with external parties can vary
within a firm at different stages of innovation.ikg the IVC this study shows that the
extent of openness of the innovation process vavidsn a firm across the different
stages of the value chain. This has implicatiomshfov open innovation is researched
and for how organisations implement open innovatiéor example, managers may
need to vary how they seek to open the innovatimegss by stage of the innovation
value chain.

Third, this study contributes to research that saekexplain the adoption, and
particularly the slow adoption and barriers to aawyp of open innovation practices in

firms. This study highlights how managerial peraamt of external competitive threats
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limit the extent to which firms open up of theinovation activities. This finding may
extend the existing explanation of why firms may engage in some open innovation
practices. This study shows that extent of openok® innovation process in the Irish
food firms does not just depend on the stage oirthevation process within the firm
but that it is also contingent on the perceptiommagers have about the risks associated
with open innovation.

Fourth, this study contributes to the study of operovation by exploring how
the concept of open innovation relates to the conocef market orientation.
Notwithstanding arguments that open innovation dkl ‘wine in new bottles’, the
literature on open innovation has emerged largadgpendent of extant research in the
marketing field. Extant marketing literature detallow firms interact with external
organisations such as suppliers, customers, manuéas, to get market information.
While discussing the depth and breadth of open viation, the open innovation
literature also outlines suppliers and customersaddlaboration partners in practicing
open innovation. This study finds that some firmme market driven and that they
engage in external interactions mainly to gatherketainsights to inform their
innovations. In doing so as firms interact with tga outside of their organization,
managers regard market orientated external inferectis synonymous with openness
in their innovation process. Thus by exploring htive concept of open innovation
overlaps with the existing concept of market omddion, the study contributes to the
open innovation literature by showing that the rearkrientation concept can be
regarded as an indicators of openness in the itloovarocess.

Fifth, the context for the study, a non-high-teecter, contributes to work that
seeks to extend research on open innovation intocoatexts. The development of the
open innovation paradigm has drawn heavily on rebedone in specific contexts,
however as Huizingh (2011) argues all lessons ddmadearnt from early adopters and
therefore this study by developing an emerging varlopen innovation in a new sector

contributes to the open innovation literature.

1.7 Structure of the Thesis

The thesis comprises of eight chapters. Following ¢hapter, Chapter 2 outlines the
literature on innovation and open innovation, faegson aspects relevant to the practice
and management of innovation and open innovatiotiviges. In Chapter 3, the
methodology employed in the study is describedjrong the philosophy underpinning the
research and detailing how the research was uk@ert&hapter 4 analyses innovation in
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Ireland using the CIS data and the findings presenbverview of innovation in Ireland.
Chapter 5 details the interview data of each ofelight firms studied. Using the interview
data Chapter 6 analyses innovation in Irish foaugifor the management of the innovation
process and the extent to which the process is iop@ms and presents findings. Chapter 7
discusses the findings of the study in the conté»axisting literature. Finally, Chapter 8
sets out the contributions and limitations of thedg, the suggestions for future research

and policy and managerial implications.
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Chapter 2

Review of Literature




2 REVIEW OF LITERATURE

2.1 Introduction

Open innovation has emerged as the new innovatarmagement paradigm that is
increasingly impacting the way innovation is preetl. To build an understanding of
the concept, a detailed review of the literatures wanducted. This chapter outlines the
existing body of knowledge on open innovation bagig with a discussion of the
concept of innovation (Section 2.2), factors legdio opening up of the innovation
process (Section 2.3), and a discussion of theegiraf open innovation (Section 2.4).
The themes and empirical focus of open innovatesearch outlining the research gap
are then detailed in Section 2.5, leading into sculision of the management of
innovation (Section 2.6) and extent of opennegh®innovation process (Section 2.7).

Lastly, section 2.8 outlines the conclusion.

2.2 What is Innovation?

The term innovation hasn’t lost lustre ever sincevas coined by the Austrian
economist, Joseph Schumpeter, in his book The Yha&foEconomic Development in
1912. He defined innovation as the creation of sgembinations (Schumpeter 1934). It
may involve new products, new methods of productimw processes, new sources of
supply, exploitation of new market opportunities, ew ways of organizing and

conducting business.

As a multidimensional, complex process, innovatioas been studied by
scholars from several academic disciplines and fnarious perspectives. At the
operational level innovation essentially can béedéntiated as product/service, process,
marketing or organizational. These categories afened as follows: Product/service
innovation is the introduction of a good or senvileat is new or significantly improved
with respect to its characteristics or intendedsug@slo Manual, 2005). These may
involve significant improvements in technical spieations, components and materials,
incorporated software, user friendliness or otherctional characteristics. Significant
changes in how they are provided (like, improvditieihcy or speed), addition of new
functions or characteristics to existing services,the introduction of entirely new

services can be included as product innovatiosgmices.
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Process innovation is the implementation of a mevsignificantly improved
production or delivery method. These may involwgngicant changes in techniques,
equipment and/or software. Process innovationsbeaimtended to decrease unit costs
of production or delivery, to increase quality, twr produce or deliver new or
significantly improved products. A marketing inntiea is the implementation of a
new marketing method involving significant changegproduct design or packaging,
product placement, product promotion or pricing.idt basically aimed at better
addressing customer needs, opening up new maretsewly positioning a firm’s
product on the market, with the objective of insiag the firm’s sales. And finally, an
organisational innovation is the implementatioraafiew organisational method in the
firm’s business practices, workplace organisatiorexternal relations. Organisational
innovations can be intended to increase a firmifopmance by reducing administrative
costs or transaction costs, improving workplaceistaition (and thus Ilabour
productivity), gaining access to non-tradable asgstich as non-codified external
knowledge) or reducing costs of supplies.

These different kinds of innovations may take tvasib forms, either formation
of an absolutely new innovation based on some fofnbreakthrough knowledge
creation, called radical innovation or alternatyvelpgrading or improvements of an

existing product, process or situation, referredgancremental innovation.

Radical innovation are ground breaking, discontigjodisruptive changes
(Dewar and Dutton 1986, Nord and Tucker 1987). istg their importance
Tushman and Anderson (1986), Christensen (1997uearthat for long-term
organizational success radical innovation is @aiti®Vvhile, Foster (1986) and Utterback
(1994) indicate that to keep companies competitigceemental innovation is important.
Herbig (1994) differentiates incremental innovasomto three types: continuous,
modified, and process. Continuous innovations caepof augmented changes to
products, such as the extension of a product tiraified innovations constitute a little
more disruptive innovations like introducing an adeed version of a new technology
such as updated computer software; and processadtians involve improvements in

the way an existing product is produced.

Tushman and O’Reilly (1996) suggest that overal,jifnproving the performance
of established products sustaining technologieaegled, while to bring to the market

a very different value proposition disruptive tecluyies are required or in other words
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revolutionary changes in the markets are brougbtiaby disruptive innovation while

sustaining innovation leads to incremental changes.

Engaging in new idea-generation and experimentat@mn innovativeness is
associated with performance and drives the long-'sconomic development, because
it is the channel for applying improved knowledgeetonomic processes. It drives the
growth and prosperity of commercial companies tgloperformance improvements in
products, processes, services and systems andstisbé@oming the core for the
wellbeing of societies. Whether radical noveltyimeremental change, innovation has
become one of the most significant competitive ehgvin many industries and for the
wider growth of the economy. However, innovatiomdg costless, it requires resource
commitment and to underpin productivity and growtivestments in both tangible and
intangible innovation assets — such as researdinirtg, intellectual property,

organisational and managerial abilities.

Traditionally, firms have focused on building thesspabilities and developing
new technologies for their own products internélstrom 2010, March 1991). Thus,
most companies pursued relatively ‘closed’ innawatstrategies, i.e. having a very
limited interaction with the outside environmentigtitenthaler 2011). This scenario,
however, has begun to change in the recent deeattethe movement of new products
and technical ideas from inventors, universitiesesearch institutes to buyers. Extant
literature shows that similar development is bedbgerved in technology exploitation
(Athreye and Cantwell 2007, Mendi 2007). Gambaedetl al. (2007) argue that firms
have actively started commercialization activitegside their own boundaries. In this
context of increasing technology and knowledge di@en between firms, Henry
Chesbrough coined the term ‘open innovation’ taiiggaliish this burgeoning trend from
the traditional closed innovation strategies (Chasth 2003).

2.3 Why is Open Innovation Becoming Prevalent?

Porter and Stern (2001) argue that because ofafiid expansion of knowledge
and formation of clusters of highly specialized Wihexge that are dispersed globally,
the relevance of external sourcing of knowledge mmdbvation has increased. With
evolving communication and information technologikstances between actors in the
innovation processes have been blurred and cussoaredt suppliers have become

integrated into the design and development process.
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This practice of innovation activities as a morempand collaborative approach is

shaped by many forces. Some of the key externatidrican be identified as:

a. Globalization- Increased market homogeneity across differenbic@ms due to
greater mobility of capital, lower logistics cosamd efficient communication and
information technologies is globalization. Globatibn not only lowers entry barriers
by reducing cost pressures for international ekdrdvut also provides innovative
organizations with competitive advantages. It tmmeourages firms to favour and

practice open innovation for achieving economiesacafle swiftly (Gassmann 2006).

b. Technology intensity Technology intensity in most industries is rdpid
increasing, rendering even the large and highlyowative companies incapable of
developing advanced technologies on their own axplioiting them alone due to the
lack of financing. Miotti and Sachwald (2003) sugigehat this is resulting in
organizations showing greater propensity to co-ajgerand utilize external sourcing to
support product development.

c. Technology fusiorr Industry borders are shifting or even disappepand
research is increasingly becoming inter-discipln@or example, IBM holds '8rank in
being the world’s largest holder of biotechnologtgmts).The capabilities of a single
organization may be insufficient to meet the tedbgy requirements for innovations.
Open innovation practices are thus being favourgdolganizations to provide

successful innovations.

d. New business modelsNew business opportunities arise because ofllsapi
shifting industry and technology borders. More andre alliances are formed for
sharing risks, lowering costs and pooling completamgncompetencies (for example,
Vodafone — Swisscom, Sony — Ericsson or Sony — BM@)mpanies also tend to
source technologies that fit their business mottels are practicing open innovation

for realization of synergies (Gassmann 2006).

e. Knowledge leveraging One of the most important asset or resourceratfis
its knowledge. However, over the last decades nplit knowledge or the diffusion of
knowledge for mutual benefits of organizations Hhasreased, facilitated by ever

advancing communication and information technolegi@ompanies are opening up
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and acting as knowledge brokers and utilizing test lof the talents in the world rather

than looking for hiring them (Gassmann 2006).

2.4 The Concept of Open Innovation

The inception of the concept of openness emergad the observation that a
single organization does not innovate in isolati@mnganizations have to engage with
different partners in its ecosystem to exchangasdeesources and technical expertise
S0 as to stay abreast of competition (Dahlander@amh 2010). The term was coined
by Henry Chesbrough (2003) in his book, ‘Open Iratn: The New Imperative for
Creating and Profiting from Technology’ and sinkert academic work on this concept

has emerged.

In defining openness, Chesbrough (2003) arguesait innovation is about
harnessing the inbound and outbound flows of idead)nology and skills across a
firm’s boundaries (which are channelled throughmtdtiple inter-organizational links),
with the intent of accelerating internal innovatjmmcesses and establishing additional,
external paths for the commercialisation of theitcomes. It is argued that permeability
of the boundaries between a firm and its envirorinae increasing; innovations can
easily move inward and outward, thus open innowaisoa paradigm that assumes that
firms can and should use external ideas as welhtesnal ideas, and internal and

external paths to market, as firms look to advahee technology (Chesbrough 2003a).

There are a number of different definitions of openovation. These are
summarised in Table 2.1 A review of the definitiamghlight that the central idea
behind open innovation is that in a world of widelgtributed knowledge, companies
cannot afford to rely entirely on their own reséarbut should instead buy or license
processes or inventions (e.g. patents) from otlenpanies. In addition, internal
inventions not being used in a firm's business khbe taken outside the company (e.g.

through licensing, joint ventures or spin-offs).

The premise of the traditional closed innovatiorslaat successful innovation
requires control. In his approach, Chesbrough (Bp@8gues that closed / traditional
internal innovation is no longer a strategic as§aie to increased complexity of
products and technologies, companies cannot carryinmovation on their own and
remain competitive (Chesbrough 2003b). ChesbroumghAppleyard (2007) argue that
ownership, entry barriers, switching costs, andatmdustry rivalry are important
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Table 2.1: Definitions of open innovation found irthe existing literature

Definition Author

Year

Open Innovation is a paradigm that assumes thasfaan and should use external ideas as well asnaitideas, and Chesbrough
internal and external paths to market, as the filmak to advance their technology. Open Innovatbmmbines

internal and external ideas into architecturessystems whose requirements are defined by a bssmedel.

Open innovation is the use of purposive inflows amndflows of knowledge to accelerate internal insan, and Chesbrough et al.
expand the markets for external use of innovatiespectively. [This paradigm] assumes that firms aad should
use external ideas as well as internal ideas, @ednal and external paths to market, as they tockdvance their

technology.

Open innovation is described as both a set of jesctfor profiting from innovation and a cognitiveodel for West et al.

creating, interpreting and researching those mesti

Open innovation is defined as systematically eraging and exploring a wide range of internal angreal sources West and Gallagher
for innovation opportunities, consciously integngtihat exploration with firms capabilities andoesces and broadly

exploiting those opportunities through multiple chals

Openness is defined as the number of differentcegunf external knowledge that each firm draws ujpoits Laursen and Salter
innovative activities. (2004:1204).

Open innovation is defined as systematically penfog knowledge exploration, retention, and expt@tainside and Lichtenthaler

outside an organization’s boundaries throughoutrthevation process.

2003

2006

2006

2006

2006

2011
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aspects in closed innovation where R&D is donedmshe steady boundaries of the
firm. In contrast, boundaries of firms are permealr the open innovation model
firms can use external ideas to produce goods aaa learness benefits from unused
ideas by selling them to other firms. Furthermamsights emerging from analysis of
the globalization of innovation, outsourcing of R&MDser innovation, supplier
integration and external commercialization of temdbgy have been included in
open innovation, which makes open innovation movailable and attractive
(Gassmann 2006). How Chesbrough contrasts theiglescof the two innovation

models is presented in Table 2.2.

Table 2.2: Contrasting principles of closed and opeinnovation

Closed Innovation Principles Open Innovation Princples

The smart people in our field work for us. Not all of the smart people work for us so we
must find and tap into the knowledge and
expertise of bright individuals outside our
company.

To profit from R&D, we must discover,External R&D can create significant value;

develop and ship it ourselves internal R&D is needed to claim some
portion of that value.

If we discover it ourselves, we will get it toNe don’'t have to originate the research in

market first. order to profit from it.

If we are the first to commercialize arBuilding a better business model is better

innovation, we will win than getting to market first.

If we create the most and best ideas in tHewe make the best use of internal and

industry, we will win external ideas, we will win.

We should control our intellectual propertyWe should profit from others’ use of our IP,

(IP) so that our competitors don't profiand we should buy others’ IP whenever it

from our ideas advances our own business model.

Source: Chesbrough 2003, p26

Underlining the importance of Chesbrough’s studiteer authors talk about
the concept of open innovation. For example Enkel @assmann (2007) suggest
that permeability of the organization is the malvamcteristic of open innovation,

meaning that the process of innovation may not sszedy take place within the
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boundaries of the firm rather it is distributed aiga larger number of actors. As
company structures focus more towards utilizatibmternal sources of ideas and
competence, than external sources, Gassmann ef2@06) propose extreme

programming to open up the innovation process.

Christensen et al. (2005) discuss the concepbpain innovation in the
context of industrial dynamics and suggest thatethasn the position in the
innovation system; stage of maturity; and the valtggposition firms manage their
open innovation activities with regard to an emaggechnology.

Vanhaverbeke and Cloodt (2006) focuses on impleatient of open
innovation strategies in larger networks. He sutgyéisat value is never created
alone; it needs a network of suppliers, buyersgarthers. He argues that increasing
R&D costs, increasing complexities and risks, s#ortechnology life cycles,
burgeoning knowledge in universities and more kraolgeable users and suppliers
are all potential reasons for seeking partnersmmovation. He thus suggests that
‘analysis of inter-organizational networks in gealeand value constellations (inter-
organizational networks that create value togeiased on new business models) in

particular reveals that research about open inmmvahould be multi-layered.

The importance of intellectual property and itstpation in context of open
innovation is discussed by West (2006). He arghatsd higher appropriability or a
higher quality of being reproducible is achievedanyorganization by protecting its
intellectual properties, meaning that it becomegemdifficult for competitors to
copy the technologies and products thus making tmeme valuable for its owners.
He thus focuses on exploring how companies thatstoam their intellectual
properties into public goods or those that havengmeirce strategies create value.

Intellectual property aspects as well as costsrieduin utilizing knowledge
from external sources are referred to as negatiygcts on the feasibility of open
innovation by Keupp and Gassmann (2009). Investigateasons as to why
excessive open innovation can impact a firm’s perémce negatively Koput (1997)
suggested that too many ideas may become diffioula firm to manage, or ideas
may come in the wrong place at the wrong time toedrapletely exploited or it may

be that due to the excess of ideas, not all ideagyi@en the required attention to

21



bring them into implementation. Similar pattern diminishing returns were also
suggested by Sarkar and Costa (2008) in the fahasiny.

Hippel's work focuses on finding the balance betveempletely closed and
open innovation strategies. He emphasizes the tiapoe of sharing knowledge and
still being able to create and extract value frajby creating a private-collective

model of innovation (von Hippel and Von Krogh 2006
Open Innovation is ‘not’ new

There is also an argument that open innovatioroisarrevolutionary concept.
When zooming in on a revolution, it often turns tmube more of an evolution, the
same is true with open innovation argues Huizirgf)iLl). There is a growing body
of work that highlights that although open innowathas become a much researched
topic, gathering considerable attention both withie academic literature and
beyond, neither using external inputs for improvimgrnal innovation processes nor
seeking commercialization opportunities outsidéheffirm for internal ideas is new.
Many companies have practiced these activitieslédoades. The idea and discussion
dates way back in history, concepts such as abgermapacity (Cohen and
Levinthal 1990), complementary assets (Teece 198, exploration versus
exploitation discussion (March 1991), customersegrdtion in the innovation
process (von Hippel 1986), and the culture stufieased on the not invented here
(NIH) syndrome (Katz and Allen 1982), suggest thata history characterized
mostly by open innovation practices it might bettlsbosed innovation is the

exception.

Many authors in the innovation management spaceeathat the open
innovation paradigm is nothing new but the repaol@of the concepts and findings
that have been in the literature for over fortyrge@rott and Hartmann 2009). Like
the pioneering work of Alan Pearson and Derek Bdlarson et al. 1979) in the field
of R&D management as far as 30 years ago has talkedt developing an ‘open’
thinking for innovation. Similarly about 30 yeargoaRothwell and Zegveld (1985)
proposed the network model of innovation which eagded the requirement of
external linkages in the innovation process. Catet Williams (1959) showed that
the quality of the incoming information was the idefg characteristics of
technically-progressive firms. Gatekeepers play i@portant role in managing
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external linkages needed for acquiring informatiord knowledge from outside the
organisation (Allen 1970). Additionally previoussearch has also shown that
industrial companies have recognised the importafd@eformation and knowledge
beyond their own R&D departments (Allen 1970, Mower983, Cohen and
Levinthal 1989). Hence many argue that open innomathas existed and
Chesbrough’s presentation of the open innovatioadgigm is nothing but ‘old wine

in new bottles’ (Trott and Hartmann 2009).

Completely closed innovation was never practiced

For many years the innovation management literatoas emphasised
interactions (Nonaka 1991) refuting the idea thatoanpletely closed innovation
model ever existed. Thomas Allen in the 1960s ifledt and popularized the
concept of gatekeepers who could facilitate intewsas and knowledge exchange
between scientists within the firm and those owtdite firm for improving R&D
performance (Allen 1970). Similarly boundary spasnéelp in collecting and

exchanging knowledge and information on behalheffirm (Tushman 1977).

Since the 1970s strategic alliances or technologytnprships have
considerably risen, recognizing that businesses exganding their view from
competing against each other to residing powereits of firms acting together,
displaying the rise of the octopus strategy andfélieof the ‘go it alone’ strategy
(Vyas et al. 1995). These strategic alliances naalve a customer, supplier or even
a competitor (Chan and Heide 1993). Even in terfrteahnology management the
most prominent issue in multi-technology corponasiohas been the external
acquisition of technology (Granstrand et al. 19920 various classification of
technology-acquisition strategies can be foundha technology transfer literature
(Chesnais 1988, Hagedoorn 1990,). Firms have ewsn hlrading intellectual
property for decades, a striking example being myiyand selling of licences

between fierce rivals P&G and Unilever in the 1970s

2.4.1 The Role of Marketing in the Concept of Open Innovéon

For exploiting dispersed knowledge, a collaboratipproach to innovation by
firms is needed. Consequently, co-operation alatp the demand and supply chain

for understanding the customers’ precise requirésnand attempting to provide the
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desired satisfaction is needed for firms to berfediln the creativity of customers
and other firms (Dyer and Singh 1998, Klein e2807).

Firm innovativeness is about successful implemeamntaif creative ideas, and
innovation performance relates to entry and petetranto markets with innovative
products and gaining market share. While innovapbiosophy holds that products
that provide best quality, performance and featamespreferred by consumers; to
identify the requirements of the target market, emgrovide products and services
that satisfy these, the marketing philosophy ass#rat firms must be oriented
towards the market. Harmsen et al. (2000) arguettieainteraction between market
orientation and research and development drivesovaetion and a firms’
innovativeness i.e its willingness and capacityirtnovate, which in turn drives

customer acceptance.

The basic premise of market orientation, lies ie tine marketing concept’,
which states that accessing the needs and wattie tdrget markets and offering the
desired satisfactions more effectively and effidiethan competitors is required to
achieve organizational goals and because the remeti®xpectations of customers
continually evolve over time, delivering high qiglproducts and services requires
constant tracking and responsiveness to changingetnplace needs, i.e. requires

being market oriented. More formally, market orain may be defined as

The organization-wide generation of market intelhge, dissemination of the
intelligence across departments and organizatiodenresponsiveness to it
(Kohli and Jaworski 1990)

A number of theoretical and empirical studies haged the term market
orientation to describe how well organizations cdhmate for generation, diffusion
and reciprocation to market intelligence (Velu &t 2010). In developing the
concept, marketing scholars have referred to theeeqat as behaviour that helps
firms to recognize and respond to changes in the@@ment and provide customers
with superior value (Jaworski and Kohli 1993). Whdlnother perspective holds that
it is a part of the organization’s culture (Naraead Slater 1990).

As per the behavioural definition, market oriergatirelates to market
intelligence generation, which is assessment andlection of customers’
requirements and factors influencing them, therfusibn of this intelligence

24



horizontally and vertically throughout the firm affidally responsiveness to the
opportunities (Jaworski and Kohli 1993). The progats of the cultural definition
on the other hand argue that the behaviour is dh& manifestation of the
organizations’ culture and belief system. The ojpenal framework of this
definition includes customer orientation, underdiag the customers’ requirements;
competitor orientation, understanding the competitetrategies; and finally inter-
functional co-ordination, which is sharing of thefarmation and resources and
responding to the opportunities (Velu et al. 20B)ater and Narver (1995) suggest
that both approaches complement each other imgtaliat market orientation is
valuable as it focuses a firm towards collection imformation regarding the
customers’ demands and competitors’ capabilities@ncessing of this information

for generating value for the customers.

The idea of putting the customer first or the pheaonon of market orientation
can be traced back to Peter Ducker’s statement4(18%/) that “the purpose of a
firm was to create and keep customers — for liésdustomer who determines what a
business is”. Liu et al. (2002) and Webster (1982)d that along with firm
performance and firm innovativeness, market origntas one of the core aspects of
strategic marketing and it enjoys increasing aitb@enfrom both researchers and
practitioners because it is assumed and even espdhat market orientation
improves organizational performance and does ngt gelely on the concept of

competitive orientation.

Erdil et al. (2004) have put forward the followimgodel (Figure 2.1) for
exploring the interrelationships between marke¢mation, firm innovativeness and

innovation performance.
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Source: Erdil et al. 2004, p6

Figure 2.1: Interrelationships between market oriemation, firm innovativeness
and innovation performance

Through empirical examination based on the abovdemBrdil et al. (2004)
argue that collection and use of market informatijoositively impacts firm
innovativeness as well as innovation performandee @evelopment of market-
oriented strategy has a positive impact on boti fimnovativeness and innovation
performance. While implementation of market-orientstrategy only positively
impacts firms’ innovativeness and not its innovatperformance. They also argue
that firm innovativeness and innovation performanoe positively correlated with
each other and that the three dimensions of marietation namely collection and
use of market information, development of marketierded strategy are mutually
correlated. Thus, companies wanting to gain cortipetadvantage must enhance
efforts for collection and use of market informatiand implementation of market

oriented strategy.

As market orientation can lead to firm innovativehi@nd increase innovation
performance and thereby can lead to successfulpneduct development activity,
Jaworski and Kohli (1993) suggest that market ¢aigon be incorporated into

conceptualizations of innovation process, sinces ithe platform of the degree to
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which firms acquire, disseminate and respond twrmétion obtained from
customers, channels and competitors. Moreover,ntleket orientation focused
forward and backward integration in the supply ohaiomotes firms to engage in
external interactions, it can therefore be argusat market orientation not just
facilitates innovativeness in firms but also plagsrole in opening up of the

innovation process in firms.

Conceptualizing the role of market orientation pening up of the innovation
process, Velu et al. (2010) put forward a theoattodel of collaborative market
orientation which incorporates: collaborative ifigglnce generation, collaborative

intelligence dissemination and collaborative regpasness.

a. Collaborative intelligence generatior Generating meaningful market
intelligence by way of collective capacity of theosystem can be defined as
collaborative intelligence generation. Firms mustw each other as learning
partners because they have the opportunity to l#am each other when they are
embedded in an ecosystem. Individually firms may have all the required
resources and skills to understand relevant infaonéut by acting in a cohesive
manner they can extend both the depth and the threddheir market coverage and

thus benefit the entire ecosystem.

b. Collaborative intelligence disseminatienMeaningful market intelligence
may be generated in one part of the innovationystesn and is most likely to be
applied most profitably in another. Similarly, matkntelligence may be generated
at one point in time but utilized at some pointhe future. As Hargadon and Sutton
(1997, p716) highlight, “ideas from one group migbtve the problems of another,
but only if connections between existing solutiansl problems can be made across
the boundaries between them”. Thus matching theaddnand supply of market
intelligence by bridging the distance between ieneyation and use, by the
collective capacity of the ecosystem can be termedcollaborative intelligence

dissemination.

c. Collaborative responsiveness Collaborative responsiveness is the
combined effort of the innovation ecosystem to iempént market intelligence for
creating superior value for the customers by utigizhe respective strengths of each

member.
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Outlining that there are two principal benefitssoich collaborative networks,
Velu et al. (2010) suggest that firms become flexiim transmitting information
which in turn facilitates continuous learning arghjptation (Drucker 1993); and it
focuses on the complementary nature of the asseteeating value. This could be
pooling of common assets for creating scale oringadf different assets for

complimenting one another.

Thus, while previous research connects market @ti@m with innovation, its
management (Vasquéz et al. 2001, Faleiro 2001 watidperformance (Agarwal et
al. 2003) further research in exploring its invohent in the opening up of the
innovation process is needed, given the rise ofalofative functioning as an

increasingly important locus of innovation and cetigon.

2.4.2 Types of Open Innovation

Broadly speaking open innovation has been classiiido inbound and
outbound processes, though authors have also fidentither categorizations of the

types of open innovation.

While the concept of open innovation explicitly gegts moving toward
inter organizational innovation processes (Vanhaelez et al. 2008), at the same
time it also encompasses various internal actaitiebound open innovation is an
outside-in process and includes opening up thevemmmn process to knowledge
exploration, which refers to the acquisition of Wwiedge from external sources. In
contrast, outbound open innovation is an insideppatess and involves opening up
the innovation process to knowledge exploitatiorhiolv refers to the external

commercialization of technological knowledge (Lehthaler 2011).

Different organisational modes have been documeintddierature through
which inbound and outbound open innovation can utero practice (Grandstrand
2004). Some prevalent organisational modes forunbdoopen innovation are: in-
licensing, minority equity investments, acquisigofoint ventures, R&D contracts
and research funding, purchase of technical arehsfic services and non-equity
alliances, while for outbound open innovation oigational modes are: licensing

out, spinning out of new ventures, sale of innawatprojects, joint venture for
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technology commercialisation, supply of technicadl &cientific services, corporate

venturing investments and non- equity alliancesuiBhi et al. 2011).

Different combinations of open innovation practides/e been used in the
literature to develop matrices differentiating wais forms of open innovation. For
example, Dahlander and Gann (2010) used the dimensdf inbound versus
outbound open innovation against pecuniary versuspecuniary interactions, as
depicted in Table 2.3 below. Elaborating on the rimathey argue that open
innovation can be practiced in four ways, it iseredd to as acquiring when it is
inbound-pecuniary and suggest that following thessoning openness of firms
involving licencing and acquiring outside expertisa be understood. It is sourcing
when it is inbound — non-pecuniary, explaining tmge of external sources of
innovation. Freeman (1974) suggests that corpdr#® laboratories’ accounts
reveal that they are instrumental in absorbing resieideas and making them fit
with internal processes. It is referred to as isglivhen it is outbound — pecuniary,
explaining how firms commercialize their inventiohg selling or licensing out.
Finally it is referred to as revealing when it iglmound — non-pecuniary, suggesting,

seeking of indirect benefits by the firm by reveglinternal resources.

Table 2.3: Structure of different forms of openness

Inbound Innovation Outbound Innovation
Pecuniary Acquiring Selling
Non-pecuniary Sourcing Revealing

Source Dahlander and Gann 2010, p702

Lichtenthaler and Lichtenthaler (2009) distingugh¢hree knowledge
processes, namely knowledge exploration, reterdioth exploitation that can be
performed either internally or externally. They gagt that generation of new
knowledge inside the firm is internal knowledge lexation, while external
knowledge exploration is the sourcing of knowlefigen external partners. Internal
knowledge retention is needed to store knowledge tine and external knowledge
retention relates to the knowledge maintained ie thlationships a firm has.

Furthermore, the internal application of knowledgea firm’ own requirements is
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internal knowledge exploitation and the outwardnsfar of knowledge is the

external knowledge exploitation.

Huizingh (2011) argues that both the process aadtiicome of innovation
can also be categorised as closed or open, thes,inpovation practices can also be
grouped by distinguishing between process and m#cdeading to another 2 x2
matrix (Table 2.4). Closed innovation indicates cererio, where a proprietary
innovation is developed in-house (Chesbrough 2QG3&gesting both the process
and the outcome being closed. In the private opaovation category the outcome
is closed (a proprietary innovation) but the praagesopened up, either by externally
utilizing internally developed innovations or invelg use of input from external
partners. In case of the second dimension, theomeaf the innovation process is
either proprietary (closed) or available to othefsen).

Table 2.4: Various ways of innovation based on thepenness of both the process
and the outcome of innovation

_ Innovation Outcome
Innovation Process

Closed Open
Closed Closed innovation Public innovation
Open Private open innovation Open source innovation

Source Huizingh 2011, p 3

2.4.3 Effectiveness of Open Innovation

A variety of empirical studies have shown that tfaetors that shape
innovative performance are strongly influenced bg tevel of novelty of the
innovation, with the taxonomies of novelty rangifrgm radical to incremental
(Garcia and Calantone 2002). Firms require a cenaide investment in R&D for
achieving radical innovation and as the rewardsgaeat the chances of success are
lower. Radical innovations offer ‘the carrot of sfaular reward’ (Schumpeter
1942). While in contrast, as Marsili and SalterQ@Psuggest incremental innovation

requires less effort, though bear smaller rewards.

Radical innovation may thus require greater degre@iscontinuity in the
sources of innovation. Rothwell et al. (1974) armtbdh and von Hippel (1988) find
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that innovations in early phase of the productdyele often come from a narrow
range of sources. While in case of incremental vations when fine tuning the
products a variety of innovative sources may beoiigmt. Thus basing their
argument on these studies and elaborating on feetigeness of open innovation
Laursen and Salter (2006) posit that radical intargaare likely to draw more
deeply from external sources of innovation as adine incremental innovators,

who are likely to draw more broadly.

A curvilinear relationship between open innovatiamd performance,
indicating that too much open innovation can hufirm’s performance was found
by Laursen and Salter (2006). Intellectual propedyects as well as costs incurred
in utilizing knowledge from external sources artemed to as negative impacts on
the feasibility of open innovation by Keupp and &aann (2009). Similar patterns
of diminishing returns were also observed by Sad@t Costa (2008) in the food
industry, who analysed innovation effectiveness fgtting the Return on
Investment (ROI) of each R&D project against thenalative R&D spending in a
given period of time, as depicted in Figure 2.2hbel

—
~ -
~ -
Open -
Innovation

~ -

Cost of Capital

Marginal Return on R&D Investment (€)

Total R&D
Investment

Cumulative R&D Investment (€)

Source Sarkar and Costa 2008, p577

Figure 2.2: Open innovation subject to diminishingeturns
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However, while studies show a curvilinear relatlups between open
innovation and performance, Cheng and Huizingh @2@tgue that this may be due
to a very narrow focus. They propose that effecss could be a multi-dimensional
frame and argue that the effectiveness of openvatian should be gauged by
focusing beyond the obvious consequences of lowstsc shorter time to market
and more sales. Effectiveness may involve reseagchspects like risk involved,
innovativeness, number of innovations and finaneiatl non- financial benefits.
Intermediate benefits such as better ways of etialyahe core competences of a
company or of measuring the true value of an intiomacould also be included in
effectiveness studies (Rigby and Zook 2002). Ano#dpgproach for studying open
innovation effectiveness as suggested by Vanhakerbe al. (2008) is to identify
failure cases and research the disadvantages aof op®vation. Yet another
approach could be to understand how firms operhap tnnovation process, their
motives for opening up like stimulating growth or tlefensive motives like sharing

risks or decreasing costs (Huizingh 2011).

2.4.4 Risks of Open Innovation

Cohen and Levinthal (1990), Vanhaverbeke et aDZ2@rgue that when firms
open up their innovation processes for inward flaviechnology they may neglect
developing their own critical technological competies, resulting in dependence on
external technology suppliers. Fosfuri (2006), Rvend Kline (2000) suggest that
outward technology transfer may lead to strengtigeai firm’s competitors because
they get to commercialize competitively relevantowtedge. Also to explore
external technology, firms need to develop suffitiprior knowledge internally,
which may deteriorate a firm's product businessabee of transferring of critical
technology. Thus, not only does open innovatiomroffiajor opportunities but also
entails considerable risks, keeping many firms fraotively opening up their
innovation processes.

Lichtenthaler (2009), Rivette and Kline (2000) atsmgests that the one of the
major barriers to the adoption of open innovatioacfices in firms are the risks
associated with it. They argue that despite theetisnthat some pioneering firms
have harnessed from practicing open innovation,ynodimer companies are reluctant
to open up their innovation processes primarilyalse of the potential risks of open
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innovation, which underlines the potential negatuécomes resulting from opening

up the innovation process.

One way of examining the risks associated with gimgpin open innovation is
to consider risks in terms of the processes ofrteldyy exploration, retention, and
exploitation (Lichtenthaler and Ernst 2006). Tedbgy exploration, retention, and
exploitation were identified by Lichtenthaler andn& (2006) as the three critical
processes for managing knowledge in the open infmwvaontext.These processes
can be organized internally or externally and can described asinternal
technology exploratiorwhich is the generation of new knowledge inside finm
(Lin and Chen 2005). Whilexternal technology exploratiaeferring to sourcing of
technology from external partners (van de Vrandale2006)Internal technology
retentionrefers to the requirement for storing technologlazgowledge over time
(Diaz-Diaz et al. 2006). While maintaining knowledm the inter-organizational
relationships in a firm iexternal technology retentiofGrant and Baden-Fuller
2004).Internal technology exploitatiois the application of technology internally in
a firm’s own products (Linton and Walsh 2004). Wéhdutward transfers of it like

licensing, is theexternal technology exploitatidiichtenthaler 2009).

Lichtenthaler (2010) found that technology explamnattends to be more open
than technology exploitation. Concerning the poéntisks with regard to the
external technology exploration, he suggests tipanuacquiring technology from
external sources, firms tend to limit internal depenent of critical technological
knowledge, which may result in lowering their ca@mpetencies and thus many a
times their competitive edge. Furthermore, excessiternal technology exploration
may even negatively affect future open exploratiole to low absorptive capacity
i.e. if firms do not simultaneously use both intdras well as external exploration of
technology they may result in lacking sufficienioprtechnological knowledge to
identify and absorb knowledge from external pagné&inally, motivation levels of
the internal R&D employees of a firm may also bgaiwely affected by over

emphasis on external technology exploration.

With regard to the risks associated with externathhology retention
Lichtenthaler (2010) argues that excessively maiiitg knowledge outside firms’
boundaries i.e. excessive external technology tietlermay be detrimental for a

firm’s internal knowledge base because it may iasigly result in growing
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dependence on external partners in a firm’s netwoik on relationships which may
change over time. Also the possibility of excisoantrol on external partners is to a
much lower extent than with the internal technologgtention. Finally, over
emphasis on external technology retention may ma@r a firm’s possibilities to

rapidly adapt to the environmental changes in iskets.

Concerning the potential risks regarding the exetechnology exploitation,
Lichtenthaler (2010) suggests that firms are gédlyenaluctant to engage in
excessive practicing of external technology expton because of fears of
transferring valuable and competitively relevarhit®logical knowledge to external
parties and thereby deteriorating their competipigsition. Lichtenthaler (2010) thus
argues that firms are very carefully in practicexternal technology exploitation
and opening up the innovation process for technpolegploitation is relatively

limited.

2.4.5 Factors Influencing Practice of Open Innovation

Huizingh 2011 argues that the effectiveness of dpeovation is context
dependent and the context of open innovation cathbeacterized by both external
and internal environment.

a. External determinants The most commonly stated external charactesistic
that impact whether firms adopt or practice operovation is the type of industry.
Many open innovation studies show that there afferdnces in adoption rate
between industries (Chesbrough and Crowther 20@6teénthaler 2008, Keupp and
Gassmann 2009, Lichtenthaler and Ernst 2009, Varraede et al. 2009).

Huizingh (2011) suggest intellectual property pectiten, market turbulence,
technological turbulence, and competitive intensaty other possible external
determinants of open innovation. He further elatesrdhat these can be studied in
multiple ways. For example, Gassman (2006) argied in high technology
intensity, inbound open innovation may be more irtgpd than outbound open
innovation or when evaluating open innovation amgfgrmance relationship, in
contexts where intellectual property protection rielatively straightforward
practicing outbound open innovation may be mordigatde than in situations where

protecting inventions is difficult.
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Similarly as technology markets are relatively imipet as compared to most
product markets, with limited number of technoldggnsactions (Arora et al. 2001),
it has been argued that environment variables siscmarket turbulence impact a
firms’ decision of opening up and practicing opemadvation (Atuahene-Gima
1995).

In the imperfect technology markets there may als® considerable
competition as firms need to convince the custonudérshe superiority of their
technologies relative to the competitors’ and thmgy limit the positive
consequences of open innovation however, competitiay even result in increased
demand in the technology market argues Fosfuri §200he positive effects of
competitive intensity may over shadow the negatmes and firms may achieve
higher performance by open innovation due to irsgdacompetitive intensity
(Lichtenthaler 2009).

Gambardella et al. (2007) argue that if a firm asotely applies technologies
in its own products, it may have limited return itd R&D expenditure if the
technologies change quickly. Thus, technology tleniee decreases the possibilities
of a firm capturing value from its technologies lantopen strategy may help a firm
to exploit returns from its technology as long akasts. At the same time Cesaroni
(2004) also suggest that as firms are unable tercalv technological developments
by way of their internal R&D, high technology tutboce thus requires active

procurement of external technology.

In line with this, Fosfuri (2006) argues that ichieology markets, patents may
reduce transaction costs. Grindley and Teece (1%8¢pest that strong patent
protection may make outbound open innovation dttracas it enables firms to
exploit the benefits of their technology. Therefopatents may be considered as

facilitators of open innovation practices (Hara8d3).

b. Internal determinants Open innovation adoption depends more on the
business factors than on the industry trends stud¢mspp and Gassmann (2009).
The internal characteristics that impact the adwoptr practicing of open innovation
are related to the demographics and strategiebeofitm. Number of employees,
sales, profits, age, location, market share, anteoship type being the demographic
characteristics while strategy characteristicsudelthose related to open innovation
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performance like organization culture, strategiemation or goals of innovation
strategy.

Open innovation is first and foremost a mind-s&tde firms seeking to engage
in it need to examine their culture and beliefs d€lirough 2003b). Muethel and
Hoegl (2010) suggest that since many open innavghimcesses involve foreign
partners, the international dimension of open imtiovn needs to be analysed and
hence the cultural issues taken into account. Blarend Koski (2010) found that
having highly educated employees was related to aith@ption of open source

software supply strategies by software companies.

Size is the most commonly studied internal contexaracteristic in open
innovation research. Lee et al. (2010) argue tleaabse the resources and market
reach of small companies is limited, they can gaimot by engaging in open
innovation. Though at the same time, they also hage resources needed to
maintain collaborative networks and for creating amforcing intellectual property
rights. Several empirical studies also show thaénopnnovation adopters are
generally larger firms (Keupp and Gassmann 2008htenthaler and Ernst 2009,
Van de Vrande et al. 2009, Bianchi et al. 2011} $ize effect is observed for both
inbound and outbound activities suggest Lichtemthahd Ernst (2009) and Bianchi
et al. (2011). Nevertheless, Van de Vrande et 2009) argues that smaller

companies are increasingly practicing open innovati

Market orientation or resource orientation i.e. #ttegic orientation of the
firm guides its focus. Open innovation is likely e less effective in a strongly
inward looking organization. Technology aggressesmnegatively impacts inbound
open innovation, but may have a positive effect autbound open innovation
(Lichtenthaler and Ernst 2009).

Other aspects of innovation strategies like, thgesin the innovation process,
and the stage in the product life cycle also immactvhether firms engage in open
innovation. Lee et al. (2010) argue that in therlatages of innovation especially the
commercialization stage, companies are more likelyractice open innovation,
suggesting that when the company has somethingretendo offer outbound

activities are more common and effective.
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Thus, factors such as intellectual property pradectmarket turbulence high
technology intensity suggest that firms will bebeffrom engaging in open
innovation. However, factors such as competitivdensity and technology
aggressiveness may limit the benefits of open iahom or may limit the capacity of

firms to engage in open innovation.

2.5 Streams of Research in Open Innovation

The concept of open innovation has rapidly gainkd interest of both
researchers and practitioners, illustrated by svgyg body of literature (Elmquist et.
al. 2009). In almost every industry it has beconkewelement of firms’ innovation
processes (Chesbrough and Crowther 2006, OECD dD@3acker et al. 2008,
Chesbrough 2011). Research has focused on the ptathesretically (Chesbrough
2003, Gassmann and Enkel 2004, Chesbrough 200f,qualitative case studies
(Kirschbaum 2005, Fetterhoff and Voelkel 2006, iott and Duysters 2007,
Broring and Herzog 2008, Rohrbeck et al. 2009) tanough large-scale quantitative
empirical work (Laursen and Salter 2006, van deeiV&07, Lichtenthaler 2008).

Three alternative classifications have been pwdod to categorize the open
innovation research focus, that of ElImquist e{2009), Gassmann et al. (2010) and
Lichtenthaler (2011). While each adopts a differpatspective in integrating the
characteristics of open innovation research, thecharemise of categorizations in
all the three is around the factors leading to ojp@ovation, the benefits of open

innovation, and the users of open innovation.

Elmquist et al. (2009) grouped open innovationréditere into six themes, in
which the research on the topic has so far progdeSshese themes are as follows:

a. The concept or notion of open innovatierthe initial works on the topic
have primarily looked at opening up of the innowatiprocess where firms
commercialize internal as well as external ideasublzing internal or external
pathways to the market (Chesbrough 2003a). WesiGatldgher (2006) identified
strategies like pooled R&D and spinouts for openuqgthe innovation process.
Motivation factors for firms to practice open inmdon were studied by Motzek
(2007) but these were rather similar to the genemaltivation factors for
entrepreneurs. Dahlander and Gann (2010), Huiz{aghl) categorised the various
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forms of openness while Keupp and Gassmann (20@9lified the determinants of

the process.

b. Business models Chesbrough (2003c) argues that to generate Value
IPs, also in order to overcome the rising costseohnology development and the
shortening product life cycles and for leveragimgexternal R&D resources to save
time and money firms need to adapt their businesdems to open innovation.
Additionally, Chesbrough and Schwartz (2007) sugdfest business models with
reduced R&D expenditure, increased innovation duggmd with scope of new
markets can be created with the use of partnefferBit patterns of open innovation
with different partners under different stages &[Rcycle in the bio pharmaceutical

industry were explored by Bianchi et al. (2011)

c. IP, patenting and appropriation Henkel (2006) suggests that all firms
practicing open innovation must consider their llatdual capital. For increasing
profits from innovations, firms must freely revaaformation instead of holding it
secret or licensing it, referred to as ‘free rewgglby von Hippel and von Krogh
(2006). They suggest a private-collective modehobvation incentives.

d. Industrial dynamics and manufacturind@@erkhout et al. (2006) argue that
currently society has four factors of productioamely: capital, labour, knowledge
and creativity, which enable the ‘innovation ecogonChristensen et al. (2005)
discussing the concept of open innovation in thetext of industrial dynamics
suggest that based on the position in the innovatistem; stage of maturity; and
the value proposition, firms manage their open wation activities with regard to an

emerging technology.

e. Organizational design and boundaries of the firn€hesbrough (2003b)
suggests that companies do not apply openness etatypl rather it can be
expressed as a range from high to low degree afr@ss. He also categorises them
as funders, generators or as organizations thaiy bnnovation to the market.
Jacobides and Billinger (2006) describe verticeégnation as a way for firms to be
open to final and intermediate markets. They arthet for improving their
operations, productive capabilities, innovationgmbial and resource allocation firms
can manage their boundaries. Fetterhoff and VoelReD6) focus on external

innovation management issues like exploring anduetiag opportunities, potential
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partners and capturing value through commerciatinatDistinction between deep
ties by way of which firms can capitalize on exigtknowledge and resources from
that of wide ties that enable firms to find newhieglogies and markets is explored
by Simard and West (2006). Both deep and wide ¢@ms be present in open
innovation networks and these can be either forf@ahtractual) or informal. The

authors further suggest that incremental innovatiiten stem from deep networks.
Dahlander and Wallin (2006) shows how firms withoamy ownership or

hierarchical control can utilize communities as ptamentary assets. Furthermore,
discussing management of firms’ boundaries Liclnaier and Ernst (2006) suggest
that in open innovation, knowledge transactionsaganized through three major
decisions namely: knowledge acquisition (make oy)bknowledge integration

(integrate or relate); and knowledge exploitatikeep or sell).

f. Leadership and culture Many articles on open innovation conclude stating
the need of leadership support and organizatiamélral amendment for practicing
open innovation. Fleming and Waguespack (2007)uds@bout leadership in the
open innovation communities. Witzeman et al. (2G0@ue that more a firm sources
external innovation the greater is the need faoitransform systems, processes,
values and culture as powerful forces resistingnopmovation are often found

inside the organization, like employees being &dito think internally.

An alternative classification put forward by Gassmat al. (2010), organizes

research on open innovation into nine separatppetives, namely:

a. The spatial perspective refers to the globalization of innovation. Orig¢he
main drivers of R & D internationalization is thecass to resources and with new
information and communication technologies makimgearch global, enabling
virtual R&D teams and decentralized innovation psses, open innovation has
become easier. Cohen and Levinthal (1990), refdo ias having access to the
knowledge and competences of the best talents efwbrld without having to
employ them.

b. The structural perspectiverefers to the growing division of work in
innovation.Hagedoorn and Duysters (2002) argue that drivendsy reduction and
specialization due to complex technologies, opemvation approaches like R&D
outsourcing, alliancesand disaggregation of value chains are increasing.
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Chesbrough in Allio (2005) puts it: “innovation oa# is a team sport” (p. 24) and
competency sharing increases innovation efficiency

c. The user perspectiverefers to integration of users in the innovatioogass.
Von Hippel (1986) suggests that user integratioabtss understanding customers’
latent requirements and applying users’ hidden iegibn knowledge to the
innovation process. Gassmann et al. (2010), argaedne of the best researched
parts of open innovation is user innovation.

d. The supplier perspective refers to the integration of suppliers in the
innovation process. Hagedoorn (1993, 2002) argaé ¢harly involvement of the
suppliers in the innovation process can signifigaraugment the innovation
performance.

e. The leveraging perspectiverefers to leveraging internal technology and IP
by making use of external technology and IP and-viersa. Gassmann et al. (2010)
suggests that Technology and/or IP neglected byrganization can be beneficially
utilized/ leveraged by another one.

f. The process perspectiveefers to the three processes in open innovatign.
Outside-in process describing the bringing in otsmle technologies into the
organization. (2) Inside-out process describinggbking out of own technologies.
(3) Coupled process involving both inside out antkile in processes. (Gassmann
and Enkel 2004).

g. The tool perspectiveefers to the tools needed to integrate users =isinal
problem solvers to the innovation process (Gassreaah 2010).

h. The institutional perspective refers to the freely revealing of information
about inventions, findings, discoveries and frealyaring of knowledge for
accelerating the innovation process, referred tahasprivate-collective model of
innovation incentives by von Hippel and von Kroglo@6).

I. Finally the cultural perspective refers to mind set of an organization. In
practicing open innovation, its crucial to createcature that values outside
competence and know-how for coping with increagangducts and technologies
complexity (Gassmann et al. 2010). Chesbrough (@0®&Biggests that the not-

invented-here mindset (Katz and Allen 1982) is stimg that must be overcome.

The third classification put forward by Lichtentbal (2011) categorises

research on open innovation into four streams. @heslude (a) the study of
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technology transactions, (b) the study of userwations, (c) the study of business

models, and (d) the study of innovation markets.

a. The technology transaction stream includes workusoty on inward
technology transfer and R&D alliances, and poinis tbe need for developing an
internal organizational capability (LichtenthalerdalLichtenthaler 2009). Or studies
that investigate outward technology transfer antereal knowledge exploitation
(Fosfuri 2006, Chesbrough 2007). Also a growingbofl work highlighting the
importance of retaining knowledge outside a firrhsundaries forms part of this
stream. (Dittrich and Duysters 2007, Zaheer e2@L0). This stream strongly builds
upon earlier work on inter organizational innovatieetworks.

b. The second stream focuses on firms’ collaboratiath wheir users for
external exploration of new knowledge and ideasgeBs et al. (2010) West and
Lakhani (2008)’s work examines how firms can hasna®fit from user innovation.
Earlier work on role of communities in supportimgpovation may provide important
contribution to open innovation research (Franke &hah 2003).

c. The business models stream includes research textosf open innovation
that examines the exploitation of knowledge in dpen innovation processes, if
appropriatibility enhances or reduces the openvation activities (West 2006).

d. Innovation markets, the fourth stream of reseaoduges on ways by which
the process of open innovation can be facilitaliéé, the role of intermediaries in
facilitating the exchanges (Howells 2006). Diffgrifrom the other lines of research
that focus more on inbound open innovation, thisash is relatively balanced in
concentrating on both inbound and out bound prese¢arora and Gambardella
2010).

Different themes in open innovation research anersarised in Table 2.5, below.
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Table 2.5: Summary of themes found in the literatue on open innovation

Themes References Proposition / Findings
Globalization of innovation Levitt 1983, Cohen ahdvinthal 1990, Raider Key drivers of global research / R & D internatiimation are
2006 access to resources and new information and conuamimn

technologies enabling virtual R&D teams and decedized
innovation processes

The concept or notion of operChesbrough 2003a, West and Gallagher 20@ening up of the innovation process by strategiespooled R&D
innovation Motzek 2007, Gassmann 2009, Dahlander
Gann 2010, Huizingh 2011 afggrms of openness

Determinants of open innovation

Business Models Chesbrough 2003c, West 2006, Ghago and Business models with reduced R&D expenditure, meed
Schwartz 2007, Bianchi et al. 2011 innovation output and with scope of new markets lbarcreated by
adapting to open innovation

Technology Transactions Fosfuri 2006, Chesbrougld72Mittrich and Inward technology transfer and R&D alliances, regjdievelopment
Duysters 2007, Lichtenthaler and Lichtenthalef an internal organizational capability by therfg
2009, Zaheer et al. 2010

User innovation Franke and Shah 2002, West and drakP008, Firms can harness profit by collaboration with thesers for
Bogers et al. 2010 external exploration of new knowledge and ideas

Innovation Markets Arora and Gambardella 2010, HB2006 Intermediaries facilitate the processmminnovation

IP, patenting and appropriation Henkel 2006, vgopeEl and von Krogh 2006 For increasing profitsnirannovations, firms must freely reveal

information instead of holding it secret or licergit
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Organizational design and
boundaries of the firm

Leadership and culture

Industrialdynamics and
manufacturing

Chesbrough 2003b, Billinger 2006, Dahlander aMrtical integration is a way for firms to be opém final and
Wallin 2006, Fetterhoff and Voelkel 2006intermediate markets

Jacobides et al. 2006, Simard and West 2006 In open innovation, knowledge transactions are rirga through

three major decisions namely: knowledge acquisitioake or buy);
knowledge integration (integrate or relate); andowiedge
exploitation (keep or sell)

Witzeman et al. 2006, Flgnand WaguespackLeaders must make strong technical contributiond maust then
2007 integrate their communities

More a firm sources external innovation greataéhésneed for it to
transform systems, processes, values and cultyoevesrful forces
resisting open innovation are often found inside érganization,
like employees being trained to think internally

Christensen et al. 2005, Berkhout et al. 2006 8asethe position in the innovation system; stafenaturity;
and the value proposition, firms manage their op@movation
activities with regard to an emerging technology

Source: Adapted and modified from Elmquist et al. 2009, 433
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Empirical open innovation research

With the aim of synthesising the empirical studieopen innovation research,
and also outlining the key tendencies of reseancthé area, a review of empirical
research studies on open innovation published ynifkeovation management journals,
namely: Journal of Product Innovation Management, R&D Maeagnt, Research
Policy, Technovation, and Strategic Management dalurfrom 2003 (when the term
was coined) onwards was conducted (Table 2.7 ieduat the end of the chapter).
Thirty nine studies were identified using the tespen innovation in search of the title
and abstract of articles in these journals. Thelsietyl nine studies are described in
Table 2.7 in terms of (1) industry context of tiedy (2) method used (3) sample size
and (4) propositions/ findings of the study.

Empirical research on open innovation highlightattbpen innovation can be
increasingly seen as a global trend occurring istnmedustries and markets. Research
has focused on understanding and exploring theatmgfaopen innovation activities on
the performance of firms. This has been exploreanfrmany perspectives. While
Laursen and Salter (2006) find a curvilinear relaship of openness with innovation
performance; Lichtenthaler (2009) study the factirat positively strengthen open
innovation’s impact on firm performance. Other sésdocus on impact of openness on
firm's R&D performance (Asakawa et al. 2010); protdunnovation performance
(Faems et al. 2010); differing impact on incrememaovation and radical innovation
performance. Impact of openness towards custonsengpliers, and towards cross
sector companies on firms’ innovation performanas also been explored (Chiang and
Hung 2010).

Empirical open innovation research also explores rieks of opening up the
innovation activity and the challenges faced bynér practicing open innovation.
Lichtenthaler (2010) outlines the risks derived nircexcessively opening up of
technology exploration, retention, or exploitatiamd interdependencies between these
activities while other studies argue that the mirgiortant challenge firms face when
opening up relates to organizational and cultusslués due to increased external
contacts (Van de Vrande et al. 2009).

In terms of collection of data, evidences indidhiat the CIS data has been used
by a majority of the large-scale empirical studdesopen innovation. While most of this

research has been undertaken in Europe which mayrésult of the availability of the
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community innovation survey data that has had aiffigence on open innovation

research, studies have largely focused on eitearghe country or a single industry.

Observations drawn from the listing suggest poadigtimportant fields for future
investigation. Empirical evidences of open innomatresearch highlight that there has
been an increased emphasis on the positive outcohpgacticing open innovation and
on the risks and challenges associated with it;dvawresearch on how firms practice
open innovation is still emerging. Huizingh (20EIyues that open innovation is not a
clear cut concept and can come in many forms asause it is a construct that cannot
be measured directly, understanding its practigeires exploring innovation activities
and their management. It is further complicatedsn innovation is often diffusely
organized within a firm and may be organized veffecently in different firms suggest
Schroll and Mild (2011). Thus an emerging streamempirical open innovation
research is the diffusion of open innovation, whadmprises of themes such as the
extent of open innovation adoption, the practicditierent open innovation modes and
the factors that influence or moderate firms’ picidecisions. Recognizing the need
for this research, this study focuses on explotimg management of the process of

innovation and its extent of openness in Irish féods.

2.6 The Management of Innovation

Firms consider the management of innovation as anéheir basic business
functions (Wheelwright and Clark 1992, Janszen,020@&nd for managing innovation
in context of its opening up, Chiaroni et al. (2Pp$liggest that firms need to act upon
four key managerial levers, namely: networks; omgional structures; evaluation

process and knowledge management systems.

a. Networks — the open innovation business model requires biestang
relationships with a variety of partners, like wemsities and research centres (Perkmann
and Walsh 2007), suppliers (Emden Grand et al. 0@6users (von Hippel 2005,
Simard and West 2006, West and Lakhani 2008). Thieger-organisational
relationships may be formed with an explorativeemploitative intent suggests March
(1991) i.e. for exploring external knowledge or &®eking opportunities for external
exploitation of internal knowledge. Thus practiciogen innovation requires firms to
manage different networks for different purposes.

b. Organizational structures— Hansen and Nohria (2004) suggest that for

successfully managing knowledge acquired from eslegparties, firms need to develop
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and manage internal networks or organisationaktiras focusing on integrating the
acquired knowledge into the firm’s innovation pregeand a similar internal re-
organisation is required when marketing internaveloped ideas through external
paths. These organisational structures are différem independent open innovation

business units or cross-functional teams argue&ai¥002) and Kirschbaum (2005).

Chesbrough and Crowther (2006) suggest that thea aphovation organizational
structures concept must also include supportingsratith in the organizations that
bring about the practicing of open innovation, likkampions who lead the open
innovation adoption or gate- keepers who managdanieeface between the external
environment and the firm (Allen 1970, Tushman 1973)milarly Santoro and
Chakrabarti (2002) suggest that for streamlininfijouw of knowledge from external
parties, it is necessary for firms to create arepmhdent business unit for managing
collaborative relationships and research contractd likewise business units with
adequate resources and skills are also neededffemtiee external exploitation of
internal ideas (Lichtenthaler and Ernst 2007).

c. Evaluation process- Because the openness of the innovation systeoivies
significant technological and market uncertaintyalaation of innovation projects
becomes increasingly difficult. Chesbrough (2008ajs suggests that firms need to
develop and manage new evaluation metrics focusimgexternal sources and/ or
exploitation paths. Similarly van de Vrande et(aD06) argue about the importance of
continuously scanning and monitoring the extermalirenment for range of available
technologies. In context of the inside out operowation Lichtenthaler (2004) suggests
that external exploitation options must be consdeat the very beginning of the
evaluation process as these may potentially imiecprofits resulting from innovation.

d. Knowledge management systemkastly, the managerial lever on which firms
need to act when implementing open innovation & knowledge management
systems; as open innovation is all about leveragimgy utilizing knowledge generated
within or outside of the firm it thus requires knledge management systems to adapt to
sharing and transfer of knowledge within as wellbatween firms (Chiaroni et al.
2011).

Initial studies on open innovation outlined thaitn$ engaged in open innovation
activities more on a trial-and-error basis whilenyaractitioners and scholars today
argue that open innovation requires a more fornpgr@ach for managing various

inflows and outflows (Chesbrough and Brunswickedl®0 A formal approach to
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managing innovation requires firms to have a distimritten strategy for open
innovation, make use of documented and standargimemesses for implementing open
innovation, detailing their routines, and focusing different kinds of tools for
measuring and reviewing the impact of open innovatiWwhile a more informal
dimension of managing open innovation includesra’é culture and its norms, values
and personal relationships of individuals. Howeweanaging open innovation doesn’t
imply making a decision on employing either forneal informal practices; it rather
requires both dimensions (Chesbrough and Brunswi2z&3). Firms need to initiate
several managerial measures to undertake it asasetlountermeasures, to limit the

potential risks or possible negative consequentpgagticing it.

In this context, Lichtenthaler (2010) argues thantmuing with sufficient
investments in internal R&D, is one such measureefesuring complementary nature
of internal R&D and external technology sourcing, teat firms can not only avoid
complete dependencies on external partners butb@garepared with sufficient prior
technological knowledge for identifying and absogoiknowledge from external
partners at a future date. Accordingly, it needsé¢opointed out by the firm’s top
management that open innovation practices areiadditto and not a substitute for
internal R&D.

Moreover, as it is often required to adapt exterieghnologies to match the
internal needs of firm, external technologies mibstevaluated so as not to waste
resources. Firms need to build strong internal Kedge base for maintaining
flexibility in highly dynamic environments, like tgroceed on their own if
collaborations with external partners are not sssfté. Lichtenthaler (2010) also
suggest that in order to manage the opening uphef itnovation process, top
management of a firm must limit external technolaggploitation for certain core
technology fields of the firm to only exception@uations. Firms must also formulate
long-term strategies for establishing guidelines ifalividual decisions on externally
exploiting technology so that technology exploaatiactivities are designed to achieve

a firm-level optimum rather than a local optimum ifdividual business unit.

Thus, in order to achieve the desired outcome magdge innovation activity is
pivotal. While the literature above outlines theetidor managing the opening of the
innovation process and the techniques firms copjiyafor achieving it; an exploration
of how these practices are realised in firms ag firactice innovation and engage in

interactions with external parties is missing ire textant literature. Building this
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understanding may help detail the openness in fiamd identify factors that may

impact the same.

2.7 Extent of Openness of Innovation Processes

The process of opening of the innovation systedemanding. It often starts with
outsourcing to contract service organizations ssiggéassman et al. (2010) and more
strategic modes of execution then follow. Barrétalke (2011) argue that it involves
three major challenges for a firm, namely, ensutirag it is ready to open up, building
trust among partners and putting together a businesdel for mutually rewarding
relationships. They further suggest that to enalgening up firms must pursue
preparations to collaborate with partners like digpi@g internal capacities, technology
infrastructure to support innovation, mechanisnad¢oess upcoming opportunities and

partners’ ideas and ability to convert these irdtuable products.

Based on the early work of Lewin (1947) on orgatiareal change Chiaroni et al.
(2011) posit that the process of opening up thevation process follows three stages
of unfreezing, moving and institutionalizing. Kafté2007) suggests the first phase
refers to creating a sense of urgency, a guidiraditcan for championing change. The
second phase is about the actual implementatiorthahge by establishing new
procedures and patterns of behaviour accordindhéonew vision. An experimental
“trial and error” approach guiding the choice eblution that fits with the firm’s
internal and external context is the typical chamastic of this stage. Finally, the third
phase refers to institutionalizing the new ordey, donsolidating the improvements
achieved so far.

On a further level, in practicing open innovatianms engage with suppliers,
customers, competitors, research institutions asmth ®ther organizations that may be
from same or different industries that have sohgidhat can improve the firm’s
innovations or that can exploit solutions the compahas developed. These
collaborations may take many shapes and forms asiathen jointly developing a new
technology they may last for a significant periodley may be repeated collaborations
that involve different groups of organizations;ytmeay be initiated by different players
(e.g., the suppliers or customers); they may reqdifferent roles to be played by the
organization like project leader or project papant at times, and going beyond R&D
and marketing, these may involve different depantmewithin the firms such as

production, logistics, and finance.

48



While Chesbrough et al. (2006) indicated two cotualy separate dimensions
of the open innovation process, namely in boundarndound open innovation, others
suggest models with stages for the open innovagtimtess, such as Fetterhoff and
Voelkel (2006) proposed a five stage model fordpen innovation process, the stages
being: (a) seeking opportunities, (b) evaluatingjrtmarket potential and inventiveness,
(c) recruiting potential development partners, (dppturing value through
commercialization, and (e) extending the innovatioffering. Another five stage
process focusing on managing knowledge integratiaa put forward by Wallin and
von Krogh (2010), its stage being, (a) define theovation process, (b) identify
innovation-relevant knowledge, (c) select an appabd® integration mechanism, (d)
create effective governance mechanisms (e) bal@oceatives and controls. Issues in
stage 4 were further elaborated by Wallin and voogKk (2010), as involving selection
of the partner, evaluating the contributions, owhgr of intellectual property, division

of profits and losses, taking group decision, amthaging conflicts.

Understanding the process of open innovation néedse combined with the
innovation activities of a firm. Hansen and Birkiasv (2007) argue that the process of
transformation of the ideas into commercial outpuist be viewed as an integrated
flow - IVC. They also indicate that a link by lirdnalysis helps identifying the different
strong and weak links in the process and therelpyaming overall innovation efforts.
Similarly open innovation practices may also difigrstage of a firm’s IVC. Doran and
O’Leary (2011) suggest that the IVC framework figies the analysis of inter-
relationships between external interaction and vation as it highlights the structure
and complexity of the innovation process. Becausawkedge, of different types and
from varying sources, is the uniting aspect prowdihe main functional link between
the different aspects of the IVC (Roper et al. 20@8 IVC framework can be a useful

tool in exploring the extent to which innovatioropesses are open in firms.

2.7.1 The Innovation Value Chain

For conceptualizing and operationalizing the inrimra process, management
literature presents an expansive approach withiclwimnovation activities of almost
all firms’ can be considered (Ganotakis and Lov&20 This approach or the IVC
framework proposed by Hansen and Birkinshaw (20973 “sequential, three-phase
process that involves idea generation, idea dewedop, and the diffusion of developed

concepts” (p. 122). The framework highlights theeirelationship of the different
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stages of the innovation process and how the diftephases are inter dependent.
Hansen and Birkinshaw (2007) argue that firms magkin certain activities which are

their strongest links while may struggle with othetheir weakest links, but the whole
process may fail if any one link fails or is weagardless of the strength of the other
links. This suggests a strategic approach for mensaip view innovation as an end-to-

end process, with development priorities focusethose elements which are weakest.

Hansen and Birkinshaw (2007) proposed the IVC fraork based on their
findings of five large research projects on innamatwhich they undertook over the
past decade. Interviewing more than 130 executik@® over 30 multinationals in
North America and Europe they surveyed 4,000 nacative employees in 15
multinationals, and analysed innovation effectiveani}n 120 new-product-development
projects and 100 corporate venturing units. Prasgmbnovation as a sequential three
phase process, including idea generation, ideala@went and the diffusion of the
developed concept, Hansen and Birkinshaw (2007gestghat in order to advance the
innovation process, it must be viewed as an intedrflow of transforming ideas into
innovation output. They argue that across all thasps, managers must perform six
critical tasks—internal sourcing, cross-unit somggi external sourcing, selection,
development, and companywide spread of the ideaerfslly outlining that the
process is focused at how firms source knowledgetransformation of the knowledge
into innovation output and finally the exploitatiaf the innovation output for the
benefit of the firm's performance. Figure 2.3 beldlustrates the Innovation Value
Chain.

Three stages of the innovation value chain

The first stage involves firms’ efforts to gathdl mecessary knowledge for
innovation. These knowledge sources can be bo#rnak and external to the firm,
acting as complements or substitutes to one an@¢theiretsch et al. 1996). Cassiman
and Veugelers (2002) indicate a complementaryiogiship between the internal and
external knowledge sourcing by firms, while Schm{@005) suggests a substituting
relationship between internal R&D and external klealge sourcing.

Managers understand that innovations start withdgdeas and look for these,
instinctively first within their own functional gups or business units or by cross unit
collaboration that involves combining insights aabwledge from different parts of
the firm. This is followed by searching for innowet opportunities outside of the firm.
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Hansen and Birkinshaw (2007) suggest that for impg their innovation activities,
firms need to access if they are sourcing enougid geas from within and outside of
the company and even outside the industry by tgppito the insights and knowledge
of customers, end users, competitors, universiinelgpendent entrepreneurs, investors,

inventors, scientists, and suppliers.

The second stage involves transforming knowleddge imnovation output like
new products, processes or organizational formsasela and Birkinshaw (2007)
suggest that for ideas or concepts to prosperpagscreening and funding mechanism
is required. They argue that in some firms tightigets, conventional thinking, and
strict funding criteria prevent most novel ideasnirthriving. While in others managers
don’t screen ideas strictly enough leading to doai$ with new projects of varying
quality within the firm, having no clear sense adwh the initiatives fit into the
overarching corporate strategy. The IVC therefatbvidually focuses on the next stage
of the innovation process after generation of idedsch is screening or funding or
development of the innovative ideas into revenueegasing products, services, and
processes. Firms may use multi-skilled internamieaor different forms of external
partners when developing new innovations. The IV&nkework in the development

stage also captures organizational and marketitngtees.
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Idea Generation Conversion Diffusion
IN-HOUSE CROSS- EXTERNAL SELECTION DEVELOPMENT SPREAD
POLLINATION
Creation Collaborations Collaboration with | Screening and initia] Movement from idea Dissemination
within a unit across units parties outside the funding to first result
firms
KEY Do people inf Do we create goodDo  we source Are we good at Are we good at Are we good at diffusing
QUESTIONS our unit create ideas by working enough good ideasscreening andturning ideas inta developed ideas?
good ideas om across the from outside the funding new ideas? | viable products
their own? company? firm? businesses and best
practices?
KEY Number of Number of high- Number of high- Percentage of all Percentage of Percentage of penetration in
PERFORMANCE | high-quality | quality ideas quality ideas ideas generated that funded ideas that | desired markets, channels,
INDICATORS ideas generated across | generated from end up being lead to revenues; customer groups; humber of
generated units. outside the firm. selected and funded. number of months to months to full diffusion.
within a unit. first sale

Source Hansen and Birkinshaw 2007, p4

Figure 2.3: The innovation value chain
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The final stage of the IVC involves the processegploitation by which the
innovation outputs are translated into productivity sales gains. Hansen and
Birkinshaw (2007) suggest that for diffusing thencepts that have been sourced,
vetted, funded, and developed, firms must get glevant constituencies within the
organization to support and spread the new prodbcisinesses, and practices across

desirable geographic locations, channels, and mestgroups.

Further, in order to strengthen the weakest linkstheir IVC, Hansen and

Birkinshaw (2007) recommend practices firms canpaddhese include: building

external networks, building cross-unit networkspyading cross-unit funding, creating

focused units and designating idea champions. T&bée below outlines these

recommendations with examples provided in each. case

Table 2.6: Practices to strengthen weakest links

If your Consider these | Examples
company has | practices
difficulty...
Generating Build external | At Procter & Gamble, in-house product developers
ideas networks translate customer needs into technology briefsrdesg
problems needing resolution. Briefs go to technplpg
scouts, suppliers, research labs, and retaileridwinle to
elicit solutions
Build cross-unit | P&G has communities of practice, each comprising
networks volunteers from different parts of the organizatand built
around an area of expertise. The teams solve #pecif
problems and participate in monthly technology sutsim
with representatives from P&G’s business units.
Converting Provide cross | Shell Oil's Game Changer unit funds development of
ideas unit radical ideas, operating across major division$ &ith40m
funding annual seed-funding budget. Forty percent of ptsjéc
Shell's exploration and production sectors staggdsame
Changer projects
Create safe A technology firm established a separate, autonemou
havens business unit to develop new ideas supporting |the
company’s strategy. Successful venture managersear
hefty bonuses. Numerous ventures became viable
businesses with combined annual revenues of £100 m.
Diffusing Designate “idea| Sara Lee’s Sanex shower products encountered aesest
ideas evangelists” from several country managers. A division presideaon
them over by repeatedly visiting them and hosthegt at
headquarters. Sanex eventually was introduced in 29
countries.

Source:Hansen and Birkinshaw 2007, p1
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Empirical research on the IVC has primarily beemied out in the Irish context,
with Love and Roper (2001), Jordan and O’Leary @0a8nd Roper et al. (2008)
researching the different stages of the IVC in marin full. This research argues a
complementary relationship between the two knowdedgurces and analysing how
firms generate innovative output using an innovatpyoduction function approach,
finds that both R&D and external interaction havgoaitive effect on the possibility of
product innovation. Roper (2001) in case of IrisAnofacturing plants suggested that
networking plays an important part in determinitg fikelihood of the plant being

innovative.

Roper et al. (2008) find that a firm’'s performansepositively impacted by
innovation output. Extending Roper’s (2008) worlgrén and O’Leary (2011) explore
potential feedback effects on firms’ performancd amovation output and outline that
together with productivity being affected by inntea output, feedback from market

and other sources may also influence the innovatigput of a business.
Benefits of the innovation value chain

The chief advantage of the IVC is that it highlglte structure and complexity
of the innovation process (Doran and O’Leary 201is perspective echoes with

Kline and Rosenberg (1986) argument that —

Innovation is complex, uncertain, somewhat disdydend subject to changes of
many sorts. Innovation is also difficult to measwed demands close co-
ordination of adequate technical knowledge and kot market judgement in
order to satisfy economic, technological and otlygses of constraints — all
simultaneously. The process of innovation mustidged as a series of changes
in a complete syste(p275).

This systematic approach not just guides firmsdeniify their strong and weak
links in the process of innovation but also dem@tses the significant inter-
relationships in the complete innovation procels, ihteractions that take place from
knowledge sourcing to diffusion of the outcomesddferent types of innovation. It
highlights vital complementarities between the riné¢ and external sources of

knowledge.

Ganotakis and Love (2012) suggest that the uskeoMC helps demonstrate the
direct and indirect impacts of the different comg@ots of innovation and highlights the

essential indicators both for the strategy of tha fand for innovation support policies.
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From a management perspective, the usage of IV Hetus management’s attention
on the weak links in the innovation process, ptizegi advancing of the innovation
activities, and interrelationships within the pregeBased upon their empirical analysis
Ganotakis and Love (2012) outline that external R&Bomplementary to both internal
R&D and supply-chain knowledge sources, and thezefuggest that investment in
external R&D can indirectly benefit innovation pmrhance, even where the direct
effect of external R&D is absent or minimal. Furthere, from a policy perspective,
Ganotakis and Love (2012) suggest that by modetlieglVC factors which contribute
to or limit capability at each stage in the proceas be identified, which may help
defining potential strategic and policy prioritidmportantly, analysing the innovation
process at distinct stages rather than merely mmavation process helps recognize the
direct and indirect impacts of different inputsg(e.different knowledge sources and

skills) of the innovation process.

Overall the advantage of the IVC approach is thatllows firms to clearly
examine the linkages in the innovation process fraonceptualization to
commercialization. For example, modelling the IVi@nhiework, Roper et al. (2008)
show that there are synergies between firms’ imlesind external knowledge gathering
activities, indicating advantages of opening up itl@ovation process (Chesbrough,
2003, 2006, Laursen and Salter 2006). Additionalhgy find evidence of strong
positive linkages between knowledge sourcing aatwiof firms and their innovation

outputs, and strong positive links between theioiration activity and business growth.

Doran and O’Leary (2011) suggest that the IVC franor& facilitates the analysis
of inter-relationships between external interactéord innovation as it highlights the
structure and complexity of the innovation procéssknowledge of different types and
from varying sources is the uniting aspect provgdihe main functional link between
the different aspects of the IVC (Roper et al. 2008 IVC framework can be a useful

tool in exploring open innovation in firms.

2.8 Conclusion

The open innovation literature highlights the gnogvinterest of both researchers
and practitioners towards the approach. While gaen as a global trend occurring in
many industries and markets, the focus of reseaashoften been restricted to adoption
in SMEs; in certain regions or in single industri#®e main discussions in the open

innovation literature can be summarized under fooad themes, namely what is open
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innovation? Why should firms be open in their inabon? What organizational
cultures support open innovation? How can firmsnogpeir innovation process? These
themes are discussed below outlining what we krmaww fthe literature and where the

research gap lies.

(a) What is open innovation?

The concept or notion of open innovation is onéhefmajor themes in the existing
open innovation literature. The initial works ore ttopic have primarily looked at firms
commercializing internal as well as external idégsmaking use of internal and/or
external pathways to the market. Seminal work bysbhough (2003a), West and
Gallagher (2006) identified techniques like podR&D and spin outs for opening up of
the innovation process. While Chiaroni et al. (20dilggested a three phase process for
open innovation, Gassmann and Enkel (2004) detaliedinside-out and outside-in
processes of open innovation. Christensen (2005) discussed the concept in the
context of industrial dynamics. Using CIS data aeskers have explored the impact of
search depth and width on innovation performancauéen and Salter 2006); open
innovation culture and importing mechanisms (Vam Bieer 2007); and impact of

information sources on the degree of novelty ofitim@vation (Mention 2011).

Thus, while we know that open innovation includeside-out and outside—in
dimensions and the activities that can be regasteteing open in innovation. The
conceptual ambiguity of the concept remains, ifropgovation is only about external
interactions or strategic adoption and managemfahieanodel is required. Research on
how open innovation is practiced and managed aisfirs less developed. Also, a

process view of the extent of openness of innonatget to be established.

(b) Why should firms be open in their innovation?

Another focus of open innovation research has lmeethe benefits of practicing
open innovation. This theme includes a varietytaflies that highlight the benefits of
open innovation. Like Chesbrough (2003c) suggebtt firms can adopt open
innovation practices in order to overcome the gsiosts of technology development,
the shortening product life cycles and for levenggdn external R&D resources to save
time and money. Von Hippel and von Krogh (2006)gasy a private-collective model
of innovation incentives for increasing profitsrftannovations. Similarly, Laursen and
Salter (2006); Chen et al., (2011) argue that $&agcwidely and deeply is related to
innovation performance and Chiang and Hung (20a@ysst that open search depth is
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positively related to the innovating firm’s incremal innovation performance, and
open search breadth is positively related to rddimaovation performance. Other
studies also outline that open innovation incre&&BD performance (Asakawa et al.
2010; lli et al. 2010), innovation performance (@Gil 2010; Inauen and Schenker-
Wicki 2011) and financial performance (Faems e@lL0; Cheng and Huizingh 2014)

of firms.

Exploring factors that lead to the practice of operovation, Keupp and Gassmann
(2009) suggested that firms whose internal innayasxtivities are confronted with
impediments to innovation are likely to practiceenpinnovation. Technological
turbulence, transaction rate and competitive intgms technology markets were other
factors identified by Lichtenthaler (2009). Exammigi the practice in large firms,
Mortara and Minshall (2011) outlined that adoptairopen innovation varies according
to their innovation requirements, the timing of theovation implementation and their

organizational culture.

As studies outline the benefits of practicing operovation, factors that lead to the
practice and its impact on a firm’s performancesdech on risks of opening up the
innovation process has been limited. Also, if there limits to the benefits of opening
up of innovation? How do firms that open up theinavation activities manage

innovation leaks and competitive threats?

(c) What organizational cultures support open innovétio

Organizational culture has been identified as arpomtant aspect within
organizations that impacts how much external idputnnovations will produce useful
outcomes for a firm. Many studies in the extantropenovation literature can be
grouped under this theme. In practicing open intiomait is crucial to create a culture
that values outside competence and know-how fomgowith increasing products and
technologies complexity (Gassmann et al. 2010)eO#tudies highlight the need for
organizational cultural amendment for practicingempinnovation (Fleming and
Waguespack, 2007; Witzeman et al. 2006). Explotimg Dutch manufacturing and
service SMEs, Van de Vrande et al. (2009) idemtibeganizational and cultural issues
as the most important challenge in adopting ope@ovation practices. Mortara et al.
(2010) identified the different organisational cu#t archetypes that impact open
innovation practices and Burcharth,et al. (2014)ehshown how the level of negative
attitudes to the acquisition and sharing of knogiedthe NIH and NSH syndromes)

negatively influences the extent of use of opemwation practices.
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Thus, studies have identified organizational celtas an important barrier to open
innovation, and the different models of organigaio culture that impact open
innovation practices. Research has not explorechntiie organizational cultures that

support open innovation activities.

(d) How can firms open their innovation?

Finally, ways of implementing open innovation haei another major focus of
open innovation research. While Von Hippel (1986pgests that user integration
enables understanding customers’ latent requiresnant this has been identified as an
important way of practicing open innovation (Gassmat al. (2010). Hagedoorn
(2002) argue that early involvement of the suppligr the innovation process can
significantly augment the innovation performanceog8s et al. (2010) West and
Lakhani (2008)'s work also examines the profit fraser innovation. Lee et al. (2010)
identified networking as an effective mean to fiéaié open innovation among SMEs,
and Lichtenthaler (2010) suggested that firms neyexe additional benefits of open
innovation by establishing a proficient managemeit the process. Different
organisational modes for implementing open inn@rathave been suggested by
Chiaroni et al. (2009) and Bianchi et al. (2011)pflier integration (Schweitzer et al.
2011) and use of intermediaries (Dodourova and 820i4) are other ways discussed
in the open innovation literature. As studies @tliuser integration, supplier
integration, networking and use of intermediarisgexhniques for implementing open

innovation, research on how the procedures ardipedcand managed is limited.

In summary, the extant literature builds our untdrding about the concept of
open innovation, and the techniques that can bdosexg for adopting the practices.
While extant research outlines the organizationdtucal challenges and details the
benefits of practicing open innovation, researchkess developed in terms of (a) the
way it is practiced and managed and (b) the extenthich innovation processes in
firms are open (Enkel et al. 2009, Van de Vrandalet2009). Exploration of the
concept for the extent of openness in innovatiah the management of the practice of
open innovation are fundamental to understandirg ‘ttow’ and ‘why’ of open
innovation (Huzingh 2011). Previous research ackedges that the practice of open
innovation phenomenon is no longer confined to anhovation practitioners mostly
active in high-tech industries, but it is increg@tyn wide spread. Yet a clearer
understanding of its mechanisms inside and outsidbe firms is missing (Gassmann

et al. 2010). Therefore, the objective of this gtiglto explore (a) the management of
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the process of innovation and (b) the extent tactvltihe innovation process in firms is

open across the IVC.

Addressing this issue, the specific research questexplored in the study are: (a)
how is the innovation process is organized and gedia and (b) what is the extent of
interactions and the variations, if any, in thegeractions during the different phases of
the IVC as an innovation progresses? The approakéntto study these research
guestions is to explore a significant innovatioentified by the interviewees in a

number of firms.

The organization and management of the innovatroogss in firms is studied in
terms of: innovation objectives, innovation teamesource allocation, involvement of
senior managers, and the internal and externaftaictiens firms engage in for their

innovations.

The extent to which the innovation process is dpesxplored in terms of the IVC.
Because of the complex and uncertain nature oiinth@vation process, the extent of its
openness is analysed individually at each stagthefinnovation process. The IVC
framework is used to explore the extent to whiah ittmovation processes are open as
firms develop innovations. Doran and O’Leary (204uggest that the IVC captures this
systemic nature of the innovation process and igigtd its structure and complexity.
Hansen and Birkinshaw’s (2007) IVC framework isréfere utilized in this study to
explore the extent to which the innovation prodssspen in firms. Each stage of the
innovation process from conceptualization to conumadization as the innovation
advances is explored for the internal and extemmaractions during the innovation
process; the extent of these interactions and ebehinteractions vary during the
different phases of the IVC as the innovation pesges. The methodology employed
for conducting the study is detailed in the nexpter (Chapter 3).
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Table 2.7: Empirical research on open innovation

Author, Year Industry/Country Method Sample Size Proposition / Findings
Christensen et al. Consumer electronics Interviews 9 Based on the position in the innovation systengestaf maturity;
% Speciaized  tradeWebsites of all 200 E Ve FERNE merging tostnology
literature registered 9 ging gy
Specialized websitesfﬁempan'esstu;\i’gg
on the studied technolo
technology gy
Laursen and Manufacturing firms UK Innovation 2,707 Searching widely and deeply is curvilineaehated to innovation
Salter 2006 UK Survey performance
Van der Meer Netherlands (Dutch) National814 Dutch companies have successfully adopted the iphasc of
2007 Innovation Survey open innovation regarding open innovation cultureé emporting
Interviews 28 mechanisms
Challenges exists in the use of exporting mechanisna in the
flexibility and open way of handling their businessdels
Chiaroni et al. Bio-pharmaceutical Interviews 20 For Open Innovation, bio-pharmaceutical firms exgea
2009 ital technologies and knowledge with different types pafrtners
y along the phases of the drug discovery and devedopprocess
Bio-pharmaceutical Interviews 20 through different organisational modes
Worldwide
Keupp and Switzerland Swiss Innovation2,312 Firms whose internal innovatory activitiege @onfronted with
Gassmann 2009 Survey impediments to innovation are likely to practiceenpnnovation
more intensively
Lichtenthaler Large and medium sizedQuestionnaire 136 The degree of technological turbulence, trarmacrate and

2009 industrial firms

Financial databases

competitive intensity in technology markets stréegt the
positive effects of outbound open innovation on mfir
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Germany, Austria

Switzerland

andAnnual reports

Van de Vrande et Manufacturing and serviceSurvey by EIM 605

al. 2009 SMEs (Dutch institute for
Netherlands business and policy
research)
Asakawa et al. Chemical, Pharmaceutical Questionnaire 203

2010 Steel, Automobile, Precision
apparatus and Communication
Laboratories Japan

Barge-Gil 2010 Manufacturing firms Spanish institute of 10,875

statistics database

Spain
Belussi et al. Life sciences Interviews 78
2010 italy
Chiang and Hung Electronic product Questionnaire 184
2010 manufacturing firms

Taiwan

Chiaroni et al. Cement, Concrete and Stedhterviews
2010 pipes, Chemicals, Automotive
break systems

11 (in 4 firms)

Italy

performance.

By contrast, the degree of patent protection daesfacilitate
successful open innovation

SMEs engage in many open innovation practicesaply for
market-related motives like meeting customer dermanor
keeping up with competitors. Their most importahalienges
relate to organizational and cultural issues dueintreased
external contacts

There are no major differences between manufactuend
services industries, but medium-sized firms areemovolved in
open innovation than their smaller counterparts

Open innovation policy contrisute the laboratory’s R&D
performance by facilitating external collaboratiofs the
laboratory

Open innovators are smaller and less R&BEngive than semi-
open ones, although larger and more R&D intendiam tclosed
innovators

Innovation openness
innovative performance

significantly luehces the firms’

Open search depth is positivebted to the innovating firm’s
incremental innovation performance, and open selreadth is
positively related to radical innovation performanc

Open Innovation is implemented @am three-phase process -
unfreezing, moving and institutionalising

The journey from Closed to Open Innovation involf@sr main
dimensions of the firm's organization, i.e. integamizational
networks, organizational structures, evaluationcesses and
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knowledge management systems, along which changle te
managed and stimulated

Faems et al. 2010 Manufacturing firms Belgium  Babgi Community 305 Technology alliance portfolio diversity has iadirect positive
Innovation  Survey impact on financial performance via increased pcodhnovation
(CIS 4) performance
BELFIRST database In short term, the direct cost-increasing effectte¢hnology

alliance portfolio diversity exceeds the indireelue-generating
effect of tech alliances

lli et al. 2010 Automotive Questionnaire 42 Open Innovation is a more adequate practicehieae a better
Germany Interviews R&D proqluctwny for companies in the automotivalirstry than
a closed innovation model
Lee et al. 2010 SMEs 2005 Technology 2,414 Networking is the effective way to facilitatpen innovation
Korea Innovation  Survey, among SMEs
Korea
Lichtenthaler Medium sized and largelnterviews 48 (in 31 firms) The risks of opening up the inntma processes constitute an
2010 industrial firms important barrier to the adoption of the trend tmigaopen
E innovation. These risks derive from excessively nipg up
urope ; . e
technology exploration, retention, or exploitationand
interdependencies between these activities
Firms may achieve additional benefits if they opgm their
innovation processes along with establishing a i@esft
management of the open innovation processes
Mortara et al. Multi-national companies Interviews 37 Most companies start to implement Open Innowaiin their
2010 R&D facilities but there are differences within thR&D
functions based on organisational culture archetype
In blue sky research units supportive culture exishile
achievement culture in applied R&D
Sieg et al Chemical industry Interviews 7 cases o wBOutlines managerial challenges faced by compangekimg with

worked with the an innovation intermediary to solve R&D problems
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2010
Bianchi et
2011
Chen 2011
Chiaroni et
2011

Filippetti 2011

Huang 2011

al.

al.

United States and Western

Europe
Bio-pharmaceutical Interviews
Italy
Bio-pharmaceutical Annual reports
Worldwide
China Questionnaire
Cement Interviews
ltaly Website, Annual
Report
27 Member European
States of the EU, Norway anqummlssmn S
Switzerland nnobarometer
Survey 2009
Biotechnology firms Questionnaire and
Taiwan Telephone survey

same innovation
intermediary
during the last 5
years

20

20

209

4 (in 1 firm)

5,238

328

Bio- pharmaceutical firms use different organisagiiomodes (i.e.
licensing agreements, non-equity alliance, purchasesupply of
technical and scientific services) to enter int@atienship with
different types of partners (i.e. large pharmacalitcompanies,
product biotech firms, platform biotech firms anuuersities) to
acquire (Inbound Open Innovation) or commerciallypleit
(Outbound Open Innovation) technologies and knogged

Both the scogedapth of openness have a positive impact on
innovative performance

Increasing the diversity of partners improves mfrinnovative
performance up to an optimal number of partner$ter avhich
openness becomes counterproductive

Open Innovation is implemented alamghree-phase process of
unfreezing, moving and institutionalising

Changes through which Open Innovation is implengnte
involves four major dimensions, i.e. networks, migational
structures, evaluation processes and knowledge gearent
systems

Design and R&D are complementary sourcesnobuvation;
design is predominant in firms characterized by cnmex
innovation strategy and intense interactions whk txternal
environment (practicing open innovation); and thégses of
firms also show better economic performance

The relationship between internal learning aechnological
innovation capability is stronger when R&D team®patdopen
innovation
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Inauen and Stock-listed companies inQuestionnaire and 141 Openness towards customers, suppliers and renies has a

Schenker-Wicki Germ_any, Switzerland andTeIephone survey significant positive impact on the different inntea

2011 Austria performance
Openness towards cross-sector companies, has Hicsigtty
negative effect on innovation performance

Lazzarotti et al. Manufacturing firms Questionnaire 99 With respect to the degree of npsi.e.

2011 Italy partner variety and innovation phase variety, fdiffierent open
innovation models: open and closed innovatorsgnated and
specialized collaborators exist

Mention 2011 Service sector Community 1,052 Firms provided with information from marketusces and from

Luxembour Innovation  Survey internal sources as well as firms involved in sceshased
g (CIS4) collaboration for their product innovations are mdikely to
introduce new to the market innovations, wheredsrimation
coming from competitors seems to have a negatifheeimce on
the degree of novelty of innovation

Mortara and Multi-national companies Interviews 41 Adoption of open innovation by large firms variecarding to

Minshall 2011 UK, Mainland Europe Focus Group 65 (1) their innovation requirements, (2) the timirfgtee innovation
implementation and (3) their organizational culture

Schroll and Mild Different industries Questionnaire 180 Inbound open innovation is mamronly used than outbound

2011 open innovation

24 European countries
The R&D intensity of a company and the degree sfapen
innovation are related

Schweitzer et al. Plastics and wood industry  Questionnaire 103 Open innovation activities areenimportant in turbulent than in

2011 Austria non-turbulent markets

Supplier integration is vital when technologicalbulence is
high, whilst customer integration is critical in vinonments
characterized by high market turbulence
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Spithoven et al. Belgium Interview
2011

12 Research Openness of the innovation process forces firmskingc
absorptive capacity to search for alternative wiygngage in

centres . X )
inbound open innovation

Pullen et al. 2012 Dutch medical devices sector Survey and intervieBurvey n=60 A relatively closed, focused, and consistent 'bessAike’ NPD

Garriga et al. Manufacturing, construction,Swiss Innovation

2013 and services firms Survey

Switzerland

Hung and Chou High tech manufacturing firmssyrvey
2013 Taiwan

Lichtenthaler Manufacturing industry Interview

2013 Europe

Burcharth,et al. Private manufacturing firmsSurvey
2014 Denmark

Cheng and Service firms Survey
Huizingh 2014  Asia

Dodourova and Automobile industry Interviews
Bevis 2014 Germany, Hungary, ltaly,

Romania, Slovenia, Spain, UK

networking approach, which is characterized byltegientation

Interview n=50 and professionalism, is related to high innovaperformance

2,141 Constraints lead to a broader but shallovesrch, external
knowledge is associated with the breadth and thmthdef the
search in a U-shaped relationship

176 External technology acquisition positively affe firm
performance, whereas external technology exploitadoes not

30 Innovation Manufacturing firms reduce their transaction casteechnology
intermediaries and markets by collaborating with intermediaries

30 European

manufacturing

firms

331 The level of negative attitudes to the acqoisiand sharing of
knowledge (the NIH and NSH syndromes) influencegatieely
the extent of use of open innovation practices

223 Performing open innovation activities sgnificantly and
positively related to four dimensions of innovatiparformance:
new product/service innovativeness, new productiseisuccess,
customer performance, and financial performance

30 Identifying key obstacles to the wider adoptadrthe Ol model

in the European car industry, signals the imposaraf
intermediaries
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Henkel et al Computer componentindustry Survey and intervieurvey n=267 Component makers go through a learning process¢chwigd
2014 some to realize how selectively waiving IPRs maybbaeficial

Interview n=16 for their business
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Chapter 3

Research Methodology




3 RESEARCH METHODOLOGY

3.1 Introduction

This chapter describes the research methodologyloget in this study. In
Section 3.2 the philosophy that underpins the agrdaken is outlined, discussing the
interpretivist stance of the research. Sectiond@ails the justification for the adopted
methodology. The research process is describedentid® 3.4. This includes an
overview of the data collection methods used for study, as well as how the data was
analysed. The rationale for the research desigeroay the reasons for selecting the
industry, firms, data sources, collection and asialpre detailed. In Section 3.5 issues

associated with methodological and interpretiveri@e discussed.

3.2 Interpretivist Approach

Underpinning a research methodology is a philoszgitstance in relation to the
purpose and place of research in general, andphafie research study in particular.
Social reality can be viewed as being construdsdt is:

“Based on a constant process of interpretation amihterpretation of the
intentional, meaningful behaviour of people — imihg researchers”(Smith
1989, p85)

For interpretivists, the world is too complex todmdensed to a set of observable
laws, and understanding the real conditions bethiedeality is a more important issue
than generalizability (Gray 2004). Interpretivissneistablished on a life-world ontology
that argues that all observation is based on thaondyvalue and that exploration of the
social world is not, and cannot be, the quest asalated independent reality (Leitch et
al. 2009). In contrast, the premise of positivigrairealist ontology that assumes that
observation is not impacted by theory and the obline research is to identify law like

generalizations reasons for what was observed.

Adopting an interpretivist approach to building kriedge (Bernstein 1995) is
established on the argument that no understandintpeo social world is possible
without interpretation (Johnson 1987). In other a@&rinterpretivist research, in the

social sciences, represents a shift away from expta human behaviour by way of
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causal relationships between variables. Rathdg focused on the understanding of

human behaviour which necessitates:

“Capturing the actual meanings and interpretatiotisat actors subjectively
ascribe to phenomena in order to describe and expleeir behaviour”(Johnson
et al. 2006, p132).

An interpretivist approach allows the researchewvitw a social phenomenon
holistically, by embracing the multifaceted and aync quality of the social world
through close interactions with participants, dntgrtheir realities, and interpreting
their perceptions as appropriate (Bogdan and Tay8ai5, Hoepfl 1997, Shaw 1999).
This is accomplished by gathering rich descriptioighe actual events in real-life
scenarios (Gephart 2004).

Interpretivism is well suited to the research otwexcof this study as its focus is to
understand what is happening in a given contextrs@a et al. 2001). The
epistemological stance on interpretive approachéisat knowledge of reality is gained
only through social constructions such as langusigared meanings, tools, documents
etc. (Walsham 1993). The basic premise being th@teamology cannot be complete.
Rather, interpretivism endeavours to recognize emaprehend constructed realities

that are subject to variations as the participhatome more informed.

It is for these reasons that an interpretivist apph is considered appropriate for
a study such as this one which explores humanaiciiens in a creative process
(innovation). It follows the perspective which f@@s on meanings, trying to understand
what is happening. With inductive logic it seeke tpinions and subjective accounts
and interpretations of participants to reduce imligl experiences with a phenomenon
to a description of the universal core, what VamBbtg describes as the “grasp of the
very nature of the thing,” (1990, p177). The mosportant element in the interpretivist
paradigm is humans because realities are beliewdikt tcreated by humans in their
interpretive practices. The view that human actianesfilled with meaning, and that this
meaning is carried through to their resultant sphiés endorsed. Patton (2002) argues
that human factor is the fundamental strength aswkrdial weakness of qualitative
inquiry, as subjectivity means that knowledge i®mopo debate concerning validity.
However, Lindlof and Taylor (2002) suggest thaesshing in a naturalistic setting is
a pillar in the interpretivist paradigm, emphagisthat familiarity is both appropriate

and mandatory. As Bryman and Bell (2007) staterpretivists take the view that:
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“The subject matter of the social sciences—peopid their institutions—is
fundamentally different from that of the naturalesces. The study of the social
world therefore requires a different logic of resgaprocedure”(2007, pl17)

This different logic within an interpretivist ap@ch requires the researcher to
inductively explore concepts, rather than the dédei@rocess of using data to generate
theory. Aspects of the social world are observedrésearchers so as to discover
patterns that could be used to explain wider ppiesi. Robson (2002) also argues that
there is no one reality, rather reality is basedamnindividual’'s perceptions and
experiences. Linked to this aspect is the arguntiesit real world features that are
markedly human tend to get lost when they are aedlyand “reduced to the interaction
of variables” (Hughes and Sharrock 1997, p102).rdfoee, a researcher’s role should
be to analyse the various interpretations thatigiaaints associated to a particular

phenomenon give to their experiences (EasterbyfSenial. 2002).

The philosophical position for this research on tMsathe nature of reality and
how this reality can be known has been illustrateg the ontological and
epistemological stance outlined above. This haarclplications for the types of
methodology selected. As has been argued in #atitre review, innovation demands
close coordination of technical knowledge and miajkdgement in order to satisfy
economic, technological and other types of constisat+ all simultaneously (Kline and
Rosenberg 1986). Moreover, it is the range of esleinteractions that form the
premise of open innovation making it a complex alfficult concept to explore.
Measurement is difficult owing to multiple realgieand real-world phenomena can
only be understood by studying them in detail vatthe context in which they occur.

An interpretivist position was thus adopted in tid@search.

3.3 Justification of the Research Methodology

Prior to the commencement of data collection, itessential to clarify the
foundations of the research so as to ensure adeéited focus (Mintzberg 1979). The

discussion that follows outlines the premise th&drms the research design.

Using Perry’s (2005) three-dimensional axes ofasde classification, the central
aspects of the study are exemplified in Figure &lhssifying the research on three
design continua. On the first dimension, confirmgate exploratory, this study can be
considered exploratory as it attempts to understaowd firms adopt open innovation

practices and the extent to which their innovatiwacesses are open. On the second
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dimension, quantitative — qualitative, while thedst uses quantitative CIS data for
describing innovation in Ireland, in extracting ttletails that an exploratory research
requires, qualitative enquiry, with its ability tmderstand in depth the characteristics of
the situation, was conducted. Finally, on the thirtension basic — applied this study,
with its focus on exploring the extent of openniesBrms’ innovation processes, is an
applied research as it improves the understandiag organizational phenomenon and
produces findings of significance and value to argational stakeholders. Marked with
a cross in Figure 3.1: Classifying the researchthwmae design continua, the study is

qualitative, exploratory, and applied.

As outlined in the literature review there is achéar qualitative research on open
innovation adoption. Such an approach is called dren existing research is
incomplete (Eisenhardt 1989) and a ‘how’ or ‘whyiegtion is required to illuminate
the topic (Miles and Huberman 1994, Yin 2009). ®ait1990) argues that qualitative
research attempts to understand the unique intengcin a particular situation with a
purpose to understand in an in-depth manner theacteaistics of the situation,
focusing on the process, meaning and understardisgd on thick and rich description
about the situation, the people involved and thesiies observed and not necessarily
to predict what might occur. Interpretivism is cogerised by qualitative methods. In
many ways this interpretivist position is basedadpelief that a qualitative approach to
the objective of this research study is one th#itbest provide enhanced understanding,
as qualitative data is considered to be the beteghodology for providing insights into

human activities (Guba and Lincoln 1994).

A review of the open innovation literature highligtthat since the early work of
Chesbrough a decade ago, a lot of insights have deeeloped about the phenomenon,
nonetheless much more research is required. Likenaw idea, initial studies on the
concept were descriptive and focused on successitly adopters (Chesbrough and
Crowther 2006, Huston and Sakkab 2006). Howeveizikgh (2011) argues that all
lessons cannot be learned from the early adopdexs;that what is learnt may not be
applicable to firms that are followers. He suggetitat followers may have
comprehensive reasons for postponing adoption; gt be finding the new concept
less attractive or difficult to adopt, making itsumable for simply copying the lessons
learned from early adopters or they may just be emmluctant to engage in
organizational change. Therefore, while quantitatiata can help initial exploration of

the concept of open innovation (e.g. CIS data usedhis study), qualitative
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exploratory research can be very useful in advanour knowledge as to how things
work and enables us to identify vital concepts ahénomena, e.g. effective open

innovation adoption and crucial characteristics.

\Exploratory

SRR
RS
1
1
1
1
1
1
1
1
:
| Quantitative
1
1
1

Qualitz\itive Basic

Confirmatory

Source:adapted from Perry 2005, p72

Figure 3.1: Classifying the research on three desigcontinua

3.3.1 Semi-structured Interview Method

Mason (2002, pl) outlines that qualitative reseascimportant and stimulating
because the qualitative researcher engages witgsthhat matter, in ways that matter.
It is adept to produce ‘the general picture’ of hitnvngs actually work as it allows the
researcher to explore the experiences and opintddnthe research participants or
respondents. In addition, it is further identifidtht qualitative research is a flexible

method of data generation that is sensitive incéatoontext (Mason 2002, p3).

Lincoln and Guba (1985) suggest that when condgdirqualitative study, the
researcher must develop the level of skill appedprior a human instrument. Strauss
and Corbin (1990, p42) detail it as an awarenésseonuances of the meaning of the

data, referring to the attribute of having insighk ability to give meaning to data, the
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capacity to understand, and capability to sepatetepertinent from that which isn't.
Mason (2002, p63) highlight that interviews are of¢he most commonly recognized
forms of qualitative research method as using weers can guide the researcher to
approach the research questions in a manner ajgef obtain sufficient information

from the respondents (Mason 2002, p66).

Highlighting that unlike structured interviews whicontain a defined sequence
of questions to be asked in a similar manner ofirtikrviewees, the distinctive
characteristic of semi-structured interviews istttizey have a flexible and fluid
structure. Mason (2004) details that a semi-stredtunterview is usually prepared
around a supporting interview guide that includessg, topics or themes, required to be
covered during the interview, instead of a sequetise of standardized questions. The
aim is typically to warrant flexibility in how anith what order questions are asked, and
in if and how certain topics might be followed updeadvanced with other interviewees.
This is so as to shape the interview based omtieeviewee's understandings as well as
of the researcher's interests (Mason 2004)

In studying innovation in firms issues to be coes@dl included answering the
‘why’ and ‘how’ questions within its real-life costt with no possibility to control the
behavioural events (Yin 1994). Also, understandimg process required assimilating
information and a myriad of pieces of evidences Were more likely to be gathered at
least partially by personal observation (Scholz @redje 2002). Thus interviews were
considered an appropriate tool for building underding of the complex phenomenon
at hand (Eisenhardt and Graebner 2007). In theegurcontext, interviews not only
provide the opportunity to generate rich data betlanguage used by participants was
considered vital in understanding their perceptiansl values; and contextual and
relational aspects were seen as significant iniggimsights into the respondents’

perceptions.

3.4 The Research Process

A thorough literature review was first conductedidentify the broad research
issues, the research process that followed canutined as a two stage process
comprising of (1) description of innovation and ppmnovation in Ireland using
Eurostat CIS data (2) exploration of innovationgass and the extent to which the

innovation process is open in Irish firms usingmtews in the food sector.
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The Eurostat CIS 2008 data was first used to dascnnovation in Ireland, this
included accessing and analysing the data of sixiEé countries (with greater than
2000 firms each in the database). In order to eggdpen innovation in firms in Ireland,
eighteen interviews in eight food firms were cortédc An interview guide was first
designed for conducting the interviews, and this vested through a pilot study before
the main interview process. The main interview psscconsisted of four stages: (a)
firm selection (b) interview procedures (c) tramsion of interviews and (d) interview

analysis.

3.4.1 Description of Innovation and Open Innovation in Ireland (Eurostat

Community Innovation Survey Data)

Eurostat Community Innovation Survey (CIS) 2008adat Ireland was used to
describe innovation in Ireland and the extent tacthrish firms engage in open
innovation. The CIS is a survey of innovation atiég of enterprises in Ireland and
other EU Member States. The survey collects inféiomaabout product, process,
organisational and marketing innovation and othey knnovation variables (See

Appendix 1 for the CIS survey questionnaire).

Scholars and statisticians focused on measuringvation collaboration in firms
were brought together by the Organisation for Eecwgico Cooperation and
Development (OECD), in the late 1980s, to produee ®@slo Manual (OECD 1992),
which has since undergone two revisions (OECD 198#)5). A new type of
innovation survey, based on the Oslo Manual wapgresl and in all EU countries a
shared core questionnaire was agreed upon whickngsvn as the Community
Innovation Survey. It is implemented every two weir all EU member states and has
been conducted in 1992, 1996, 2001, 2082 200406, 200608 and 2008-10.
According to the CIS a firm is categorised as iratoae if it introduces at least one

product or process that is new to the firm.

The Sixth Community Innovation Survey, used in 8tisdy, was conducted in the
participating countries in 2009. To obtain comp&aboherent and high quality data
from the participating countries the survey was eddason a common survey
questionnaire and a common survey methodology giedion the third Oslo Manual
(2005). The number of firms undertaking the surfreyn each participating country
were: Bulgaria (n=15,859), Cyprus (n=1,034), Czd&ddpublic (n=6,804), Estonia
(n=3,986), Germany (n=6,026), Hungary (n=5,390glaind (n= 2,178), Italy (n=
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19,905), Lithuania (n=2,111), Latvia (n= 1,077),riNay (4,883), Portugal (n=6,512),
Romania (n=9,631), Spain (n=37,400), Slovenia (n592) and Slovak Republic
(n=2,296). The statistical results disseminate@&brostat are at an aggregated level.

The CIS 2008 for Ireland was jointly conducted hg Central Statistics Office
(CSO) and Forfas (Ireland’s national industrial @epment policy advisory body) and
comprised of 2,178 firms, categorised in sectorth sub-classifications under each
heading. The sectoral classification included macwiring, wholesale and retalil,
transportation and storage, information and compatiun, financial and insurance

activities and scientific and technical activities.

In this study for exploring innovation and intefaos firms engage in for
innovation, the data used from CIS 2008 includesl dbjectives Irish firms have for
carrying out innovation; the innovation activitig®y engage in, such as engagement in
internal R&D, engagement in external R&D, purchgsior licencing of external
knowledge and product or process innovation; theeraal partners they co-operate
with, namely, other enterprise within your entesprigroup, suppliers of equipment,
components or software; clients or customers, cditope or other enterprise in your
sector, consultants, commercial labs or private Ri&Btitutes, universities or other
higher education institutions, government or publesearch institutes; and their

innovation output and extent of openness.

The statistical software SPSS was used to anahgsddta to describe innovation
in Ireland and to explore how well collaboratiordannovation expenditure variables

predict product innovation output level.

3.4.2 Exploration of Innovation Process and the Extent ofOpen Innovation in

Irish Firms (Interview Data)

In order to further explore the practice of openmowvation and to study the extent
to which firms engage in opening up their innowvatiprocess, semi structured
interviews about a significant innovation in eidginns from the food sector in Ireland

were conducted. The stages involved in the resqanitess are described below:

3.4.2.1 Interview Guide

The research issues distilled from the literatergaw guided the formation of the

semi structured interview questions for the studyorder to formulate a thorough list
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of necessary questions for the semi structuredviete, the research objective was
analysed for its critical data points, and the ¢joas that related directly to gathering
information about the identified important pointen& created. These questions were
then repeatedly evaluated and widened so as toreagetailed information about the

research issues as well as participants’ persgs;tiieas, opinions, and experiences.

The interviews protocol was designed to begin titerview with detailing the
background of the study and the aim with whichrdsearch was being conducted. This
was so as to provide a better understanding t@dhicipants about the purpose of the
study, and also to create rapport, giving the pari chance to get acquainted. The
interview guide (Appendix 2- Interview guide) wasustured in two parts. The first
section of the interview focused on gathering infation about a significant innovation
that has occurred in the organization, in termfiak it occurred, was developed and
implemented, how it was managed and how exchaogedf knowledge occurred with
internal as well as parties external to the orgstrom. The second section of the
interview was designed to get more general infoilonadbout how the firm managed

and measured the effectiveness of its innovation.

3.4.2.2 Pilot Study

Pilot studies are so-called feasibility studies ahhare ‘small scale versions or
trial runs, done in preparation for the major stu@olit et al. 2001, p467). These are
also conducted for pre-testing or trying out ofpeafic research instrument. In the
context of this research, the pilot study was catetlito determine the appropriateness
of the semi structured interview protocol. Facéate interviews in two firms in Ireland
were conducted in December 2012. One of the twervigwed firm was an Irish
subsidiary of a European firm. Middle managershim firms were interviewed and each
interview lasted for about 65 minutes.

The pilot interviews confirmed the suitability ofig interview guide for the
research as detailed information about innovatiorthe firm, about perceptions and
opinions of the participants could be gatheredgisine interview guide. The pilot also
highlighted that some of the questions and probesevessentially asking the same
thing and that there were few overlaps in the wagstjons were asked leading to some
ambiguity in the answers. Modifications were sulbsggly made in the interview

guide. The pilot study also informed the approashsampling for the study as it
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highlighted the kind of firms and the level of mgees in the firms that were needed to

be interviewed to get the data that was sought.

3.4.2.3 Firm Selection

Ireland's main indigenous industry, the manufaomof food and drink products
was chosen for this study. An initial list of thish food firms with a minimum annual

revenue of €50m was then prepared.

Foreign owned firms were excluded from the listisTkelection criterion was
informed by the pilot study which indicated thatethrish subsidiaries of the
multinationals, had limited information and decisimaking powers with regard to the
innovations the firms did. A second set of firmglexled were co-operatives firms as
this organization form has different motives. Tsub sectors were also excluded. First,
firms that were only distributors or retailers obfl products were not included as the
nature of their innovation could be very differeBecond meat firms were excluded as
the possibility of access to them was perceiveloetoery low. The list comprised of 22
firms, all of which were contacted for the studyable 3.1 below outlines the firm

selection criteria.

Table 3.1: Firm selection

Firms Number Selection Criteria

Annual turnover €50m and above 82 Firms that cowdst in innovation
Excluded —

Foreign owned firms 22 Subsidiary ~ firms had limited

information and innovation decision
making powers
Co-operatives 10 Ownership  structure may impact

decisions and investments

Meat Firms 12 Limited access available
Retailers and Distributors 16 Different innovatactivity
Remaining number of firms 22
Number of firms contacted 22

Number of firms that agreed to participate 8
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3.4.2.4 Interview Procedures

Twenty-two firms were contacted and invited to ggvate in the study. An initial
round of formal letters introducing the aim and peof the study were sent out
requesting the firms to participate in the reseastiidy (Appendix 3- participation
request letter). This was followed by repeated dsuof emails and phone follow- ups
to request participation and to arrange time ferititerviews. Eight out of the twenty-
two firms agreed to participate. These groupedoas fedium-sized firms (Revenues
€50m to €500m) and four large firms (Revenues ab®%@0m). Interviews with
multiple senior managers in these eight firms waseducted face-to-face or, in one
instance by telephone. A total of 18 interviewseveonducted and each lasted about 50
minutes(Table 3.2). The interviewees were senior in that/thad roles such as CEO,
R&D Manager, Marketing Manager or Innovation Marraddiis selection criterion was
again informed by our pilot study that indicated tavel of managers to be interviewed

to get the required information for the study.

The semi structure interview protocol was used donducting the interviews.
Firstly the participants were asked to sign a con$arm, giving permission for the
interview, to tape-record the interview and to tise data subsequently (Appendix 4-
Informed consent form). Confidentiality was assuted encourage participants to

provide truthful answers.

A brief introduction outlining the background anchaf the study was then given
to the interviewees. While this provided a bettederstanding to the participants and
got the parties to start talking, the interviewtpoml was used as a guide to structure the
interviews. The interviewees were first asked tenitfy a significant innovation that
had occurred in the firm and to talk about it, gt#@ing they wanted to mention about
the innovation and in however much detail theydikén this way interviewees were
able to lead the conversation to issues that tieyed as important rather than being
led towards talking about specific issues. Whenirkerviewees mentioned a particular
research issue, probe questions like how the irtrmvaame about, what were its
objectives, who were the people involved, how iblegd and got implemented were
asked to explore in more detail the how and whytloése issues of importance to the

study.
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Table 3.2: Interviews at the participating firms

Firms Annual Number of Interview Role of
Turnover Interviews Duration Interviewed People
(2012) Conducted (in minutes)

FirmA  €200m 3 50 Commercial Director
45 Marketing Head
50 Research Engineer

FiimB  €223.4m 3 30 Managing Director
60 Marketing Manager
60 Brand Manager

Firm C  €85.4m 3 50 Managing Director
60 Innovation Manager
75 Senior Engineer

FirmD  €300m 2 45 Marketing Director
40 Marketing Manager

FirmE  €716.7m 3 65 Innovation Manager
40 Commercial Manager
40 Packaging Manager

FiirmF  €1.2b 2 40 CEO
40 Group Communications

Manager
FirmG €2.2b 1 50 Marketing Manager
FirmH  €5.8b 1 40 Former R&D

Innovation Manager

In order to explore internal and external inter@atsi firms engaged in when
practicing innovation the participants were thekeasto talk about the resources from
outside the firm that were used for the significamtovation or for other innovation
purposes. They were also asked about the way kdgelexchanges took place
internally within the firm. Questions about th@éyof external collaboration partners
and the extent of interactions were also includdte participants were questioned on
what sort of information they shared with the parth whether they shared all
information and how they evaluated the effectiveresheir innovation.

To address management issues, more general guestera asked in relation to:

if budgets were allocated for innovation; who umdek and managed the innovation
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process, if there were innovation teams, if semanagement was involved and how
were decisions related to opening up the innovatimcess taken. Finally, interviewees
were asked to reflect on whether interactions la#rnal and external have evolved in
the firm and how open and interactive they regaelrtfirms to be when practicing

innovation.

3.4.2.5 Interview Transcription and Analysis

In the case of qualitative data it is the dataemtibn phase itself when the
analysis commences (Rocks et al. 2007). Obsensatama thoughts arising during or
after each of the interviews were summarised seggréo aid the analysis. All the
eighteen interviews were personally transcribedth®y researcher to ensure that all

nuances of the interviews were captured.

The overall analytical approach adopted for anatyshe interview transcripts
was template analysis, where the researcher predutemplate that represents themes
identified in the documented data (King 2004). Auitial template (Table 3.3) was
created summarizing themes identified from a prelary reading of the interview
transcripts. The IVC framework defined the tempkttecture, as it comprises an end to
end view of the innovation activities involved ihet process, namely: accessing and
creating knowledge, building innovation and comn&izing those innovations
(Hansen and Birkinshaw 2007).

Comparable descriptions and common terminologie® waentified. All data and
observation summaries were categorised into thg@kser and Strauss 1967, Miles
and Huberman 1994, Voss et al. 2002). Analysisabé dvas then done using a coding
technigue. Rocks et al. (2007) suggest that byngpdiata can be connected with the
theoretical constructs and it is the first stepcategorising the data. The codese
retrieval and organising devices that allow the sato spot quickly, pull out, then
cluster all the segments relating to a particularegtion, hypothesis, concept or theme”
(Miles and Huberman 1994, p56). However codes @sheaningful not only in terms

of the data but also meaningful with regard to ottegegories Dey (1993).

Using template analysis, the transcripts were caisgd into broad themes guided
by the research objectives and interview questi®hs. data was read through to code
themes, themes that were strongly expected tolbeard to the analysis. Broad themes

in the template included successively narrower enspecific ones.
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The analysis of the interviews was, based on the ¢@nstructs identified in the
literature as a framework that facilitates the wgsial of inter-relationships between
external interaction and innovation by highlightitng structure and complexity of the
innovation process. Guided by the IVC framework, ithterview transcripts were coded
accordingly and the significant elements were exé The primary codes included
text extractions referring to the meaning of inrtavaat the firm, their most significant
innovation, its process and the management of iamnav. Using examples from the

interview transcripts, the Table 3.3 below illugtsathe coding process.

Once the transcripts were coded, each code wasagad. Some of the codes
appeared overlapping while a few needed to be. §lib-categories emerged upon re-
reading the transcripts, related themes were coedbimhile the ones that required
distinction were split up until everything was gesed; new themes if recognised
were defined to include the appropriate materidl @manged into the initial template. A
more detailed analysis of each of the broad themassthen performed so as to identify
further specific categories within each theme. Therarchical categorization allowed
for analysis at different levels of specificity. As emphasised by scholars, to present
empirical evidence, data must be compared withtiegiditerature and analysed like a
dialogue between data and theory (Eisenhardt 1988inen and Tornroos 2005,
Eisenhardt and Graebner 2007, Yin 2009). Broad gmynctategories were used to
develop an overview from the interview data, wtihe detailed specific ones helped
identify fine distinctions both within and betweeases (King 2004). The template thus

included the following —

Themes:Background of the Firm
The Meaning of Innovation in the Firm
Significant Innovations
Management of Innovation
Codes:Innovation Evolution
Innovation Objectives and Effectiveness
Innovation Team and Budget
Internal and External Interactions
Sub codesMarket Orientation

Open Innovation
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Table 3.3: Interview coding process

Example 1

Excerpt —Interview Transcript

Theme

Theme

Codes

“We look for ideas all the time. We have not gooe lbrain storming sessions for the last two yeans;do more cross
functional meetings than brain storming sessiortb@gdon’t really generate new news.
In the cider market a barrier to innovation hasbbe last budget. The government increased dutyioes, cider with flavour
added to it is defined as wine, so this has beénnuental to innovation. But we are innovation ledeaning we build on
capabilities and product categories that we hatleerahan look at what's new to world. Doing newwtorld requires lot of
capabilities / resources that have to run partdiehe day to day stuff, which is difficult and mas the time very expensive.
So certain innovations that are of appeal are etyeach at times. However our innovation, the pleag was technically led
internally. We had our own cider people; we hadchmnical team for the recipe. For physiologicalitesetc. we did work with
an agency on that, we also worked with an ad ageincyworked on our communication and creative. @agk design was
external and sales by our own team.”
Meaning of innovation at the firm
“In the cider market.....beyond reach at times”

Management of innovation

“We look for ideas...generate new news”

“However our innovation....sales by our own team”

Internal interactions

“We have not gone...generate new news”

External interactions

“For physiological testing ...design was external”
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Example 2

Excerpt —Interview Transcript

Themes

Codes

Sub codes

“We do a piece of qualitative research every yedimd out what are people drinking, seeing orrtgyiThen our procurement
team tells us something, our packaging team tellsaunething and consumer research tells us sorgedhish somewhere in it
all we have to try and figure out what do we wale look at insights from business challenges andvation falls out from
them. Interactions with outsiders for ideas is gaibvious, we have good expertise in house bug isealways collaboration,
finding out what trends and flavours are populart Bere is always a balance between discussiont@fest and protecting
confidentiality. If we are planning something new go talk to them if they will be interested iraitd later we make formal
presentations. For general discussion it is okayurther down the line discussion like sharing tinand name, sample etc. we
would be very careful.”

Management of innovation

“We do a piece of... would be very careful.”

External interactions

“We do a piece of... would be very careful.”

Market Orientation

“We do a piece of qualitative research.... innovatialts out
from them”
Open Innovation

“Interactions with outsiders.... we would be veraraful”
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Analysing the data by way of themes allowed listihg findings in terms to the
phenomena’s real-life context and the particulaseaech questions: exploring the
innovation process of the firms; and the extentwtbich firms are open when
innovating. This initial template was then appliedthe whole data set, and altered in
the light of consideration of each transcript. Tieenplate served as the basis for

interpretation of the data set, and for the wriingof the findings.

3.5 Quality in Qualitative Research

Despite the different approaches and traditionsiwitjualitative and explorative
research, there are underlining concerns abouamdsejuality with the methodology.
There is also collective interest in issues suchrigeur’; the need for ideologies of
practice to be made manifest; the importance oh@daar ‘robust’ qualitative research

evidence; and in the applicability and utility esearch (Spencer et al. 2003).

Amis and Silk (2008) argue that for quantitativesa@chers demonstrating
methodological rigor involves presenting a reldiivdirect and transparent account
within a standardized set of procedures. This isabse the research seeks objective
discovery of facts underlying the relationship agpowariables, and therefore is
characterized by the traditional norms of objetyivinternal and external validity,
reliability and generalizability. For the interpkest researcher however, the scope,
diversity, and richness of the methodological apphes make the task of demonstrating

methodological rigor much more difficult and comple

Some researchers argue that as qualitative andtigui@e research is very
different they cannot be judged using the same eational criteria such as reliability,
validity, and generalizability. While another schad thought in the literature is that
quality in qualitative research can be gauged withsame broad concepts of validity
and relevance used for quantitative research, Iheset need to be operationalized
differently to take into account the distinguishiggals of qualitative research (Mays
and Pope 2000). A useful way of abstracting thistasrelate it in terms of
trustworthiness, or “the ways we work to meet théega of validity, credibility and

believability of our research” (Gubrium and Koraibgberg 2005).

Seale (1999) argues that the quality of qualitatieeearch can be assessed
according to two broad criteria validity and relewa. Utilizing these criterions, the

following techniques were used to address the issuwgiality of this research (Mays
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and Pope 2000). Table 3.4: Quality criteria of tbégearch illustrate quality criteria for
this research.

Table 3.4: Quality criteria of the research

Level Criteria Research Phase Case/Interviews Teciques
Ontology Ontological Research design  Selection of research problem
appropriateness (why or how)
Contingent validity =~ Data analysis Cross-cases, detailed questions,
(internal validity) description of the context
Epistemology Multiple perceptionsData collection Multiple interviews,
of participants and triangulation
peer researchers
Methodology = Methodological Data collection Use in the report of relevant
trustworthiness guotations and matrices that
(reliability) summarise data, and of

descriptions of procedures like
firm selection and interview

procedures
Analytic Research design Identification of research issues
generalisation before data collection for
(external validity) formulation of the interview
protocol

Source: Adapted from Healy and Perry (2000), Eisenharél89)}, Yin (1984)

3.5.1.1 Validity

Validity, in qualitative research, discusses if fireglings of a study are true and
certain. They are ‘true’ when the situation/ pheeaon are accurately reflected by
them, and when evidence supports the researchnfiadihey can be regarded as
‘certain. Validity, in qualitative research, can éstablished in the following ways: by
triangulation; by clear description of methods dftad collection and analysis; by
reflexivity and by giving attention to negative eagMays and Pope 2000).

a. Triangulation- It is a method utilized by qualitative researsht® gauge and
establish validity of their research and involveseistigating a research question from
multiple perspectives. This includes comparing tesults from either two or more
different methods of data collection (for examjahéerviews and observation) or, two or
more data sources (for example, interviews with fmens of different interest groups).

For this study triangulation is achieved firstly lbgnducting interviews with

people from different departments and levels inddu@e organization, including CEOs,
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marketing managers, technical engineers, innovali@ttors and packaging managers.
Secondary information was also gathered from differsources, including firm

websites and press releases, with an aim to valitiatresearch findings.

b. Clear description of methods of data collection amalysis— Since the objects
of investigation are unavoidably influenced by thethods used in research, an explicit

description of the process of data collection amalysis is important.

In order to address the issue of quality of thiseegch, a clear and elaborate
account of the complete process of data colledtorthe study is provided. Providing
adequate data and details of how the analysis was, dncluding transcription of the
interviews, identification of themes, developmehthe coding templates from themes
summarized from the transcripts and how broad tseznelved to include successively
narrower more specific ones. This enables the redgidge the interpretation in the

light of sufficient data ensuring quality of thesearch.

c. Reflexivity— This is the consideration about the concernadds that researcher
may introduce during the collection and analysislata. Bias may arise because of the
researcher’'s impact on the events and behaviopanicipants when collecting data or
due to the researcher's own believes and priomgssans which may limit suitable
inquiry of the phenomenon under examination andchaafluence the analysis of the
study. Walsham (1995) argues that biases arisiog fresearcher’'s impact when
collecting data are often unavoidable as merely dinaring the concepts and
interpretations of it with the research particigarthey tend to influence what is
influencing. Therefore the vital point for reseahto remember is that many times
bias is unavoidable and so they must understandntiexent biases, recognizing that

they will occur and minimizing the effects.

The interviewees were asked to detail facts so asduce cognitive bias and limit

impression management. The identification of aifigant innovation enabled this.

To enhance the validity of this research, assumptimade if any are outlined at
the very outset of the research. A detailed accofinthe research process including
sampling procedure, designing of the interview @eot and development of template
for analysis is included in order to minimize bias.

d. Attention to negative casesAlthough there were no negative or contradicting
cases in the findings, extreme ones are duly engathg$or improving the quality of

explanations and so as to refine the analysisdurth
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3.5.1.2 Relevance

Research can be regarded as relevant if it eitdds @0 knowledge or if it
increases the confidence with which existing knaolgke is stated. Another important
dimension for gauging the relevance of researdhasgeneralizability of the research,
the extent to which the findings can be generalisegbnd the original setting where

they are generated.

Adelman et al. (1980) argue that the knowledge itpisle research produces is
important in its own right and qualitative stude® not generalizable in the standard
sense of the word. Though there can be potentigbdatial generalizations to similar
populations, it is not the primary concern of giaive research. Morse (1999) states
that the selection of participants in qualitativesearch is by way of theoretical
sampling, i.e. for their ability to provide datadaevidence about the subject being
explored through the study. Therefore she arguest #ituational, instead of
demographic, representativeness is what is soughthet generalizability in qualitative
research denotes the magnitude to which theorylaes@ within one study may be
transferred to explain experiences of other estitie analogous situations. Similarly
Popay et al. (1998) emphasize that in qualitatesearch, ‘the aim is to make logical
generalizations to a theoretical understanding sfnalar class of phenomena rather

than probabilistic generalizations to a population’

In undertaking qualitative research the definitamn is to offer a viewpoint of a
situation and provide a detailed research repaitt rigveals the ability of the researcher
to demonstrate or describe the corresponding phenom The relevance of this
research lies in that fact that it adds to the Kedge about open innovation adoption
by firms by providing a detailed account of whainovation’ and being ‘open’ in their
innovation means to firms in Ireland and how they adopting the concept.
Generalisation from empirical observations to tgeather than a population, referred
to as analytical generalisation (Yin 1984, Giblegral. 2008) is achieved by identifying
research issues before data collection throughatitee review and by formulating an
interview protocol to provide data for developing argument. The research is then
documented with sufficient details so that the ezasl able to judge whether or not the

findings apply in other settings.
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Chapter 4
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(CIS Data)



4 FINDINGS: INNOVATION IN IRELAND (CIS DATA)

4.1 Introduction

Using the CIS data, this chapter presents an aawraf innovation in Ireland
with a particular focus on the food sector andlaninteractions firms’ engage in when
innovating (Section 4.2). The chapter also repibrgsimpact of external interactions on
firms’ product innovation output. In particular etitchapter examines how collaboration
and innovation expenditure variables can predeftoduct innovation outputs of firms
(Section 4.3). The overall findings of the CIS daalysis are listed in Section 4.4.

4.2 Innovation in Ireland

4.2.1 Innovation Objectives

Using the CIS data for Ireland, firstly the objees firms have for carrying out
innovation were explored. Table 4.1 lists all 9amation objectives listed in the CIS
survey. Each firm was asked to indicate on a OaBesthie degree of importance of each
objective when innovating. Table 4.1 presents tesults for the entire range of
objectives for all innovation active firms in Ireld as well as just for food firms. The
mean value score represents the firms’ evaluatidheodegree of importance of each
the innovation objective. Overall, the results gade that of the sample of 1,057 firms
in Ireland that are classified as innovative, nfosts regard improving the quality of
their goods and services as the key objective fosypng innovation, followed by

increasing their market share and then the rang¢fgeafgoods or services.

The 89 food, beverage and tobacco sector (refeaed food sector) firms that
are engaged in innovation, regard increasing thairkket share as the key objective for
practicing innovation. Improving the quality of thgoods or services and reducing
labour costs per unit output were the second aird tmost important innovation

objectives respectively.
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Table 4.1: Innovation objectives

Innovation Objectives Mean Mean
Irish Firms Irish Food Firms
(n=1057) (n=89)
Improve quality of goods or services 2.2 23
Increase market share 2.1 2.3
Increase range of goods or services 21 2.2
Enter new markets 1.9 2.1
Reduce labour costs per unit output 1.9 2.2
Improve flexibility for producing goods or services 1.9 2.0
Replace outdated products or processes 1.8 1.8
Increase capacity for producing goods or services 1.7 2.0
Improve health and safety 15 1.8

Mean- average of the rating of innovation objedibsg each firm; Rating: 0-Not relevant; 1-Low; 2-Nad; 3-High

4.2.2 Innovation Activities

Table 4.2 presents the innovation activities o$hrifirms. In the CIS survey
innovation activities are categorized as engagermemternal R&D, engagement in
external R&D, purchasing or licencing external kiexdge and doing product or
process innovation. The results indicate that ef 1tD57 innovative firms in Ireland,
47.6% firms engage in internal R&D activities, vwhi20.8% in external R&D and
12.5% firms purchase or licence external knowleddso of these firms 64.2% firms
reported they carried out a product innovationhe past three years, while 78.5%

reported they conducted a process innovation.

With regard to these innovation activities acrosst@'s in Ireland, more firms in
the food sector practice internal R&D (69.9%) axdemal R&D (27.8%) than any
other sector. Fewer food sector firms engage irchasing or licencing external
knowledge (8.9%) than 20.9% of scientific and techinactivities firms, 17.2% of
financial and insurance activities firms and 14.6P4nformation and communications

firms.

Across sectors, 80.9% information and communicatientor firms, 66.9% of
manufacturing firms and 66.3% of food sector fim@gorted that they conduct product
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Table 4.2: Innovation activities

Innovation Activities

Sector Engagement in Engagement in Purchasing/Licencing Product Innovation Process Innovation

Internal R&D External R&D External Knowledge

(% Firms) (% Firms) (% Firms) (% Firms) (% Firms)
All Irish Firms

47.6 20. 12.5 64.2 78.5
(n=935-1057) 8
Food, Beverage & Tobacco

69.9 27. 8.90 66. 7.6
(n=79-89) 8 3 8
Manufacturing
(n=342-387) 59.5 25.6 11.4 66.9 80.2
Wholesale and Retail
(n=185-208) 25.8 11.2 10.3 54.8 75.5
Transportation and Storage
(n=71-81) 23.6 14.1 13.9 55.6 81.5
Information and Communication

59.0 18. 14.0 80.9 68.1
(n=100-115) 8
Financial and Insurance Activities
(n=99-111) 33.3 20.8 17.2 63.1 80.9
Scientific and Technical Activities 45.9 290 0.9 60.9 73.9
(n=41-46)

All percentages are valid percentages, accountinthé missing data
Sectors Electricity and Gas Supply, Mining and ®iag, Water Supply and Waste Management werenubtded as data from only 1, 6 and 11 firms re$pelgtin the sectors were available
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innovation. The percentage of firms in the foodtseceporting that they carry out

process innovation (87.6%) is higher than any osleetor.

In Summary, the results suggest that firms in helare more active in practicing
internal R&D than external R&D or purchasing orelicing external knowledge with
food sector firms being the most active in thisargigacross sectors. Process innovation
is the more common type of innovation for the firmM$iese patterns are consistent
across sectors in lIreland with the only exceptioging the information and
communications sector, wherein more firms engagaraauct innovation than process

innovation.

4.2.3 Co-operation Partners

Seven external sources of information and co-ojmerdbr innovation activities
are listed in the CIS survey; these are, otherrpnse within your enterprise group;
suppliers of equipment, components or softwarents or customers; competitors or
other enterprise in your sector; consultants, corialelabs or private R&D institutes;
universities or other higher education institutiom®vernment or public research
institutes. Table 4.3 reports the engagement aisfivith each of these co-operation

partners across sectors in Ireland.

The number of the different types of domestic am@ifjn co-operation partners
firms used in the innovation process was then caizgd as their co-operation breadth
(Laursen and Salter 2006). The co-operation breeaitiid range from 0-7, 0 when no
partners are used, while the firm gets a scorewdé&n the firm is collaborating with all
potential collaboration partners. Co-operation Otieavas further grouped as low and
high breadth with firms collaborating with 1-3 extal partners as having low co-
operation breadth while firms engaging with 4-7 tpars as displaying high co-
operation breadth.

The results show that of the 1,053 firms in Ireléinak are engaged in innovation,
73.2% firms do not engage with any external pastnieor those engaging with external
partners, it was observed that most firms havenado-operation breadth with 18.3%
firms collaborating with 1-3 external partners godt 8.5% firms engaging with 4-7
partners. The most common collaboration partnesugpliers (16.1% firms) followed
by customers (14.5% firms). Competitors are thstlpeeferred innovation co-operation

partners with only 5.8% firms interacting with théon their innovation activities.
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With regard to the food sector, 61.8% firms (n=8%J not engage with any
external partners, this is lower than all othert@e; 23.6% firms collaborate with 1-3
partners while 14.6% firms collaborate with 4-7 tpars. This trend was consistent
across sectors in Ireland with more firms having tm-operation breadth than having
high co-operation breadth. Where firms have exterocallaborations, the key
collaborators in the food sector (n=89) are supplend customers with 25.8% and
22.5% food firms engaging with them respectivelg ansimilar pattern was observed
across most sectors. Enterprises within own groufew sectors are the only other
collaboration partners with whom equal or more nandf firms than that collaborating
with suppliers or customers engage with. 15.0% rfaturing firms (n=386)
collaborate with both suppliers and enterprisesiwibwn group; 18.9% financial and
insurance activities firms (n=111) collaborate wettterprises within own group higher
than those collaborating with customers. 13.8% rahdportation and storage firms
(n=80) collaborate with enterprises within own gyduigher than those collaborating

with their suppliers or customers.

Competitors are generally less preferred innovatioroperation partners across
sectors as well, however, in some case like tratejan and storage and scientific and
technical activities equal numbers of firms engafe competitors and government or
public research institutes for innovation actiatieSimilarly equal numbers of firms
engage with competitors and consultants in thermdédion and communications sector.
While in case of wholesale and retail sector mamad collaborate with competitors
than with government or public research instituiEgeancial and insurance activities is
the only sector wherein more firms collaborate vilibir competitors than with their
customers, consultants, universities and governmepublic research institutes. Their

least preferred partner being government or pubkearch institutes.
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Table 4.3: Co-operation partners

% Firms co-operating with each partner

Co-operation BreadtHf

Sectors Enterprise  Supplier Customer Competitor Consultant  UniversitieGovernment % of Firms % of % of
within or public with no Firms Firms
group research external with 1-3  with 4-7

institutes co-operation Partners  Partners

All Firms IE 14.1 16.1 14.5 5.8 11.2 10.3 6.4 73.2 18.3 8.50

(n=1053)

Food, Beverag & 14.6 25.8 22.5 5.6 20.2 16.9 20.2 61.8 23.6 14.6

Tobacco (n=89)

Manufacturing 15 15 14.2 3.4 13.2 11.1 4.9 74.4 16.6 9.1

(n=386)

Wholesale and 9.6 12.4 115 4.8 5.7 6.2 3.3 81.3 12.9 5.7

Retail (n=209)

Transportation and 13.8 115 11.3 6.3 8.8 5.0 6.3 76.3 18.8 5.0

Storage (n=80)

Information and 14.9 15.8 19.3 8.8 8.8 15.8 7.0 64.9 26.3 8.8

Communication

(n=114)

Financial and 18.9 23.4 11.7 12.6 10.8 6.3 4.5 68.5 234 8.1

Insurance Activities

(n=111)

Scientific and 10.9 15.2 17.4 6.5 8.7 10.9 6.5 73.9 17.4 8.7

Technical Activities

(n=46)

#Co-operation breadth - number of the different sypedomestic and foreign co-operation partnersdiruse in their innovation process

Sectors Electricity and Gas Supply, Mining and Qgag, Water Supply and Waste Management arermabtded as data form only 1, 6 and 11 firms respelgtin the sectors was available
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4.2.4 Extent of Openness

Detailing the innovation activities and externall&@oorations of firms further,
Table 4.4 presents the average product innovatidpud as well as the average extent

of openness of firms in each sector in Ireland.

Table 4.4: Innovation output and openness

Sector Number of Average Product Number of  Average Extent

Firms Innovation Output® | Firms of Opennes8
(%)

All Irish Firms 678 24.2 932 1.1

Food, Beverage & 59 24.3 79 1.7

Tobacco

Manufacturing 259 22.6 341 1.1

Wholesale & Retail 114 22.0 185 0.8

Transportation & 45 19.8 71 1.0

Storage

Information & 93 33.2 99 1.2

Communication

Financial & 70 24.4 99 1.2

Insurance Activities

Scientific & 28 27.8 43 1.2

Technical Activities

@Average of the sum of turnover from new to mark&dpicts and turnover of new to firm products offir doing
Eroduct innovation

Average of external interactions firms engage atcwated as detailed in Section 4.3

Sectors Electricity and Gas Supply, Mining and @iag, Water Supply and Waste Management werenmatded
as data from only 1, 6 and 11 firms respectivelthin sectors was available

The results shows that the average product inmmvatiitput of firms in Ireland is
24.2% (n=678) and when collaborating with extemedtners for innovation purposes,
the average extent of openness of firms in Irelaridl (n=932).

Focusing on the sector breakdown, the food secés &n average product
innovation output of 24.3% (n=59), lagging behindainy other sectors including
information and communications sector (33.2%; n7983ientific and technical
activities (27.8%; n=28) and financial and insueactivities firms (24.4%; n=70). The

food sectors’ extent of openness averages at £79)nthe highest across sectors.
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4.3 Open Innovation and Product Innovation Output

In order to evaluate how well collaboration andawation expenditure variables
predict product innovation output level a multipkgression analysis was conducted.
As argued in the literature (Drechsler and Nat@®t2) variables indicating openness in
innovation were selected as independent variabbesgly, extent of openness, in-house
R&D expenditure, purchase of external R&D, acqgigsitof external knowledge. Firm
size and industry were the control variables, wthie dependent variable was product
innovation output. However, as there was a very llevel of responses across a range
of variables for Irish firms, the same regressioalgsis procedure was repeated for
other European countries in order to observe tati@aship between the dependent and

independent variables when the response rateno$ fivas higher.

4.3.1 Measures

Dependent variable o0 measure the innovative performance of the firms,
variable that indicates the ability of firms to guxe innovations was computed. This
variable, the product innovation output, was measuwas the average of the sum of
revenues (in the last three years) from new to etgrkoducts and revenues (in the last
three years) from new to firm products for firmsrdpproduct innovation.

Independent variable As a determinant of the product innovation outplitee
variables from the CIS survey were included, thesee, in-house R&D expenditure,
purchase of external R&D and acquisition of extedk@owledge. All of the three

variables are continuous variables.

A variable reflecting openness in terms of extenwbperation firms engage in
for their innovation activities was computed. Theeat of openness score for the firms
was measured in the following manner (adapted andifred from (Drechsler and
Natter 2012) :

7 7
EO,:EEIji+Z DG; +Z FG
= =

Where:

EOQ  Extent of openness of firm i
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EEl; Engagement in external interaction which inclugeschasing or licencing
external knowledge

DC Domestic collaborations

FCi Foreign collaborations

J Partners including other enterprise within owrtegsrise group, suppliers,
customers, competitors, consultants, universitind government or public

research institutes

Engagement in external interaction was includea &gary variable in the CIS
survey, 0 being do not use and 1 being purchasingencing of external knowledge
by the firm. For computing domestic collaboratiots;operation with external partners,
again coded as 0 being do not use and 1 beingousath of the seven partners in the
survey was added up. Score for domestic collalmratould thus range from 0-7, O
when no partners are used, while the firm gets laevaf 7 when the firm is
collaborating with all potential collaboration pagts. Similarly in case of foreign
collaborations binary codes for each of the co-af@n partners for other Europe, US,
China or India and All other countries as listedhe survey were added individually,
re-coded as 0 and 1 and then summation for akéhwen partners was done. The score
for foreign collaboration thus could also rangenfrd—7. Based on the above
calculation, the extent of openness score of a fiomd range from 0 to 15, implying
that firms with count 0 do not adopt any open irat@n practices while firms with
count up to 15 have high degree of openness.

Control variables- Firm size and industry or sectors the firm opesan were
included as control variables. Firm size includedthe survey is measured by the
number of employees. It is binary coded, with Ongex50 employees while 1 being
>50 employees. Food sector is the focus of the stodpdustry variable was measured

by binary coding food firms as 1 and all other Sras O.

4.3.2 Statistical Method and Results

To evaluate how well collaboration and innovaticqpenditure variables predict
product innovation output level, a multiple regiessanalysis was conducted. The
dependent variable was product innovation outpudt the independent variables were
extent of openness, in-house R&D expenditure, @mselof external R&D, acquisition
of external knowledge, with firm size and indusag the control variables. Upon
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examination of the data it was observed that oAlyir8ns in Ireland provided complete
data for all the variables included in the regm@mssnodel, hence regression for these
firms was conducted. Table 4.5 below summarizesiéseriptive statistics and analysis
results. The independent variables account for &%hmhe product innovation output
variance (R = 0.340).

Of the independent variables, in-house R&D expemdjtacquisition of external
knowledge andirm size did not have significant impact on theoguct innovation
output. Extent of openness and purchase of extdR@dD were found to have
significant and positive relationship with the pwet innovation output (b=0.359,
p<0.05; b=0.288, p<0.10, indicating that firms witigher scores on these scales were
expected to have high product innovation output.il®/mdustry (Food or Non-food
sector) had a significant and negative impact (sgpan sign from its correlation with
the criterion) on the product innovation output-{&262, p<0.10), indicating that firms

of non-food sectors were expected to have highmiymt innovation output.

Although the results indicate that the extent oéropess impacted the innovation
output of firms; owing to the small sample sizetd# Irish firms, other European Union
(EU) countries’ CIS data was analysed to exploeeithpact of openness on product
innovation output. Of the 16 EU countries includedCIS 2008, data for 11 countries
was available to carry out the regression analy®esults summarized in Table 4.6
below show that for most countries like Spain (388, Germany (n=2539), Estonia
(n=2238), Portugal (n=1336), Lithuania (n=749), gala (n=522) and Hungary
(n=420), extent of openness had significant anditipeseffect on the product
innovation output, suggesting that firms with gezaixtent of openness can be expected

to have high product innovation output.
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Table 4.5: Regression results - Ireland

Independent Variables Dependent Variable Mean Standard
(Product Innovation Output) Deviation
Coefficient p-value

Extent of Openness 0.359 0.019 3.59 3.20

In-house R&D expenditure 0.139 0.373 909179 2599367

Purchase of External R&D 0.288 0.073 318453 945314

Acquisition of External -0.051 0.735 747418 4179617

Knowledge

Firm Size -0.191 0.216 0.54 0.50

Industry -0.262 0.081 0.08 0.27

n 39

R 0.583

R? 0.340

*p <0.05, **p <0.10

4ndependent variables: (Constant), Extent of Openneshouse R&D expenditure, Purchase of External R&D
Acquisition of External Knowledge, Firm Size, Inthys

4.4 Findings: Innovation in Ireland (CIS Data)

To summarise, the analysis of innovation in Irisin§ using the CIS data reveals the

following findings:

a. Firms regard improving the quality of their goodsdaservices as the key

objective for practicing innovation. While for tHeod sector firms the key

innovation objective is to increase their marketrseh

b. More firms practice internal R&D than external R&W purchase or licence

external knowledge. The food sector firms are tlostractive in this regard across

sectors.

c. Process innovation is the most common type of iatiom for the firms across

sectors.

d. Firms generally collaborate with 1-3 external pargnfor innovation. The most

common collaboration partner is suppliers followsd customers. Competitors

are the least preferred co-operation partner chamcethese patterns are consistent

across sectors.
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e. The average extent of openness is highest forabe $ector firms across sectors,
and firms with greater extent of openness can Ipe@rd to have high product

innovation output.

Overall, the CIS data analysis presents an ovenoeévinnovation and open
innovation practices in Ireland with a particulacdis on the food sector. Describing the
extent of openness of firms in Ireland and its iotpan product innovation output of
firms the data outlines the emphasis of Irish firomsinnovation and open innovation.

The implications of these findings are discusse@hapter 7.
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Table 4.6: Regression results of EU countries inctled in CIS 2008

Spain (n=16357)

Germany (n=2539)

Estonia (n=2238)

Independent Dependent Variable  Mean Standard| Dependent Variable  Mean Standard| Dependent Variable  Mean Standard
Variable (Product  Innovation Deviation | (Product Innovation Deviation| (Product Innovation Deviation
Output) Output) Output)
Coefficient p-value Coefficient p-value Coefficient p-value
Extentof  0.126 0.000  0.73 1.665 0.250 0.000 1.40 2.231| 0.105 0.000 1.84 2.216
Openness
In-house 0.025 0.006 417051 3254299| -0.005 0.905 399780562886548 0.029 0.200 58846 344877
R&D
expenditure
Purchase of -0.012 0.172 136195 2423170  0.006 0.892 810787 -0.049 0.026 12871 69778
External
R&D
Acquisition 0.001 0.863 57949 2683711 -0.003 0.862 216959 3B6970.064 0.003 2386 13843
of External
Knowledge
Firm Size  -0.046 0.000 0.56 0.691 -0.125 0.000 0.80 0.774 -0.146 0.000 0.50 0.500
Industry -0.012 0.127 0.08 0.271 -0.025 0.187 0.04 0.203 -0.033 0.114 0.09 0.281
n 16357 2539 2238
R 0.133 0.253 0.198
R 0.018 0.064 0.039

*p <0.05, **p <0.10

4ndependent variables: (Constant), Extent of Opssine-house R&D expenditure, Purchase of ExteRédD, Acquisition of External Knowledge, Firm Sizedustry
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Portugal (n=1336)

Lithuania (n=749)

Bulgaria (n=522)

Independent Dependent Variable  Mean Standard | Dependent Variable Mean Standard | Dependent Variable Mean Standard
Variable (Product Innovation Deviation | (Product Innovation Deviation | (Product Innovation Deviation

Output) Output) Output)

Coefficient  p-value Coefficient  p-value Chgént  p-value
Extent of 0.163 0.000 4.10 2.645 0.168 0.000 2.79 3.288 0.110 0.011 3.28 2.278
Openness
In-house 0.043 0.117 530756 3916268| 0.040 0.280 79146 396293 0.056 0.200 49689 343077
R&D
expenditure
Purchase of -0.021 0.471 130265 900671 | 0.005 0.898 22823 151098 | 0.059 0.163 6963 76776
External
R&D
Acquisition 0.016 0.575 41162 391552 | -0.062 0.103 13124 105209 0.089 0.039 26808 336140
of External
Knowledge
Firm Size -0.172 0.000 0.75 0.757 -0.145 0.000 0.95 0.707 -0.251 0.000 0.56 0.729
Industry -0.051 0.058 0.04 0.184 -0.007 0.851 0.06 0.238 -0.047 0.265 110. 0.307
n 1336 749 522
R 0.214 0.215 0.288
R? 0.046 0.046 0.083

*| *%,
p <0.05, **p <0.10
4ndependent variables: (Constant), Extent of Opssine-house R&D expenditure, Purchase of ExteRédD, Acquisition of External Knowledge, Firm Sizedustry
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Hungary (n=420)

Ireland (n=39)

Czech Republic (n=1939)

Independent Dependent Variable Mean Standard | Dependent Variable  Mean Standard | Dependent Variable  Mean Standard

Variable (Product Innovation Deviation | (Product Innovation Deviation | (Product Innovation Deviation
Output) Output) Output)
Coefficient p-value Coefficient  p-value Chgént p-value

Extent of 0.219 0.000 4.25 2.850 0.359 0.019 3.59 3.20 0.036 0.122 2.52 2.956

Openness

In-house -0.071 0.167 797697 4761692 0.139 0.373 909179 259936[70.031 0.213 340338 1894511

R&D

expenditure

Purchase of 0.096 0.099° 671361 6620187 | 0.288 0.073 318453 945314 |0.031 0.208 202564 2880541

External

R&D

Acquisition  0.150 0.008 287959 2419246 | -0.051 0.735 747418 417961)70.031 0.169 33848 415813

of External

Knowledge

Firm Size -0.026 0.589 1.35 0.674 |-0.191 0.216 0.54 0.50 -0.251 0.000 1.08 0.777

Industry -0.035 0.454 0.07 0.262 | -0.262 0.081 0.08 0.27 -0.047 0.265 0.07 0.250
420 39 1939

R 0.303 0.583 0.158

R? 0.092 0.340 0.025

*p <0.05, **p <0.10

4ndependent variables: (Constant), Extent of Opssine-house R&D expenditure, Purchase of ExteRédD, Acquisition of External Knowledge, Firm Sizedustry
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Cyprus (n=408)

Romania (n=310)

Independent Variable Dependent Variable Mean Standard Dependent Variable Mean Standard
(Product Innovation Output) Deviation (Product Innovation Output) Deviation
Coefficient p-value Coefficient p-value

Extent of Openness 0.010 0.858 4.10 2.645 -0.077 2330. 0.13 0.336

In-house R&D expenditure  -0.056 0.395 28552 161142 0.110 0.060" 301331 1627461

Purchase of External R&D -0.047 0.491 166328 415989 0.013 0.825 20013 166401

Acquisition of External 0.159 0.006 38444 181619 0.092 0.160 11657 64424

Knowledge

Firm Size 0.099 0.059" 0.36 0.481 -0.070 0.238 0.97 0.727

Industry -0.034 0.504 0.13 0.339 -0.007 0.904 0.10 0.305

n 408 310

R 0.208 0.15%

R 0.043 0.023

*p <0.05, **p <0.10

dndependent variables: (Constant), Extent of Opssne-house R&D expenditure, Purchase of ExteéR&dD, Acquisition of External Knowledge, Firm Sizedustry
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Chapter 5

| nterviews Data




5 INTERVIEW DATA

Exploring the innovation process, for the pracaoel management of innovation,
this chapter describes the innovation activities tbé eight interviewed firms
individually, with a particular emphasis on theigrsficant innovation (Section 5.1—
5.8).

For each firm, an outline of the firm is first peesed followed by the firms’
delineation of innovation. The significant innowats the firm does are then described,

detailing the way innovations are carried out arhaged at the firms.

A brief overview of the eight firms studied is an#d in the Table 5.1 below
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Table 5.1: Overview of the four medium and four lage size firms

Firm A Firm B Firm C Firm D
Company One of the largest mushroom Food and beverage division of a largeOne of the largest importer, roaster Grower of fresh fruits and
Background companies in the world. diversified investments group and  and supplier of fresh coffee in vegetables. The firm grows,
Supplies a full range of fresh holding company. It does sales, Ireland. The firm has sources, ships, markets, sell and

mushrooms to national and marketing and distribution for its own sales/distribution, coffee solutions distributes its products to major
international retailers in the  products as well as for third party and contact catering operations in retailers and foodservice

UK, Ireland, Canada and USAproducts to both the grocery and Ireland, UK, Europe and USA customers in Ireland, UK and
pharmacy sectors Europe.
Founded 1981 1976 1840 1926
Headquarters  Tyholland, Ireland Dublin, Ireland Dublin, Ireland Dublin, Ireland
Activities Growing , sales, marketing  Sales, marketing and distribution Importer, roaster and supplier of  Growing, sourcing, sales,
and distribution services services fresh ground coffee and tea marketing and distribution
Category management and Hotels, restaurants, cafes services
merchandising services Coffee solutions (including coffee Management solutions
machines, staff and engineers consultancy services

training, marketing material),
Contact catering

Products Mushrooms Gluten free foods, Healthy snacking, Tea, Coffee Fresh Fruits
Beverages, Functional foods and Salads, Vegetables
supplements Flowers and Plants
Operational in Ireland, UK, Canada and USA Ireland and UK Irelddl, Europe and USA Ireland, UK, Europe and Asia
Markets
Revenues € 200m € 223.4m €85.4m €300m
(2012)
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Firm E Firm F Firm G FirmH

Company
Background

Founded
Headquarters

Activities

Products

Operational in
Markets
Revenues
(2012)

A leading player in the global food

One of the largest manufacturer©®ne of the world’'s IargestA global nutritional solutions and
marketers and distributors ofandwich manufacturers, the ﬁm(‘;heese group. The firms’ busines|£|dustry, the firm manufactures

branded beverages in Ireland. Thaerovides wide range of chilled andwnsists of three segments, nameﬁ/nd supplies food, food ingredients
firm has sales/distribution androzen foods to major retail,US Cheese and Globafand flavour products to customers
manufacturing  operations inmanufacturing and fOOdserViCq\lutritionals, Dairy Ireland andin more than 140 countries

Ireland, UK and USA customers in UK and Ireland,JOim Ventures and Associates and

Europe and USA distributes its products in over 130

countries
1852 1991 1997 1972
Dublin, Ireland Dublin, Ireland Kilkenny, Ireland rdlee, Ireland
Manufacturing, sales, marketingManufacturing, sales andManufacturing, sales, marketingManufacturing, sales, marketing
and distribution services distribution services and distribution services and distribution services
Trading services
Alcoholic Beverages Chilled foods, Frozen foods rip& Cheese Products Food ingredients and flavours
Dairy Ingredients Dairy spreads, cheese and cheese
Flaxseed Solutions snacks
Micronutrient Premixes Ready meal, water and juices
Cooked meats and sausages
Ireland, UK and USA Ireland, UK , Europe and USA eland, UK, Europe and USA Ireland, UK, America cegi
EMEA and Asia-Pacific region
€716.7m €1.2b €2.2b €5.8b
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51 FirmA

5.1.1 Introduction

Firm A is one of the world's largest mushroom conigs. Founded in 1981 by an
Irish entrepreneur the firm initially started amadest producer of mushroom compost,
selling it to local growers, buying the mushroonmaslbfrom the growers and processing
them. The firm has grown to become one of the fepadnushroom producers in the
world. Headquartered in Tyholland, the firm curbgm®mploys around 3,000 employees
across the group and owns the largest mushroonsfaritine UK, Ireland and Canada.

The business is today jointly owned by the entnegue and another Irish food plc.

The firms’ business consists of supplying a fulhga of fresh mushrooms to
leading national and international retailers in K, Ireland, Canada and USA.
Recently the firm has diversified into compost proitbn and now runs mushroom

composting facilities as well.

5.1.2 Innovation at Firm A

According to the interviewees, innovation at FirmisAlooked at as an activity
with wide horizons, an activity whose scope spaggohd just product development.

The commercial director explained —

“Innovation in our business is much broader tharoguct innovation and new
product development (NPD) is one of the smallemel&s of our process.
Innovation in our business is more focused on E®deprovement, process

understanding and process enhancement.”

The innovation activities at the firm aim at achigy efficiency on all fronts of
the business. Primarily driven by market pressutbs, firm regularly engages in
innovation to bring about improvements in all itsnétioning said the commercial

director. He elaborated —

“We manufacture compost in which we grow our mushrs, so innovation
process is how we do that to try and improve oficiehcy, probably driven by
market pressures to compete at a certain pricetpoiBo we try and bring a lot
of efficiency in our business and that drives lobwr innovation, be it in energy
conservation, product enhancement, product imprevenor performance
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improvement. We put some robotic handling here leooipyears ago to improve
our packaging handling time; in our compost mantiiedng we work with

equipment suppliers to increase our efficiency.”

5.1.3 Significant Innovation

With innovation embedded in every activity that firen undertakes on a daily
basis, the interviewees mentioned a few significanbvations the firm has done.
Detailing a product and a packaging innovation, ¢dbexmercial director highlighted
that though the firm focuses more on packagingvation and on innovative ways of
communicating with the customers, the firm doesntaém a product pipeline that aims

at bringing out new product ideas. He says —

“Most of our consumer focused innovations are ambyrackaging development
or around innovative marketing tools; innovativeywdao communicate with the
customer, innovative ways to get the customerdbk p the product. But we do
have a product pipeline in which we have 15 — 28agdcoming to market at

different times.”

Regarding development of a new strain of mushro@mome of the firms’

significant product innovation, the commercial dicr elaborated —

“We have developed a new strain of mushroom. Weotiproduce the mushroom
seed; we purchase it from Sylvan which is a glohakhroom seed producer.
About 5 years ago we collaborated with Sylvan toR&D to develop a new
mushroom strain and we launched the product caledestiere. So it was a
collaborative innovation, they did the breadingtbé mushroom and we spent

about 2 years perfecting the husbandry and culovaprocess for it.”

He further said that the firm also engaged in pgtig innovation around the

product for differentiating and promoting it.

“It was subtly different in shape and colour andesiso we tried to magnify the
differentiation from regular mushroom by way of kaging, branding, labelling
etc. So it's a new inherent product with new paakagolution.” - Commercial

Director

Suggesting that the need for the innovation wasetbin consumer insights, he
further outlined how the firm engaged in extenskR&D to develop a film for

improving and differentiating the packaging of fireduct.
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“It was identified as a need in the market looketgour market research data at
the consumer level. Also to differentiate our prddwe developed a film that
was suitable to use with mushroom. We have an @xeeR&D department and
we researched different film types to developra fthat worked. Then we also
researched the equipment to top seal it, most noashs are wrapped, this one

was top sealed.” Commercial Director

The commercial director also outlined how the finorked with various suppliers

and manufacturers while developing the innovation.

“For this film type we worked with our machinerypgliers to make sure the
machinery worked with the film type. We worked wattel suppliers and label
equipment suppliers to develop labels that maketbduct look more luxurious
and are also environment friendly. So we develdpedbackless label, which
may not mean anything to the public but it's a wasgduction initiative.=

Commercial Director

Referring back to the idea of innovation spanniegdnd just product innovation
and being embedded in all activities of the firhee Marketing Head detailed the launch
of the new range of pack sizes for mushrooms, aaviation he regarded as another of

its significant packaging innovation. He explainred

“We introduced a new range of pack size of our picid. We sell mushrooms in
different pack sizes and we felt we could get cmess to buy more mushroom if
we increased the pack sizes across the board. &éirgt thing we did was we
went and looked back at the consumption patteri® was consuming, how
much they buy, when they consume etc. We have mateg which is called
‘weight of purchase’. And we observed that the agerweight of purchase was
higher than our bestselling pack size. So that gavehe data and consumer
insight to go to our customers and say that if timeyease the pack sizes across

the board, they can get more consumers buy moréanoms more regularly.”

He highlighted that this innovation and most inrtewas the firm does relate back

to the consumer.

“So it basically starts from the shopper, undergtang the needs of the shopper
and how can we meet those needsMarketing Head
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Mentioning another facet of innovation practiced the firm the technical
engineer pointed out a significant organizatiomaovation of the firm; the launch of

the graduate recruitment programme.

“We are an expanding company but most of our marsaged management has
senior people, so it was quite a big change forfitme to begin taking on people
with zero experience in the mushroom industry.Had has been a significant
organizational change by the firm.Technical Engineer

He further detailed that with the organizationahamation the firm aims at
improving aspects of its functioning it hadn’t leak at before. Referring to his own

engagement with the firm as an example he explained

“I am involved in production hardware optimizatiow/orking on air distribution
and watering which is something we have never hggegiality in our company
before. We would have always relied on our suppligve have now introduced
a process of analysing our air distribution; preugdy we only specified the fan
speed, air volume but did not get into the technside of our fans. We have
different size fans on all different farms and weuld guess and leave it to
growers to decide on what speed the fan shouldubeing at. But now we have
bought equipment to measure what quantities ofvairare using, this has never
been done before in our company or in our industryhe level which we are
doing now. So it was an innovation to create a folesomebody to specifically

work on these areas.”

Stating that the need for even this innovation cdnoen their customer’'s
requirements, he elaborated —

“We are expanding and our customers want the beatity but as an expanding
company we lost a bit of a control of that qual®p for maintaining that quality
that our customers are used to from our products$ small facilities on a large

scale we are now bringing in and training new magragand growers etc.”

5.1.4 The Management of Innovation

Innovation is an activity that is embedded in alhdtioning of the firm and the
interviewees highlighted that the firm aims to benavative in all areas. The

commercial director stated —
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“Innovation definition is much broader in our busis, like we think about how
our picking trollies are moving when mushrooms drarvested and our

harvester management includes innovative thinkengniproving it.”

The firm thus readily engages in developing fdesitand focusing efforts for
efficient management of innovation with the aimaghieving functional and economic

efficiency. The commercial director emphasised —

“What drives our business is that we are very concralty focused and very cost

conscious.”

The interviewees discussed how operating like amovation funnel, the firm’s
innovation activities are managed with the completeolvement of the senior
management and despite not having a dedicated atioavbudget, innovative projects

have access to money as and when deemed necessary.

“We have our innovation funnel with loads and loadf concepts that are
interesting, unproven, just ideas which are takemough feasibility stages.>

Marketing Head

“Senior management has a lot of involvement andiake a lot of interest in
innovation and in the technical sides of things. &®n if we don’t have
innovation budget, money is allocated if we tedinthor they see something new

is required to be done = Technical Engineer

However, the interviewees at the same time alsutgu out that the management
of innovation at the firm isn’t only about managitige innovation as such, rather more
importantly it is about managing the decisions ambbeing innovative and perusing the
innovation activities at the costs involved. Thencoercial director explained —

“The business examines the cost of the innovat®it’'s an exercise we are not
paid for; we have taken it up as an add-on. In erdasing market when we get

less and less every week and every month can ore &bfbe innovative?”

He further detailed that because innovation isaroeasy activity to pursue and
calls for investment both in terms of time and mgrieis challenging to keep going

given the increasingly competitive market place aoonomic scenario. He elaborated —

“We are Tesco’s lead supplier, we deliver their NRbarketing etc. and we are
expected to be their lowest cost supplier as welit $s very difficult for us to

find the add-ons/ innovation over and above thernodity.”
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“New processes can be done if they bring the costnd But developing a film,
investing years in it, okay it may be compostatslere consumer friendly, look
better but we are not getting paid for it. We spamltfions on meeting the needs
of our customers and consumers but are told to Imthie lowest cost supplier so

that’s the big question.”

5.1.4.1 Innovation Evolution

The interviewee believed that innovation as arnvagtis evolving in the firm and
Is beginning to be practiced in a more formalizeahner. The marketing head stated —

“Earlier there was very little innovation; we areeasonably innovative now in
our processes, in our product development etes lidcoming more formalized
now. Interactions with customers, consumers hageeased. Our market share
has increased and the percentage of share that €dmen new products has

also increased.”

“Innovation is something that is quite new to oongany, up until few years ago
we wouldn’'t be seen as an innovative company. Hommething that we are
developing and learning, though it is not as stoiwetl yet as it should be.”-

Technical Engineer

The commercial director said that not only has \ration become more important

in the firm, it has also evolved with regard tceratctions practiced. He mentioned —

“Innovation has been given more importance nowgernattions like brand
development activities, consumer focus groups, ebatéta analysis; yes there

has been a significant increase in theses.”

The graduate programme has also had its shareciltaing these increased
interactions by infusing fresh ways of working imetfirm highlighted the technical

engineer.

“Interactions are evolving at the most, more sohvilte graduate programme:*

Technical Engineer
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5.1.4.2 Innovation Objectives and Effectiveness

The interviewees discussed that the primary oljedlirecting innovation at the
firm is to meet their customers’ requirements,daked by their aim of maintaining their

position in the competitive market. The commerdiaéctor said —

“What drives our innovation is to deliver a needtlé& customer and to hold our

position in the market.”

The interviewees also outlined that though growsates and making profits is

their objective, but primarily their innovation acdties are informed by their customers’

needs.

“We want to grow sales ultimately and make morefipgpthat’s the simplistic

objective.”— Marketing Head

“Our innovation is more or less driven by our cusier needs; how do we deliver
them year on year growth, how are going to diffieda what we offer Tesco to
what we offer Sainsbury. So then we think of givivem something new, that

basically drives our innovation.= Commercial Director

Detailing the way in which the firm analyses itsnsomers’ needs and work

towards innovatively fulfilling them, the marketimgad said —

“We categorize our consumers into six differentup®. Depending upon their
lifestyle and their attitude towards mushroom wgnsent them into different
groups and we want products that are relevant tosat different types of
shoppers. We do under indexing of each of the oagelg find out these needs

and then try to meet those needs.”

With regard to measuring the effectiveness of thmipvations, the interviewees
discussed how the firm looks at certain key masrice the same and subscribe to data

packages to keep a track of these. The marketiad tietailed —

“The key matrices that we look at are: householdhgtiation, frequency of
purchase and the average weight of purchase. Wecsbke to data packages

from Dunhumby to know the shopper numbers and émguof purchase etc.”

The firm also practices different ways of gaugiig teffectiveness of their
product and process innovations and thereby diliggrerforms cost benefit analysis
and budget allocations for them. Detailing the meas the commercial director

elaborated —
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“We do market analysis in case of product. We woidglbw or track our
innovation very closely to see how it is doing,itifis delivering growth,
increasing our margins, how the consumer is engagmth it. In case of
process innovation, if the new process is introdui improving productivity
or performance that should be reflected in the aseenbudgets. If a new
equipment or process is being introduced it woudetento have a cost benefit
analysis carried out and if it's delivering it mulse reflected in their budget.

That's how we track the performance of our innawagi”

“We also analyse our performance on the basis véneies generated per square
meter of growing area. We have innovation informatisystems we have
developed over the years, data collection systewutalwhich harvester is
harvesting when. We analyse that data and see wbera for improvement is.
We are also benchmarking like if one harvester @&vésting at a great

efficiency, we try and see why all our harvestearsable to do that.”

However he also pointed out that because the ptadiugvations are aimed at the
customers their measure of effectiveness is bettaraged than the process innovations

which mostly tend to enhance the efficiencies ind®o

“The tracking of the effectiveness of new produstdone well because we have
to tell our customers every time we do the tendgirathat the product has
done so and so good. While in case of processjlistsus so it is probably not

that well managed.- Commercial Director

5.1.4.3 Innovation Team and Budget

Innovation is fast becoming an important activitytee firm, but a team dedicated
purely to carryout and manage the same is yet to pkace. The interviewees indicated
that though they have task forces for projectsethera growing need for a designated

innovation team.
“We have task forces for projects but no innovatieam.” — Technical Engineer

“We don’t have an innovation team, though we shdwdde one which should
spread across the business. Three four persons tt@amshould lead that team.”

— Commercial Director

They however also emphasised that even in the ebsasf an innovation team,

innovation is essentially a team based activitghat firm. The different departments
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continuously think of innovative ways of improvitigeir efficiencies and even working

together for brain storming ideas.

“We are disjointed in the way we manage innovatioumt operations and
manufacturing teams are always thinking of how rfodpce at less, marketing
and commercial teams are thinking of how to meeatarners’ needs in an

innovative way.” -Commercial Director

“We even have regular brainstorming activities, tsof innovation days.” —

Marketing Head

The interviewees’ further outlined that a simpletmxais followed to categorize
ideas at the firm and together the different depants work to implement them. The

marketing head detailed —

“We categorize ideas in a simple matrix: big ideasnall ideas, easy to
implement, hard to implement. So we look if an ides potential to sell a lot of
product or a little product, then we see if it Brtl or easy to implement. An easy
to implement idea is something that you can do wheh existing plant and
machinery, requires very little capital and can #ene quickly. For hard to

implement ideas we might need new machinery, eeplogw people and so on.

Sometimes we have big ideas that are hard toeimeht but that does not mean
we don’t do that, we try to find ways how we cantd@/hat we are trying to do
here is eliminate small ideas that are hard to iempént as they just waste time.
What we want are big ideas that are easy to impteéntrit by their very nature

there aren’t many big ideas that are easy to imgletri

Because the onus of innovation is on all departmentthe firm as against a
single innovation team there is no allocationsnobivation budget as such informed the
interviewees. Being a cost conscious business dpartments utilize their respective
budgets judiciously for maintaining the innovatiantivity, the commercial director

pointed out —

“Each of our division has its own budget to managel look after. Inherently
and culturally we are an innovative business butucally we also a very cost
conscious business so we need to ensure thatafevgoing to have a successful
implementation that the budgets are managed acoghyll’

114



5.1.4.4 Internal and External Interactions

The interviewees indicated that all department$iwithe firm are very flexible
about sharing information amongst them and haven apieractions. They suggested
that although internal communication channels arstructured, the interactions are

smooth and frequent. The technical engineer said —

“We are quite open within the organization, though do not have channels of
communication as much as we should, we don’t haneal structures but we

are quite flexible about information sharing within

They further indicated that smooth interactions arabled as the different
departments work in tandem with each other and averethe launch of the graduate
programme brings in a number of fresh graduateshéo firm and as they work

throughout the firm this further facilitating intations.

“Our in house engineering department works all tirae with the production
team, working with experts and developing equipnsehitions. Together we
use lot of our own experience and lot of our owmerimal resources so that we

can provide innovative solutions to our businessCommercial Director

“Our inter-departmental communication is not strutd but the graduate
programme has certainly brought together peoplenfrdifferent departments
and has helped in communication-"Technical Engineer

With regard to interacting with people outside be tfirm for its innovation
activities, the interviewees suggested that thm fieadily engages with its suppliers,
customers and consumers. Referring to the packagmmgvation of the film
development, the commercial director emphasisethtlheactions —

“So in terms of bringing that product to market werked collaboratively within
our own R&D department who in turn worked with filmanufacturers and then
machine suppliers to setup the machinery to be useidthe new film and then

with printers and so on and our customers.”

He further highlighted that these are the regutderactions the firm has for

almost all its innovations —

“So that basically is our consistent process. OWiDRdepartment works with

packaging, manufacturing, operations and equipmsmppliers and so on.
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Additionally for our brain storming sessions we @aur internal people and we

invite our customers and some other outside people.

Having mentioned the external people the firm Btés with, the commercial
director also emphasised that the firm believest@racting with its customers at later

stages of its innovation, in fact presenting tarittee final finished product. He said —

“We contact our customers late in the game. We avdidve a well-developed
idea, need being identified by the account man#gem engaging our marketing
department to find out what could we do, then wagkwith our R&D
department. Reason being that we want things cdetpleefore we present it to

our customers. As a business we tend to perfeatthorg before we launch.”

Customer focused is what the firm is all about ssggd the interviewees, and

being market oriented is being increasing embedudead functioning of the firm.

“We produce what our customers want to buy. Wearomfto a lot of rules that
our customers lay out. We always give them theityuahd quantity they want.”
— Technical Engineer

“Most companies in our industry would have a minimarder quantity, but we
do not have a minimum order quantity. We are foduse meeting the needs of
the customer. Things that start small can grow ¢évery big so why put a
barrier at the very first incident.” Marketing Head

However the interviewees also suggested that sbtging customer oriented the

firm now readily engages in gathering market ingdhbr its innovation activities.

“Firm A is a market oriented organization and it idransitioned into being a
market oriented organization in the last five s®ass, prior to that it was a sales
oriented organization. This has helped us grow d@ngde want to continue to
grow we need to be market focused. We are a méokesed, a consumer
focused organization, more so than we were fivasyego.” — Commercial

Director

The firm thus involved with its consumers more amdre and believes in
designing its innovations to meet the consumersdeeand also on insights gathered

from them. The marketing head said —

“Our innovations always stem back to the consurdég.try and understand what

the needs of the consumers are, we also look at piadlems there are like
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problems around shelf life, around quality, arowrake of use, around knowing
how to use, around texture , flavour etc. So wé latohow through innovation
we can find solution for these. So it basically rtstafrom the shopper,

understanding the needs of the shopper and howeet tihose needs.”

“These needs filter back into the business, inte tommercial arena, R&D
arena, marketing department then looks for ideasdiffierent markets for

meeting those needs.”"Gommercial Director

The commercial director also pointed out that thsights they gather from

consumers are a potential source of ideas to fesdihnovation pipeline.

“We run various consumer focus groups; frequencthese depends on the need
of the business. The focus groups are a sourcemg sconceptual ideas and
feedback. We try to source from these consumes fgmups ideas to feed our

innovation pipeline.”

The techniques the firm employs for gathering tharket data involves
continuously conducting market research and albsaibing to global databases so as
to keep a track of their markets as well as of glabnovation in the sector it operates

in, informed the interviewees. The marketing heaithied out —

“We are always doing market research. In 52 wedkhe year we certainly do
research 25 weeks. Then we buy continuous resdaoch panels like A.C
Neilson, Dunhumby, EMAI so that we can see all ittr@vations that are
happening in our sector, in our category acrosswhmeld. We have analyst who
dig deep, who turn the data into information whallows the managers in the

business to make informed decisions.”
The technical engineer summed up the firms apprbgehentioning —

“We are very market oriented and that's somethimaf is clear to everyone in the

business.”

Interactions with customers, suppliers, consumers raarket research agencies
are a regular practice at the firm. However, therinewees simultaneously mentioned
that the extent of these interactions is limited &ery carefully managed at the firm.

The marketing head said —

“We work with our customers; we would be reasonathbge to our suppliers, we

are fairly open but you don’'t share everything wiltiem. In our industry our
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suppliers are also the suppliers to our competitsosyou have to be careful

when you talk about innovation.”

“We don’t share all, we’'d be very careful on whaé disclose, we’'d also be
careful on how we manage that communication proaessat what level within
our business that communication is managed, aseéds to be managed by
people who are aware of the commercial implicatiorfs divulging such
information. If we are in the early stages of depalg a process like our film
we would be keeping that in a very tight circle.’8\Mae very possessive of our
intellectual property. Even with packaging sup@iand film suppliers we try to

protect our confidential information through NDA’'s”Commercial director

Detailing the stages of their innovations at whitley interact with external

people, the interviewees stated —

“Our suppliers would be involved with us all theywrough from idea stage up

till the implementation stage.” Fechnical Engineer

“With our customers, we bring them in our innovationly at the final stages. We
get much better buy in from our customers if thesl they are part of the
innovation, so we generate and develop the ideeghbit to them at a near
finished stage, incorporate if they suggest anyawpments and then implement
them.”- Marketing Head

With regard to practicing open innovation, the imtewees indicated that though

it has never been practiced at the firm, it shalbpen to doing it.

“We haven’t done any outbound innovation so farwatild be open to doing it.”
— Marketing Head

Also elaborating about a competitor collaboratibe tarketing head suggested
that the firm is open to practicing it but the ambof time commitment in terms of
finding the correct partner and then practicinghiat collaborations call for is the

limiting factor. He mentioned —

“We are collaborating with one of our competitors we have a mutual customer.
Because we are the largest player in the marketdéfmnition the smaller
players have more to learn, it is unlikely that bogty could have more
resources and tell us anything about mushroom thvat wouldn’t know.
However the competitor we are collaborating witheges in lot of different

sectors as against us, we are a single sector cagnga we have expertise in
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our single sector and they have multi sector exgpexe, so we are looking at this
collaboration facilitated by one of our common auser. We are actually so
busy doing what we are doing to find time to look dollaborations. That’s
always a challenge.”

While with inbound open innovation, the firm haddhan experience but the

interviewees believed that the practice lackedipasthe marketing director detailed —

“We have done an inbound open innovation but owtimtt is that we like to
develop our own ideas and bring them to market. gassion is about our own
ideas; we won't be that comfortable with workinghwsomebody else’s ideas.
The one occasion that we did an inbound innovatiowas very short lived, it
lasted for only 6-12 months basically because thesjpn was not there in the

company as it was not our own idea. Your own idgaur own baby.”

The firm, according to the interviewees, is an wattve organization but is yet to
be an open innovative firm.

“We are an innovative organization but | would nsdy we are an open
organization, we are very protective of our IP dnithink we need to be as we

have to differentiate ourselves.”

“We are becoming an open innovative organizatiart It is still very early

stages, it's not part of the company culture yetTechnical Engineer

Referring to the development of the air distribotprocess and detailing with the

example, the firms’ move towards open innovatiantéchnical director said —

“We have made improvements, it has paid off sovi@r,have standardized to a
certain point but we need to extend that, we havetly solved the issue that we
have. We have reached a point where we need fuettpertise, further method
of analysis, so currently we are looking outsideoof firm. We've reached a
stage that is top of our industry, we are doing biest we can but we want to
take it further so we are looking at other indussrinow, looking at getting help
from other heating, ventilation and other air cotnaling specialists. Previously
we would only rely on our suppliers but now we wemtook at people who
would be dealing this stuff for other industrieglsas data centres. They would
have similar requirements as us like large spabes meed consistent air speed
and air flow to cool the data servers. So we wartiring in ideas that are more

refined.
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We are at a very very early stage of branchingside of our industry for
expertise. It is very new for us; it's not somethiwe are familiar with. It is

difficult and we haven’t found the correct avenyes

The approach we are considering taking is looKimgconsultancy from outside
people, just to show us what they do. But ideadlywsuld look at adopting these
techniques, learning how to do it and may be hirgageone to work on it
within our own company.”

Finally indicating that the firm is yet to devel@m open culture, the marketing

director concluded the firm’s stance as follows —

“We are somewhere in between, we do have the diesbecome a real true open
innovative company but it's our organization cuéurot to become so open. We
have a lot of staff who is used to doing thingswlag they were done, so the
barrier in becoming an open organization is theterd but we are getting
better.”
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52 FirmB

5.2.1 Introduction

Firm B forms the food and beverage division of mydadiversified investments
group and holding company. Established in 1976h w# headquarters in Dublin, the
firm principally focuses on production, sales, nedikg and distribution of food and
beverage products in Ireland. Apart from being Imed in healthy foods, wines, fresh
ground coffee and indulgence foods the firm alss lfi@zen and chilled food,
distribution services and is operational in retadtaurants and outsourced hospitality

services through a joint venture.

The firms’ business comprises of doing sales, nterfgeand distribution for its
own products as well as for third party productsbtih the grocery and pharmacy
sectors. It also provides category management arghandising services to a broad
range of customers including grocery multiples amdependent retailers including
pharmacies, off-licenses, hotels, restaurants afescProviding temperature controlled
distribution in Ireland, it offers a range of temgteire controlled supply chain solutions
(procurement, brand management and selling, wassihgand distribution) to retailers,

manufacturers and food service customers.

Making the ‘healthier choice the easier choicethe mission the firm works
towards. Its aim is to become the leading healtid fand natural food brand in Ireland,

while additionally focusing on the UK market and/bed.

5.2.2 Innovation at Firm B

According to the interviewees, innovation at FirmiBall about providing a

comprehensive range of healthy choices to theisworers:

“We believe that consumers believe that makinghibathy choice allows them
and their family to live a better life. So our irvatdive thinking is around that,
trying to make the healthier choice the easier cédior our consumers.*

Managing Director.

From a production perspective the firm categorigesriarket as natural, organic,
free from, better for you and functional; and faesi®n providing innovative healthy
solutions in each of these categories.
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“We describe our market as natural, organic, frgenf, better for you and
functional. So when we approach innovation we thinkthis sort of a
framework.” - Managing Director

Not only is innovation looked at from a product gective, the firm also focuses

on innovatively expanding geographically. The mamgglirector pointed out —

“Innovation comes not just in products but in regsp country and territory as

well.”

5.2.3 Significant Innovation

Interviewees at the Firm B regarded the introdurctd the wholesome breakfast
cereal ‘Granola’ as their most significant innowatiin recent times from a size and

scale perspective. The managing director stated —

“For many many years all we focused on were tradiél mueslis. Through
innovation workshops and thinking and planning wedentified few years ago
that there is opportunity to move into another gaty within wholesome
cereals called granola. That has been the mostesastal new product that we

have introduced in the company in recent years.”

Being a strong player in the breakfast cereal caiegthe firm had an
understanding of the market. It was keenly obsgrémerging trends and what their
customers were stocking and consumers preferritsp By way of their knowledge of
the global markets and through a lot of in tradaech the firm analysed that there was
a gap in the product offerings and thus zeroedhat there was an innovative

opportunity for the introduction of a crunchy cdrea

“We saw a lot of muesli, a lot of porridge but waumd a gap for a crunchy
cereal. We had some knowledge of the granola mdréet the UK and USA
where it originated; but there was definitely a gagpno brand or own label was

offering it here at that time.2 Marketing Manager.

For providing the innovative healthy solution, then then started getting in
touch with its ingredients suppliers and lookedoaiof samples from them that would
fit the requirement. The production department td&htrial runs of different recipes
which through a series of internal taste panelsevsereened to a list of 4 or 5 recipes
that were believed would have longevity. This waliofved by consumer tasting,

wherein consumers were asked to rate the prodadsxture, taste and smell. Based on
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all of these evaluations and re-evaluations tha finally launched three variations of

its new granola product:

“We did a lot of consumer testing. We have a pafieglonsumers we call in and
then it is just friends and colleagues. We gavepdasnwith tasting sheets to rate
the product’s texture and taste and smell etciid was compiled and it boiled

down to three products initially which we then labad.” - Marketing Manager.

Packaging innovation was another aspect of thisvation. Guided by consumer
research the firm identified that freshness andattibty to reseal the package were the
two most important things consumers were looking &s far as packaging of their
breakfast cereals was concerned. The firm thus eddnkith its packaging design
partners to come up with re-sealable pouches tbatdckeep the freshness and

crunchiness of the product intact.

The product has had a successful run since itchlawlso much so that the firm
even launched a fourth version of it recently asdoioking for more new recipes.

Commenting on its success the marketing managedsta

“Both the recipe and the packaging has contribuiedhe success of the product.
We've even launched the fourth version a year ahdlhago and currently we

are looking for other recipes.”

5.2.4 The Management of Innovation

With the aim of providing healthier food choicesth®ir consumers the firm is
constantly involved in innovation activities. Itcdases on fostering, managing and
benefitting from these by inculcating a positivetlook about healthier living. The
managing director pointed out —

“Very often consumers are told what to do abouirthealth in a negative way,
the tactic of scaring people. Our believe is thad whould be motivating
consumers more, encouraging them to engage in khineyaife style, not just in
terms of what they eat but also in terms of whaytldo from an activity

perspective.”
Additionally he said that —

“The good news is that we are very much in an edpancategory, something
that more and more consumers are thinking abou @5 Irish consumers think

that —I consider what | eat very important for mellveing. 62% of Irish
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consumers have made their top priority to live altiger life. So we should be
benefiting from these facts. Lot of issues likesdabediabetes and other issues
have a lot of people wanting to solve these, sahamy that makes consumers

build better health is going to be good for allusf

The firm is increasing its efforts to manage itsawmations. It advises its category

partners to work on their innovations so as torselte.

“We advise our category partners how to manage rtheategories, give
consumers the best innovative solutions and ulgiyagell more.”— Managing

director

5.2.4.1 Innovation Evolution

Innovation is constantly evolving into being a mara more structured activity
at the firm. Every year the firm now engages inppreng a three year plan which is
generally finalized in September — November andteaclly an annual plan which is
prepared in January- February. These plans aresdédcon understanding the emerging
trends in the markets and the requirements of tinswmers and consequently devising

the firms’ strategies and action plans to meet thEme managing director elaborated —

“The three year plan is about understanding andlgsiag the ecosystem, looking
at what is happening from a consumer perspectiveargarizing these trends,
looking at what implications these have for ouribass, in the context of our
own competitive advantage against what else igtwere and taking all of these
implications into our actions and strategies. Ss i very formal process.
Similarly with our annual plans we are looking mapecifically at the year

ahead.”

With regard to the evolution of interactions withegple outside of the
organization, the firm though currently engageshwits suppliers, customers and sister
companies, it believes that with rising costs andglexities of development such

interactions are set to increase. The brand marsaigr

“l think in the next 4-5 years with the cost of eleyment going up, partnerships
will develop more and more. As in case of the Eeaopclaim on the pack, the
cost of getting the claim approved is very subsiaiso | would suppose more

and more competitor companies will come togethee. 8 a company will
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consider a view of collaborating with a competitorget our claim. So | think in

future competitor collaborations will go up as ttest of development goes up.”

5.2.4.2 Innovation Objectives and Effectiveness

The primary objective with which innovation is psed at Firm B is making ‘the

healthier choice the easier choice’ for their costcs and consumers.

“We want to make the healthier choice the easieoiah not just for our

customers but ultimately for the consumers Managing Director.

Working in this direction, the firm frequently erggs with its consumers,
motivating them for healthier living and providitigem range of choices for the same.

Stating an example the managing director suggested

“Recently we have been communicating with our coress about ‘because it
feels good’ proposition and our own brand’'s propiosi is to provide as

comprehensive a range of choices under that styadsgoossible.”

Additionally, expanding its product portfolio andtering new markets are other
objectives that the firm seeks to achieve by wayobvation. The managing director

stated —

“We want to be the most comprehensive and leadéadti food and natural food
brand in Ireland both in grocery and pharmacy. &edl is a fairly small country
and a mature market place; still there is room &owth particularly in our
category. Also we are in the process of building btand in the UK and

looking beyond that as well. So export to the UKkmiais our new target

Effectiveness of these innovations is gauged andsared by the revenues they

generate for the firm.

“It depends on the category; we would forecast shées volumes. Revenues are
the hard measures and then it is about fulfillimmpsumer needs and offering

choices”— Marketing Manager.

5.2.4.3 Innovation Team and Budget

Innovation is an important activity at the firm yatteam dedicated purely to

innovation is not in place. However there’'s a créwsctional team driven by the
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marketing department, with responsibility for inatien. The marketing manager

pointed out —

“We have a cross functional team, were one of thieative of the team is new
product development. Primarily driven the marketingction but it does extend
to other functions. Its role isn’t solely new pratidevelopment but that’'s where

new product development fits.”

The cross functional team annually hold an inn@ratbrain storming session
which is referred to as the NPD (new product dgwelent) day at the firm. Internal
people and sometimes consultants and design agegaieffsite for a day and juggle
with innovative concepts to extract out ideas &dfthe firms’ innovation pipelines. The
managing director elaborated —

“We annually have a process of innovation brainrstimg. We try to involve as
many people from different disciplines as possibiieadvance of this we give
people certain areas to research or pre read, vaittask of extracting ideas or
insights that are relevant to the business. Cornstigscussions during the day
are focused on identifying new ideas. Not justrpealings we also ask people to
out in the market place, to visit retailers to ckgroduct ideas or examples of

packaging

The team then votes for the top ideas among the diseussed during the NPD
day. From that prioritization the ideas are theentfooked at from a financial, annual
turnover, difficulty and ease of implementation afrdm a challenge and ease
perspective. The ones with promising potentialthen incorporated in the three year
and one year plans of the firm. Plans around sigae@sponsibilities for these are also

put in place.

“We have a voting for the top ideas on our NPD darg, pick from everybody’s
votes what's our top selection but we also make shat we capture every
single idea that comes from the day. It's worthe/hd revisit the list on future

sessions.- Managing Director.
Additionally the brand manager elaborated —

“We have a three year pipeline and a one year jmgeland to drive these
pipelines we set up a list by quarter of the prddubat we want to launch on

the basis of our research, our NPD day and mantatds.”

126



For efficient management of innovation, the firmways allocates a large
proportion of the marketing and advertising budigetimplementation of innovative
ideas. The only critical factor that at times lisnihe innovation activities at the firm is

the people time commitment it calls for. The manggdlirector emphasised —

“It's more about people time”

5.2.4.4 Internal and External Interactions

As suggested by the interviewees, the firm belietebas smooth internal
interactions and easy flow of information acrospattments within the organization.
This is facilitated to a great extent by the crosgctional team which has representation
from almost all departments in the firm and is led over by the senior management
of the firm. Additionally apart from the fixed maw®ys, regular meetings among
different divisions are also scheduled as and whemeed arises and these further aid

in facilitating information exchanges. The markgtmanager elaborated —

“Cross functional team has presences from salesdpetion, purchasing and all.
We meet, could be fortnightly or weekly dependimgvbat’'s happening. Then
there are the board meetings. Then we have meetitigour sales force, these
are bi monthly meetings. Annually we also have sales conference with our

entire company, when plans are shared with all.”

With regard to interacting with people outside dfeit organization, the
interviewees point out that Firm B frequently inves its suppliers and customers. This
is for gathering insights about consumer needs raadket trends. It engages with

packaging and design consultants for their expediging its innovation processes.

“We have a range of manufacturers that we work witteeting them, visiting
them at their factories, having them come to ouetings and discussing what
gaps are there. So we really use their expertisgpercific categories. We gain a
lot of insight for NPD in this way.>- Marketing Manager.

The brand manager also points out that the firnanggits customers as a vital
source for market information and even rates tbhpinion for its innovations as very

important. He said —

“If we haven’t got a good response from them for immovation at the prototype

stage, we probably wouldn’t go for it.”
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“There could be numerous products that would waninch but it's always good
to talk to the retailers because they have a gamd 6f what categories are

performing well in the market.”

However, having said that the brand manager alsgians that though important
the customers are trusted less than its supplietBebfirm. This is primarily because of
the risk of the customers being close with the cetigrs. So with regard to getting
their opinions pertaining to the firms’ innovatiotie firm tries to get their response

without revelling to them exact information abo innovation. He said —

“We share a lot more with our suppliers than withr @ustomers, though we do
have one or two customers we have a very goodigakdtip with. We try and
paint a picture without telling too much. Theresigrely a level of information
you don’t share with customers because no matter well you get on with
them there are always competitor products they f@ancethey may have a good

rapport with them.

Information sharing depends on how we look at poiplwe look at them as a

resource we share a lot of information with them.”

Market orientation is one of the key aspects offtmetioning of the firm suggest
the interviewees. Being increasingly involved withsuppliers and customers, the firm
is constantly on the lookout for emerging trendd erfiormation in the market place. It
regularly buys databases to keep updated abouteinddvelopments and innovation

launches across the globe.
“We base our business very much on consumer insigh¥lanaging Director

“Depending upon the need for NPD we buy data; warce across Europe or
worldwide what launches have been in our area amdtwlaims those are

making and just read consumer trends.Marketing Manager

Stating an example about being customer focusednandporating those insights
for their innovation, the brand manager elaborated

“Our customer base is very important for us. Wehdwe budgets an all but we
need a lot of support from our customers. We ifiedtithat in pharmacy there is
a niche that people are looking a lot more for wdife balance and there is
need for energy and only by talking to our custamee identified that we do
not have a product offering in this area. So later did launch a product in the

category and it has been very successful.
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Buying market research data is very costly so wbudosome but we look at our

customers more for insights about categories.”

For being interactive and informed about the resuegnts and trends of the
market place, the interviewees inform that anotisrect that the firm engages in is
trade shows. Using these as a resource for gattees and market information, the
firm involves with its existing suppliers and cusiers as well as new people at the
trade shows.

“We use trade shows as a resource for ideasManaging director.

“We can go there (trade shows) with a list of what may be looking for and we

might find things we may not have considered evemMarketing manager

Opening up with customers and suppliers for markermation and insights is a
regular practice at the firm. However opening wvaals combined innovation efforts
with these or any other external people is not ppr@ach the firm looks up to,
suggested the interviewees. The concept of inbaumalvation though is acceptable to
the firm and is viewed as an opportunity for acjais. The managing director stated —

“We have never done inbound innovation but we aelgtawill be open to doing
it. We are all the time looking for development appnities. Acquisition is

always on our agenda.”

While in case of outbound innovation, the interve@s point out that the firm
believes that if it's unable to work on an innovatconcept on its own, it would rather
pass it on to its suppliers and benefit from it @agaging with competitors will not be

its outlook.

“We have not done outbound innovation but if we arable to work on a
concept we would pass it over to our supplier parsnh so we could still make

benefit from it, if not under our own brand-"Managing Director

Finally, the firm attributes its reluctance to op&nup in its innovation process to
a few factors. Open innovation is not its prioribying to the risks involved in
collaboration; to the difficulties in finding an pyopriate partner and because the firm
believes that developing an idea and getting itho market first is difficult and so
collaborations should be avoided. The managingttireemphasised —
“To find something and to get it to the markettfissdifficult. There is a very high
risk in collaboration. Collaboration is easier whémere is more strategic fit and

then its prioritization as well.”
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53 FirmC

5.3.1 Introduction

Firm C is one of the most recognized Irish foodnldisaand a premier purveyor of
coffee, and tea in Ireland. Established in 1840 ,dbmpany produces tea and coffee for
sale around the world. It is the largest imponteaster and supplier of fresh coffee and

was the first coffee company to import fair-traetified coffee into Ireland.

From its origins in tea trade in the nineteentht@gnthe firm’s business has
expanded into coffee importation, roasting andridhstion and the operation of coffee
shops around Ireland, UK, Europe and USA. Everesits foray into the beverage
space, Firm C has grown to become the largestriiddrash coffee brand in Ireland.
With over 4,000 hotels, restaurants and cafesetarid serving the firm’'s tea and
coffee, it is also unanimously found in supermaglaid convenience stores around the
country. The company is renowned for its world-slpsoduct portfolio, coffee roasting
techniques and its unique "Barista" training acagelhemploys over 1,000 people

worldwide, with a team of 175 people based at tbeiolin headquarters.

In addition to its strong domestic presence, tha fhwns a growing international
portfolio, which includes a 1,600-tonne roastery, &fes, 520 franchisees and a
branded product portfolio not only in the UK andn@inental Europe but also in the
us.

The firm’s business is described as a ‘pyramidabfie’ by its managing director.
He describes that the firm’s cafes are only theodhant; while their business primarily
is coffee food service called coffee solutions. dialt one-stop solution to offices,
convenience and forecourt sectors providing aregxf@ange of equipment solutions
and unrivalled technical support, training of stafint in sales material together with a
comprehensive range of coffees and teas, and ex¢emnsarketing consultancy to
maximise sales and profits. He pointed out,

“Our approach is how much money you can make dingetoffee not how much

coffee you can buy from us”

5.3.2 Innovation at Firm C

According to the interviewees innovation at FirmisCegarded as a way of taking

existing ideas and technologies and putting thegetteer in a new way which solves a
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problem or takes out cost or sells more. The int@rges reported that innovation has
always been an integral part of the functioningha# firm whether its innovation of
their tea and coffee products or that of the egeipnthey provide to food companies in

Ireland and it has come a long way said the seigmeer —

“If we look at the history of innovation in our fiir, 10 years ago it was expected

that innovation would either generate very littevenue or fail”
However, the current scenario is, said the manadjiegtor —

“We are quite structured now in relation to how weat innovation. We have a

budget and it has people who are dedicated to eetiy it.”

5.3.3 Significant Innovation

Interviewees regard their coffee in store concephe ‘CIS’ concept as they call
it, as the most significant innovation of the firfrhe concept was introduced in the year
2004 for the first time in Ireland, and basicaltlyolved installation of coffee dispensing
units in convenience stores for selling retail eefand providing consumers an option

of ‘coffee on the go'.

The trend had already started in USA. Ireland at tiilme was entering a period of
high economic growth, the so-called Celtic Tigea.eA feature of this time was
expansions in the convenience stores industry.eTgreups, namely Spar, the Maxwell
Group and the Musgrave Group expanded rapidly.ds at that time that the firm

decided to introduce this innovation —

“We thought about it and felt there was an oppoityirior us to innovate.”—

Managing Director

The firm thus set out to identify equipment thauldoserve coffee without
needing an attendant. It had to be more than jpssh button vending machine because
it had to appeal to the senses of the consumeridang them with the experience of the
smell of coffee, the sound of the coffee grindimgl ghe sight of the milk steaming etc.
yet, at the same time safe enough not to injurbuon the consumer in any way. The
firm developed a few prototypes in collaboratiorthagéteel manufacturers and placed
them at its own expense at busy location storegetacustomer feedback detailed the
interviewees. Analysis from a health and safety qumality point of view coupled with
feedback from customers’ lead the firm to contirslpuefine its prototypes. Other

considerations like the machine had to be mobilestrbe placed near the payment till
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in the store to catch the attention of the consumvere also taken into account. When
the machines were finally set out for sale, th&ahprojection was to sell 4 machines.
However 6 months later, the firm had already sdldadd in the subsequent 3 — 4 year
period it captured the Irish market with 400 of @S units installed in convenience

stores all over the country, the interviewees imfed.

“It was almost like a revolution. With about 3000 tbese fully branded units
now positioned in convenience stores, it is thisowation that our customers

and the coffee trade would know us fof’Innovation Manager

Since 2011 and building on this success of CIS, fire, mentioned the
interviewees, had been focusing its innovative redfan developing the second
generation of its CIS innovation which they calk tiboffee express. They further
informed that the idea and need for advancing tim®vation originated because a
similar machine was launched by a high profile cefitpr in UK, because of the high

demand by consumers for ‘food on the move’ and lsxza

“We identified that more opportunity of consumptipou present, more people

will drink coffee.”— Managing Director

The interviewees suggested that the innovationtiine had the involvement of
customers from the pre prototype stages. Threemess, preciously, a manager of a
café in a hotel, a manager of a café in a hospitdla manager of a café in a Dublin
convention centre were shown images of the madbiget feedback for developing the
prototype. Manufacturers were involved from whea ifhea was finalized to be moved
forward. Another observation that was made duriregdevelopment process was, that
for maximizing the output the machine needs to bectional at all times. The

Managing director emphasised —
“The machine needs to talk to us”

Telemetry was therefore needed, and because neecoffachine supplier
provided telemetry, the firm worked with cigarettending machine manufactures who
provide telemetry services in their cigarettes wegenachines to get a similar thing in

place for their coffee machine, detailed the intmees.

The machine was launched at the Irish catering Sbatex in February 2013. The firm
now plans to partner up with a few of its customfersthe initial soft launch to get

feedback before the complete launch.
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5.3.4 The Management of Innovation

The interviewees indicated that innovation was beng an important activity
underlining all functioning at the firm and suggekthat the firm was thus dedicating

increasing efforts to manage the same.

“We have a formalized innovation process, whichleant from an Enterprise

Ireland course —The stage gate innovation procesdanaging Director

5.3.4.1 Innovation Evolution

Innovation has come a long way at the firm. It Baslved from being an activity
that was considered would generate little or ncemee to an activity that is very
structured, has a defined budget and people whdeatieated to delivering it informed
the interviewees. Interactions with people outsifithe organization for innovation had
also evolved over the years; however there walksastiple scope for advancing such

interactions felt the innovation manager,

“We would love to have more interactions but itfidillt, because of the costs

involved and more importantly the time required.”

Although from year 2007 to year 2010 innovation masat the forefront in the
firm due to the economic recession, but ever site®een reinvigorated in late 2011, it
has evolved to being a very important activity witlhe organization and practiced

with much enthusiasm. The senior engineer said —

“Last 12 months have really been very exciting as gire given the freedom to
innovate, it was there before also but there wasnenthusiasm in it, which is
there now. There is motivation in the new innovatteam and having the
freedom to go out and meet people who are builthirgs for you is inspiring

and very helpful?

5.3.4.2 Innovation Objectives and Effectiveness

The interviewees suggested that the objectives witith innovation is pursued
at the firm included, entering new markets, incregsheir current market share,
improving the quality of their products and sergi@nd for reducing costs but over and

above all of these objectives what really drives thnovation at the firm was their
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focus to match the functioning of the market. Hoarethe innovation manager stated

that the firm still does not focus on market insggas much as it should

“Customer feedback is not at the very top of oueradp. We don’t do enough
market research to have all consumer insight andoh’t think we put the

consumer at the heart of the innovation we delfinovation Manager

The measurement of the effectiveness of the inmmvas gauged only by the

revenues or new sales it generates.

5.3.4.3 Innovation Team and Budget

The interviewees suggested that innovation asitdst today is quite a structured
process in the firm. Although it took a back seaif 2008 onwards following the
economic recession in the country, it has beervignated since early 2012. The firm
now has a defined innovation budget. For drivingl ananaging sales from new
business launches their method includes writingpttogosed business launches on the
sales budget of the following year and isolatingnthas the KPIs (key performance
indicators) of 2 or 3 senior managers, whose banaalculated on the basis of the sales
achieved on these new launches. The annual sade# @dso includes all innovations

done in the last 10 years.

There is a designated innovation task force witimgete involvement of senior

managers who are part of the innovation team. imheviation manager outlined—
“The approach to innovation has always been a tbased approach”

The interviewees detailed that the team comprisesnémbers including the
managing director, sales managers, innovation n®Bagfinance managers,
procurement or supply chain managers, marketingagens, new product development
managers and managers from the quality control rttepat. The team meets once
every month to discuss and feed the innovation éopfp management sheet is also
maintained to keep a track of the stages at whiehideas are. Additionally every
employee in the organization is encouraged to comwith innovative ideas and there
is a prize of 100 euros for any executable good.iddso anybody who travels for the
company is required to submit a form about any rde& they saw outside. However,

despite all these efforts, said the managing direet

“Biggest difficulty is to get good ideas.”
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“HR does send out weekly updates on innovationitblisn’t been consistent,
and internal communication system is not great ideas.” — Innovation

Manager.

5.3.4.4 Internal and External Interactions

“We are a small company so | guess it is easy enadagxchange information.”

- Managing Director

Internal interactions with respect to innovatioe amooth within the organization

and very much facilitated because of the crosstiomal innovation team.

“Being on the innovation team is helping me undmrdtwhat the sales or other
people are looking for and | am able to better aeetrwith them now.> Senior

Engineer.

The human resource department’s weekly email inddion to all employees
about innovation and functioning within the firmégs everyone updated and on the

same platform as,

“Innovation is almost embedded in what we do fuwrailly” — Innovation
Manager

Maintaining and managing a flow sheet on who iskivay on what and by
ranking projects on a 2x2 matrix of high value, lealue and easy to do, hard to do, is
another way by which the firm facilitates easy eawle of information internally
indicated the interviewees.

External interactions at the firm are typically Goed to talking to their

customers and suppliers. The innovation managertgubout —

“We have open relationship with our customers ardshare information with
them from the early stages of the innovation”

There are open discussions if need be about whioowih the IP and about
signing NDAs. However the level and strength of pieesonal relationship with their
customer and suppliers defines the openness ofirteractions suggested the

interviewees.

The firm regarded themselves as a market orientgdnazation. Apart from the

regular market research study they do each yeay, ity and keep a track of their
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competitors along with a focus on their customengppliers and consumers, the

interviewees indicated.

Being an organization with a strong focus on intiova the firm still distance

themselves from the concept of open innovatiomtexent,

“We are open but it just doesn’t happen and whsréhe time”— Innovation

Manager.

Although inbound open innovation, i.e. bringing ideas from outside the
organization would still be welcome, outbound op&movation is a complete no. The

innovation manager emphasised —

“We are very proud of being the number 1 coffee gamy in Ireland and we
position ourselves as the experts so we just deartt to share. If the word goes

out that we couldn’t get their idea to market, cuedibility is gone”
The senior engineer however holds a slightly déifeéropinion and felt that,
“ldeas can come from anywhere and it’s really dloait communication.”

“Only 5 of 100% is the level of information that very confidential to the
company, rest can be talked about. Also techniespfe are more open to
technical people when they are discussing stuffiagament | suppose are more

protective of what is happening in the company.”

He too however agrees that the firm had reservataivout giving away their

ideas. The scenario at the firm is best summedyupdmanaging director,

“We are paranoid about commercial secrecy, so wecglly collaborate only

with our known customers and suppliers.”
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54 FirmD

5.4.1 Introduction

A renowned lIrish food company, Firm D is a growdr feesh fruits and
vegetables. With its growing experience dating back896, the firm was established
in 1926 and in the 1930s began growing fruits amdds for supplying to the local
Dublin market. Headquartered in Dublin, the firmpdays around 2000 employs in its

5 business divisions —Retail, Farm Fresh, Marka&rhational and Solutions.

The business consists of growing, sourcing, shgppmarketing, selling and
distribution for its products to major retailersdaimodservice customers in Ireland, UK
and Europe. The firm is currently expanding in Aaral has a supply base spanning 6
continents and 42 countries. Apart from growing aalling fresh fruits and vegetables
the firm also offers Management Solutions Consglarspecialising in Information
Technology and Supply Chain Management.

5.4.2 Innovation at Firm D

According to the interviewees, innovation at Firmi® embedded in all its

activities and focuses on improving its functioniige marketing director stated —
“Innovation has been around making the operaticastdr, cheaper and better.”

“We are extremely innovative on our farms. They @sastantly thinking of what
new varieties. Our operations team is always logkinwe are doing this fast
enough or if there’s a machine that can bettertd&o there’s innovation in all

parts of our business.”

The Marketing manager however pointed out that deirfirm that grows and
sells fresh fruits and vegetables; it is not newdprct development (NPD) that's the

prime focus for its innovations. He said —

“Innovation is a simple enough process for us asdwenot change recipes, we
are not processing stuff. We do not turn our frints jams so we try to innovate

around packaging.”
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“We innovate our products in packaging and how wétg the end consumer. It
is about how we can get more food into people’sdsanore of the time and at
different times of the day. ”

5.4.3 Significant Innovation

Describing the innovation regarded as the mostifgignt innovation done by
Firm D, the interviewees suggested that the innomahas three layers to it. These
include deciding to extend the season for prodnatibsoft fruits in Ireland, launching

of the firm’s own brand and finally introducing arbies snack pot under the said brand.

Tapping onto the growth opportunity, presented Iy increasing consumers
demand for fresh fruits, the firm decided to andested in extending the season for
production of soft fruits in Ireland. The marketidgector detailed —

“Our most significant innovation was the decisioroand trying to extend the
season for soft fruits. People love buying Iristawberries, they pay more to
buy lIrish strawberries, so what we have done ig tha have extended the
season for strawberries right from the end of Matohvery close to end of
December because we now have hot glass housesgledisl houses, tunnels

etc.

He further highlighted that though it had beenféadilt decision to make, it had
successfully paid off for the firm.

“That was a gutsy and very brave decision, but we produce more than 50%

of Ireland’s strawberry all here™ Marketing Director.

Primarily being an own label producer, the intenees indicate that the second
biggest piece of their innovation was the decisibaut launching the firms’ own brand.

The marketing director stated —

“In fresh produce industry a vast majority of prads are sold under an own
label. We are predominantly an own label producad ave see ourselves as
service providers to people like Dunnes and Tesco %0 the second biggest

piece of the innovation was deciding that we shéaddch our own brand.”

He further elaborated that the need for decidingatmch the firms’ own brand
was triggered by a significant loss in businesmfame of its major customers. The firm
thus decided that in order to have a long termréutbhey needed to connect with the

consumers directly and therefore went on to lauhelr own brand. Detailed consumer
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research, collaborative work with a brand creatat a period of 7-8 months went into

finally creating a brand mentions the marketingdior. He said —

“The shock of losing some business and realizireg thay be we need to have
some business which we call ours. So may be ifawe direct relationship with

the consumers through a brand it would give usrgéw term future.”

“So through a series of consumer research and seori with a brand creator,

a guy who is professional at creating brands weeendp in the Firm D brand.
The process took 7—8 months.”

Making the brand come alive the firm then launchdxirries snack pot.
“It's our berries in pots, for the on the go consption.”- Marketing Manager

The idea for this innovation as for all innovatiahe firm does was rooted in

consumer research and market insight informed tw&eting manager. He said —

“What we try to do and aim to do is to understarttatvthe micro trends are. The
micro trends in this case were that the consumesgssaacking more, also that
they want to get healthy but cannot on the go.”

Following extensive consumer research the firmizedlinformed the marketing
manager that there was a growing demand but argaphealthy fruits offering that
simultaneously ensures convenience. In order wegbe opportunity the firm therefore
went on to launch their berries snack pot undar thven brand name.

“We did three focus groups across the country om trget markets, and the
insight was that | want to eat healthy but cannetduse of time constraints and
the mess. So following a process that went throtigh NPD pipeline we
launched our berries in a snack pot as being coimrae to the category which
was not there before > Marketing Manager

The marketing director summed up the innovation —

“So the initial piece was creating and growing sbftits in a very commercial

way and the next piece was extending it into a thramd then making the brand
come alive.”

5.4.4 The Management of Innovation

With the launch of its own brand and thus a growoxs on innovation, the firm

Is beginning to increase its efforts in managing dlativity mentioned the interviewees.
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Though embedded in all its functional aspects atttevity is spearheaded and managed

primarily by the marketing department.

“It is brought through as a pipeline internally. Sesearch is one part and then
there is an operational point of view, a commergmlint of view and a
packaging point of view and then at the end mankei driving it, talking to all

these people.- Marketing Manager

Additionally, the interviewees suggested that éffoamre being focused to
formalize the activity at the firm by way of forn@ of innovation team and their
regular meetings, by way of allocation of budgetsthe activity as well as by senior

management overseeing its progress.

“We have weekly NPD meetings and commercially gtersd tier management is

involved in it.” — Marketing Director

5.4.4.1 Innovation Evolution

Innovation is fast becoming an important activityttee firm. Its focus is evolving

beyond just catering to the customers’ demands;aited the interviewees.

“We were a customer focused organization so all mumovations were centred
around lets deliver what the customer wants andaas as we can. We have a
functional piece of NPD now; it’s not too big ydtthink our NPD is still very

much at the start of where it can get te-'Marketing Director

Innovation at the firm is evolving to becoming amstructured activity with
regard to aspects like formation of dedicated iratiow team and allocation of budgets.

However it is still a long way to go pointed ouétimarketing manager —

“Stakeholder management is our objective but we lavdilke to have a more

formal structure on innovation.”

5.4.4.2 Innovation Objectives and Effectiveness

The primary objective the firm seeks to achieve nvimovating is to be known
as the best grower of berries in the market. Thketiag director highlighted —

“One of the reasons we innovate is that we warlteédknown as the best people

who grow berries in the market from a pure quapgrspective. Reason being
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that we believe that a consumer will eat more €& giroduct that they eat is

brilliant.”

He further mentioned that apart from that theretlaesobvious sales objectives —

“In sales and marketing it's about can we sell mashat we need to do to drive
consumption and sales of these products, like sugdepackaging innovation

makes the consumers think about the product irffardnt way.”

Additionally, expanding into new markets and thus/ihg more customers is
another objective the firm aims at when innovatifige marketing manager summed up
by outlining —

“Another objective is new markets and that woulthte to new customers for

us.
“We would like innovation to be consumer led, Battwe understand our end
consumers so well that we could have a new proeuety year that fits their

need and different parts of their day and makemthealthy.”
Effectiveness of its innovations, informed the miewees, is gauged and
measured at two levels. The firm measures its iations’ penetration in the market

and its extent of consumer consumption and categdiiese as the soft measures while

the hard measures include the keeping a trackeoksétbes and profits the innovation

generates.
“We measure penetration. We measure consumpticgseTl are the soft measures

and the hard measures are did it sell, did it makefit and we watch that
weekly”— Marketing Director.
“Measure of effectiveness is sales, gross profid amstribution” — Marketing

Manager

5.4.4.3 Innovation Team and Budget

Innovation is fast becoming an important activity tae firm, indicated the
interviewees. The marketing director highlightedttrealizing the importance of having

a constant focus on the market, the firm now hdsssand marketing and innovation

teams dedicated to carrying out marketing and iatiom activities. He said —

“Now we have an innovation team. We now have satesmarketing team, we

didn’t four years ago. Because the type of indugtny are in, you buy fruits and
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you sell fruits but what happens is that you becoerg transactional. So you
need a team that could focus on the market.”

“So we do have an innovation team now, made uphefmarketing and sales
team in its entirety. Then we use our packagingsguyits operations, the
operations manager who manages the factory andother technical experts
(our people who know our fruits). Generally we ase person from commercial
as well, so overall its people in the factory wimmw what we do, the technical

people who know what we can do, the packaging &x@erd the sales and

marketing team.”

Adding on to what is indicated by the marketingedtor, the marketing manager
elaborated that the onus of carrying out innovadictivities at the firm is spread though
out the different departments at the firm but ittile marketing department that
spearheads the activity. He highlighted —

“There is no exclusive task force as such, inn@vais placed on everybody’s
shoulders and marketing takes it on.”

For driving the innovation activities at the firmetNPD team meets regularly and
has complete involvement of the senior managenidrd. progression though handled

by junior managers takes place under the supenvidigenior managers.
“We have weekly NPD meetingsays the marketing director.

The marketing manager detailed —

“Depending upon the start and scale of the projgmtople are part of the
innovation meetings. For example, at the start pf@ect we would have more
senior people and once the project is on the radrenjunior people drive it
further. Then there are updates with them evernplof months. The minutes
of meetings are sent out to everybody. So thereommercial, operations,
packaging, finance and driven by marketing withiemanagement at the start
and at key milestones.”

For efficient management of its innovation aci@st the firm also allocates a

proportion of its budget for implementation and @mgement of innovation activities at
the firm.

“We allocate approximately 4% of our total budget fnnovation” informs the
marketing manager.
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5.4.4.4 Internal and External Interactions

As suggested by the interviewees, the firm belighes its internal interactions
are smooth and information flows easily across depnts within the firm. The
different departments work in tandem with each othed moreover because their
business involves sequential processes of growmdgharvesting fruits and vegetables

the different functions work with close co-operatend collaboration.
“Everybody is very supportive in what is being ddne Marketing Director
“We consult with our growers all the time=* Marketing Director

The regular NPD meetings and the flexibility of opexchanges further facilitate

smooth internal interactions within the firm empked the interviewees.

“Information sharing within the firm is very goocetause of the nature of the
business, the products you grow and harvest. Themugh NPD meetings and
all projects have their own teams and they regylameet.” — Marketing

Manager

“We have this email address that employees can g&as$ to and we have a very

open door policy — Marketing Manager

With regard to interacting with people outside bk tfirm the interviewees
indicated that the firm frequently engages with asnsumers and customers for
gathering insights and innovative ideas, for undeding consumer needs and market

trends. The marketing director pointed out —
“We look at ideas from both our customers and com=ns.”

Additionally the interviewees also highlighted thia¢y not just engage with their
consumers and customers but engage with them latséage of the progression of their

innovations.

“We do series of group research. First of all ore tboncept then on the product
then on packaging and things are moved and chaagéddixed. At every stage
there are interactions with the consumers, to petitlea, to develop the concept

and then on the actual product®Marketing Director

“There were three phases around the snack pot. &pend the ideation stage,
one when we had a concept and then when we hathgles and at each stage
we went back to them:* Marketing Manager
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The marketing manager at the same time also pomtedhat though the firm
increasingly engages with its customers, it is giva@onscious of the extent of

information it exchanges with them. He detailedwéah example —

“First to market is imperative. So if Tesco wants annovation for their own
label, to them it's an own label innovation andsitour branded innovation. So
there is a constant struggle. So if we have somgthery much on the pulse, we
want to grow our brand, we want to have it for awer two before we share it

with them.”

Market orientation is fast becoming an importargeas of the functioning of the
firm. The interviewees indicated that although firen has always been customer
centric, the firm’s focus on the market is expagdio newer dimensions with the

launch of its own brand.

“We are an organization which is oriented towarde tcustomers, the Tesco,
Dunnes, Supervalue, Superquinn etc. The markebisigg so more and more

we would be looking at our end consumersMarketing Manager

“We are very customer centric. Whatever it is that customers require we will
endeavour to deliver. We spend a lot of time witbwgrs and bring that
information to our customers. We have always bemstomer focused, but since
the brand you now have to bring things that aréedént. We now have to bring
things to the customer to say this is actually wtie consumer wants.-

Marketing Director

The firm now regards both its customers and conssirag an important source

for its innovative ideas highlighted the intervieage

“A lot of our innovation comes from our customesd)at gaps they see in their

product range.”— Marketing Director.

“Our customers drive some of our innovations. Frample if Tesco wants a twin

pack, we work on that= Marketing Manager

Additionally apart from buying market research d#t@ firm also regularly
engages in gathering market insights, taking custoi@edback and doing consumer
research on its own for exploring innovative idaad concepts. The marketing director

informed —
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“We try to take customer feedback / research anguatd we buy Nielson data

once a week.”

“We watch the market, what people are doing anddweconsumer research to
understand why don’t people eat more fruits andeteges and we ask
consumers what do they want to see. Ireland isra sm@all country so we keep

our eyes open probably in a non-prepared or unsyate way.”

The firm believes in open interactions with its somers, customers, market
research agencies and brand creation consultandiested the interviewees. Engaging
with its customers and suppliers are part of tigeilee functioning of the firm whether it
is for gathering consumer or market insight or émvelopment of a product. The

marketing manager said —

“We are open with customers, we are open with sapplwe demand a lot from

them and they demand a lot from us.”

The firm is sceptically open to the idea of inboundovation and the marketing
manager indicated that the firm would refrain framif it causes it to lose its

competitive advantage. He said —

“Yes we will be open to inbound open innovationt buwve lose competitive

advantage in the Irish market we will not.”

However, interactions with competitors is someththgt the firm completely
disagrees with because of the increasing completiothe industry and more so it
believes that because its competitors lack thel leénsight the firm has about the
industry it operates in, such collaborations cahmaterialize. The marketing director
emphasised —

“We are not open with competitors because in thdugtry we are in it is very
easy to copy and so often the differentiation isy v&ubtle, it's about the
branding and packaging. And | don’t think our conmoes have the level of

insight we have.”
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55 FirmE

5.5.1 Introduction

A leading player in the global food and beverag#ustry, firm E is one of the
largest manufacturers, marketers and distributdrbranded beverages in Ireland.
Headquartered in Dublin the firm employs over 2,3f¥bple between Ireland and

Northern Ireland and owns several beverage andusgenack brands.

With both sales/distribution and manufacturing egiens in Ireland, UK and
USA, the firm aims at building a substantial intgranal cider-led, Long Alcohol
Drinks business through a combination of organewgh and selective acquisitions.

5.5.2 Innovation at Firm E

According to the interviewees, innovation is thamna focus of the firm and is
believed to be the activity that can enable the fio achieve sustainable growth over
the years. The commercial manager said —

“We are very keen to innovate and very keen tonsee ideas all the time. The
only way we can be here in 10, 20, 30 years’ tismbyi continuing to innovate
and grow ourselves. We operate in a very competiiiarket and innovation is
the only key to keep going and growing.”

Mentioning that the firm is an innovation led firthe innovation manager went

on to detail what being innovation led meant atfitme —

“We are an innovation led firm meaning that we Hudn our capabilities and
product categories that we have rather than loblwhat's new to world. Doing
new to world requires lot of capabilities / resoescthat have to run parallel to
the day to day stuff which is difficult and mosttloé time very expensive. So

certain innovations that are of appeal are beyoedah at times.”

However it was also highlighted that the firm re&kannovation as a challenge
and engages in elaborate thinking and strategizimgn perusing the same.

“Innovation is a challenge, its caution to a pothat you have to do at some point
something or you will stagnate. There is alwaysaeat around innovation and

thinking where by its very important to think wisatrt of innovation strategy
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you want to pursue, can you be entrepreneurial orydu need to be more
conservative or both, the innovation funnel, th@adyics of short term, long
term innovation all inform your strategy for thedimess.”

5.5.3 Significant Innovation

Interviewees at the firm E regard the launch ofgkar cider as one of the most
significant innovation of the firm. Elaborating tfiem’s innovation journey up to the
launch of the pear cider, the packaging managdr-sai

“Historically we weren’t a very innovative companie were selling apple cider
and doing well at it. We started exporting to UKL@99, early 2000, we started
with Scotland and then worked our way down. Thingally took off in
2005/2006 and we were doing really really well e tUK. We then looked at
selling to the UK multiples, Tesco, Sainsbury elicwas then that we started

looking at other products like pear cider.
Speaking on the same lines the innovation managglighted —

“Our business structure changed since 2009. Frod®2@ 2013 things have
evolved quite a lot we added both companies anddsr&o our portfolio and we
went on from being a cider company to a drinks camgp In the mid 80’s we
moved from bottled cider to draught, that was otst finnovation. In 2003 we
launched our low calorie version but still appledathen in 2009 we launched
our pear cider which was our first innovation begloapple. The process has
evolved but it is broadly similar. We are still @er dominated business, within
cider we are the definitive brand. So for a brahdtts synonymous with apple,
which has everything to do with apple, to move fapple to pear was quite a

departure.”

Thus though the firm had had innovations but stheg were only apple variants,
the interviewees regard the launch of the pearrcdeone of the most significant

innovation of the firm.

“Our pear cider is the big big piece of innovatiomhe company was used to
selling draught, pint bottle and long but there wasmassive innovation in the
company until our mid strong and light versions @/lxunched. These were only
apple variants but the big game changer was our pa&ter. It was a completely
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new way of thinking around our product, around ooarket.” — Commercial

Manager

Discussing about the origin of the idea of the peader the interviewees indicated
that they saw the emergence of the concept of@éar in UK and decided to follow it.

The innovation manager said —

“To a point we were followers in the innovation bidvas quite brand leading for

us.

However the interviewees also highlighted thataswnarket research that guided

them through this innovation as for all innovatidine firm does.

“We started with a piece of research to see if ¢hexy a market for pear cider.
This kind of allows the consumer to tell us whaytlvant and would like to

see.”— Commercial Manager

“So in that instance like we do in pretty much ialhovation cases to date, we
would engage with external agencies to a greatdesser extent.> Innovation

Manager

Detailing the sequential steps the firm undertawkifie pear cider innovation and

which is reflective of the firm’s process in gerléhlee commercial manager said —

“We bring our research information and look at whiae product should be what
it should look like, taste like and feel like. Thwea start making and trying some
liquids. Internally what we do is, between teamstrydiquids and see which
works and tastes best before we bring it to redeaiten the selected liquid
would go into research to see if it's the rightuid for the market. Once the
liquid is selected and agreed then begins the briaedtity. So from there we
start looking at what the brand would look like,atthe packaging would look
like, the label of the bottle etc., what the marigtwould look like, what the
above the line, below the line activities wouldkdixe and all this would be
happening while the liquid is being developed iae Background. So then you
get to a point where the two meet, production ardketing. The commercial
team then comes into work on how to sell the prodidfe have our team of sales
guys and then we also team up with wholesalerspidkeup top 5 wholesalers
and we incentivise the team to get the product &wket. Once we get the

finished product to market we try and build somstribution and when we
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reach 40% of our distribution target we start soat®ve the line and below the

line advertising. It is at this stage that we begampling at pubs etc.

Mentioning about the promotional piece involvedhe innovation the innovation

manager said —

“Because we are a brand led business, we invesstaatly in promotional
campaigns. There is an entire task in preparing ranptional campaign to
support the launch. We sell into retail. Most paos individual owned so our
sales team work with them, for retail outlets ithe head office the sales team
gets in touch with. So if we want something todsndrom May we advertise it
from March and 10 weeks back from that it shouldcbmpletely ready with

barcodes etc.”

The next step to the innovation, point out therwvees was the beginning of

the diversification of its ranges by the firm.

“We started diversifying our range. We had a cougii¢hose variations and then
we moved on to specials which were various flavows then had a cooler
wine type product that didn’'t work too well and ntheve had a hot ginger

product. So that was all in the cider theme.Packaging Manager

Referring to another significant innovation by fiven on the packaging side of

things, the packaging manager said —

“We've had a big project and very innovative as lwiel terms of our pint bottle.
It is a big seller for us and we took a lot of wdigff the bottle and that involved
working with our glass supplier. It has a lot ofgact on the environment. Less
weight of glass for transporting, our bottles gaditde smaller so we could now
have more bottles on a pallet and so on a truckit 8as taken off a lot of truck

movement for us.”
Elaborating on how the innovation came about tlek@ging manager said —

“Historically we’ve had the pint bottle for like fever. The same bottle produced
by the same manufacturer. In the Irish market pwitles are returnable bottles,
we fill the bottles send it to the customers (pubsy pour it and return it to us,
we wash them and re-use them. It's a cycle of 1@d¥s. When we started
exporting to the UK market we could not maintaie tketurnable bottle thing,
we didn’'t had the infrastructure in UK to colledtet bottles and bring back to

us, so we needed a one way thing.”
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He further detailed that the firm then started gggwith various glass suppliers
to reach solution in this regard.

“At that time we were doing huge business in the WK were a huge customer of
glass bottles so we were looking at various suppli§o in conjunction with
ourselves, the glass manufacturers and some indepétesting labs we worked
on the bottles. We did a lot of development wigimthlot of testing as we needed
to be sure that the bottle is safe to go out in tteele and not cause any
trouble.”

The packaging innovation took 6—8 months and aesenf trials before the firm
came out with their light weight bottles while coniing to look for further lighter
versions informed the packaging manager. The inimvded to big savings for the

firm along with the positive impact on the envircemh

“We decided to move from our 438gm bottle to 39@gile and tested for 6 — 8
months to see if all was ok and we continued tgdtirther light weight bottles
in the meantime. So it gave us a lot of savingslesger environmental impact.”

— Packaging Manager

Along with the details of the packaging innovatidime packaging manager also
highlighted that for this innovation, in order tafesguard their margins with their
customers the firm refrained from divulging anyoirhation about the success of this
innovation. He informs —

“In terms of packing side of things that has beem wery successful innovation
and it happened without the market knowing aboutVié did it and we had the
benefit of it without the market noticing it. Owrapetitor did a similar stuff but
they announced in the market that they had donle sazings. We didn’t want to
do that because then the likes of Tesco etc. wanritk to us saying we want to

pay you less because you are paying less now.”

5.5.4 The Management of Innovation

The firm believes in being innovation oriented thké time and thus engages in
increasing efforts and strategies for managingstrae. Explaining the way the firm

manages its innovation activities, the innovaticanager informs —

“So the macro process that we have is the stage paicess. It is the decision-

progress-agree model. The gates of decision ariedarl he process is owned by
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the marketing director. She has a seat at the dkecaommittee table. On the
day to day basis we managers are in charge, iuisresponsibility to progress

the projects. So it is a communication, project agament liaison piece.”

The interviewees further outline that the firm cmezers its innovations in order

to ensure their efficient management.

“We have two sides of innovation. One is the ligside which goes out in the
bottle and the other is the packaging side aboutv hwee present it to the
customer. Then there is another side we look at,etivironmental side of our

innovations, about how can we make less impacPackaging Manager

The innovation manager additionally mentions thanhfhas three innovation
managers in different territories of the busines® Waison regularly with each other as
well as with other units of the business with theu® of managing the innovation

activities.

“There are forums whereby the 3 central innovatimanagers and others who
have role, be it recipe, process, compliance, setystem, development etc.
would interface, usually on 6 weekly bases. We baw&nthly conference calls

and in person meetings to ensure things are mdvirgnnovation Manager

Simultaneous to mentioning the ways in which thienfmanages its innovation
activities, the interviewees also highlight thabugh the senior managers are very

ambitious about the firm’s innovation, operatiopdilis a challenge.

“The ambition is that we would be quite entrepremeun our innovation at the
senior level but the realities of that are quitdfidult at operational level.”—

Innovation Manager

5.5.4.1 Innovation Evolution

Innovation at the firm is constantly evolving indie the interviewees, both in
terms of becoming a more formal activity as well wgh regard to increased

interactions. The commercial manager said —

“We are getting better and better. Now it is a tabre focused and formalized.

The business as a whole is more and more focused.”

Innovation as an activity is more formally strueidrand planned at the firm now,

detailing about the same the innovation manageéinedt—
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“We have had versions of stage gate, what has bieemmajor difference from
earlier is that now we are a multisite businessjtdoas become more formal.
The scale has evolved as against the process. Becae were informal within
the company earlier, so were the relationships whthretailers. It is not so now
because everybody is driven by promotions and ttystes are according to

promotions so there is less flexibility and so weslaound by timings now.”

Referring to the way interactions have evolvedatfirm with regard to increased

communications with people external to the firng gackaging manager said —

“We are certainly more outward looking now, we datéking more now. We are
also taking on quite a bit of on demand packagieg a brand owner would
come to us to either make a product or pack a proflr them. We have some
of the supermarkets coming to us that they warvam label beer or cider, so
we make a product for them, we do some testinthén. So that has increased
the number of products we put through our plantw&oare getting quicker on

our feet now.”

He further emphasised that the fact that theyeslagkporting and moved beyond
the Irish market, played a pivotal role in the firewvolving to be more formally

innovative with increased interactions with extégeople.

“In recent years we have become a lot more inneeata lot more willing to take
risks. In 2004/05 when we opened to other marketgened us up. Before that
we were happy with the Irish market as an Irishratabut now we are out in the
big bad world so we had to react faster, work effdy. Irish market is
traditional; if you drink our brand you will alwaydrink our brand, while it is
much more experimental in UK and beyond. The feaattwe are exporting, the
fact that we are doing contact packaging has braughof outside people into

our business.”

5.5.4.2 Innovation Objectives and Effectiveness

When introducing new innovations in the market, thiee product or packaging
the primary objective the firm aims at is profitdabuilding its market share informed

the interviewees.

“You are always trying to build market share-"Commercial Manager
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“At the end of the day its profit, we are a PLC and have to take care of our

shareholders.”— Packaging Manager

While when developing an innovation the objectittes firm looks at were also

pointed out by the packaging manager, he said —

“In terms of raising something, we think of: can we it, can we make the
product, are we going to do it economically, wi# Wave enough sales. We have
to have a minimum run size to make it worthwhile,can’t just do 100 litres.
The marketing / commercial people go out to conssime taste panels, focus
groups to see if there is an appetite. We do biesing as well, and then we
also do session testing i.e. if people drink mbwant2 or 3 drinks will it affects

them in anyway.”

The interviewees also highlighted that becausenthekets have been down, in
order to retain their profits, innovation has beeoame of the major objective of the

functioning of the firm. The commercial managedsai

“The market is down so if you want to make the sproét as last year, you have
to fill that gap with some innovation or some newduct. So unless you

innovate in some shape or form that gap cannotlliee .f

He further informed that the firm is also considgrinnovative ways of selling
their products with the objective of maintainingeithprofit figures in a declining

market.

“We have a beer portfolio and we are going and signcommercial deals with
bars, so that they give us certain amount of vokirtteis a new way of looking
at things; all they sell is our products. So itnist a new product innovation but
strategically it is innovation for us to fill thajap of loss in volume sales”*

Commercial Manager

With regard to the measures of effectiveness ofrthevations the firm does, the

interviewees indicate that it is more or less imepterms.

“At the outset we would set volume targets (e.g.nsmy million litres) and

distribution targets (e.g. 1000 accounts).Gemmercial Manager
“The rate of sales and the re-orders”’Packaging Manager

“Volume and ultimately revenues” lanovation Manager

153



However, they also suggest that beyond this tine dilso looks at effect the brand
creates.

“We look at the effect of the brand, could be twatdon’t lose shelf space or may

be replacing a competitor = Innovation Manager

“We look at the noise on social media or the mediageneral.” — Packaging

Manager

5.5.4.3 Innovation Team and Budget

Innovation at the firm is a team based activitywhwer it can more precisely be
defined as a liaison based activity between thiemdifiit business units indicated the

interviewees. The innovation manager said —

“It is the liaison between what the commercial tearants or needs and the
backhand technical team, who may not understandpsgsures are being put.

So it is a project management piece”

The interviewees also inform that it is the inndmatmanager who has the onus
and authority of managing these interactions fapwation at the firm and the firm has

three innovation managers across the business.

“The innovation manager is the central figure whonlgs in people from
commercial, marketing, production etc. to develop innovation, as apart from
the regular meetings for a specific idea we alwhgse 3 - 4 projects on the
floor” — Commercial Manager

“I am the innovation team. Me being the innovatrmoanager | am the go to. So if
commercial team, which is the customer facing saflehe business wants
anything whether it is a pack or if they have aeador a new product it
channels through me because ultimately then |fiater with the group at large
for what's needed. We have three of us (innovatimanagers) across the
business, we share project updates and advice edlchr.” — Innovation

Manager

Though the firm does not have a dedicated innomabiodget, the marketing
department uses its allocated money for innovatimhit is even easily allocated as and
when necessary. Also the innovation team meetdadguo keep the projects going

suggested the interviewees.
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“The marketing team have the budget and if newgthiare being proposed
money will be allocated, but we specifically do rwmve a budget for

innovation.” — Packaging Manager

“The innovation forum meets once a month it is eogrice calls then 2 -3 times a

year we get together for a day="Packaging Manager

The composition of the firm’s innovation team astédnds today has had its share
of revision and re revisions over the years. Thekaging manager outlines the various
models of innovation teams the firm has had befe@ching its current status. He

elaborates —

“We have had many models of innovation. Initiatlywas somebody came up with
an idea, so it was an ad hoc kind a thing. Earpeople were only selling beers,
ciders etc. now you have flavours and light and twhat, the market has
fractionated quite a lot, the product mix are chamggso then we realized that
innovation was an important part of our business. &structure was put in
place, the innovation team and then there wasflaiscussion around what we
call innovation and renovation. We had a big liretvibeen the two. A team was
put in place with representation from different imess units, it was based on
different markets; there was an Ireland team, atd&m and a rest of the world
team. The teams has projects and monthly meetimggaagets etc. we worked

like that for a while.

We then looked at the renovation side of thingslwinas defined as any pack
change or brand extension. Any new liquid wouldnb@vation. These however
got muddled over the years and people got confysenple changed over the
years and the whole focus came back to innovatiod eenovation being

together. We see that as a better model now, lit'soat of one team looking at it

”

now.

5.5.4.4 Internal and External Interactions

The firm believes in being a close knitted orgamara and facilities this by
having smooth information exchanges across depattim@nd business units. There
however are minor road blocks in these interactlmrighese are easily ironed out as all

are working towards a common goal indicated therinéwees.
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“Internal interactions are good as everyone is wagktowards a common goal.”

— Commercial Manager

“Internal interactions are quite good. We have antral technical team, we have
4 production plants, marketing people are spreddoger and we have quite a
good rapport, there are differences sometimes bexamarketing people may
want something quick which may be difficult foresthso managing people’s
expectations is required. We sometimes forget edtedr’s priorities but we get

on well.” — Packaging Manager

These interactions are facilitated by the regulasg functional meetings and
other activities the firm conducts for bringing theople together for generating and
discussing innovative ideas. The firm however igitneing to avoid brain storming
sessions as the perception is that these rarelgrggenradically new ideas. The

interviewees outlined —

“We are constantly sharing information, though wavé not gone for brain
storming sessions for the last two years. We doenudr cross functional
meetings than brain storming sessions as they dealty generate new news.”

— Innovation Manager

“We launched a programme called ‘doing our bit’ amee did a kind of road
show internally when everyone was given a appl@eati@ard and was asked to
come up with innovative ideas on product, procelsatever and the best three

ideas were rewarded~ Commercial Manager

The interviewees also inform that the interactitlase moved beyond just the
marketing team and have become more formal andtgtad with the expansion of the

business. The innovation manager detailed —

“Earlier marketing was very central to everythingigawe did everything from
forecasting to running the quality meetings. We rwwe special units with
ownership and that brings with it changes. It isrenformal now that we are
bigger. There are formal reviews against the oliyest There is on-going

collaboration. Interactions are via the cross funao@l groups.”

With regard to interacting with people outside bt tfirm, the interviewees
suggest that the firm engages with various extepaaties at different levels. The
innovation manager outlined —
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“If we are looking at new to world innovation we rkawith consultant agencies
around scoping if we don’'t know much about it. Witleir help we try to
understand the market, we talk to consumers tovbege the opportunity might
be within that market. We develop concepts withgdeagencies which we
might then present to consumers to see what thel #bout them. To refine
them we do qualitative and quantitative researchatgoint where we are
satisfied that they are worth proceeding. We migééd to do physiological
testing as with food and drinks you have to be shat there are no adverse
effects. We have in house compliance managers wack pack designs and
pack labels to ensure they are compliant with EWd &rsh legislations and we
also work with third party agencies.”

“We interact with agencies at the very start assthevould be running research
groups for us, creating market plan or point ofesaffor us.”— Commercial

Manager

The interviewees also inform that though theseraatitons with external people
are a regular practice at the firm these are chyemanaged and the confidential

information exchanges are judiciously safeguarded.

“We have good expertise in-house but there are gdaeollaborations, but there
is always a balance between discussions of interast protecting
confidentiality. If we are planning something wi t@ our suppliers, customers
in our regular meetings to see if there will besheist in it. If it's a new to world
thing and we are sure we are doing it then we niak®mal presentation to them
after the informal discussions. For general disemsst is okay but further down
the line discussions, sharing the brand name, sasnptc. we would be very

careful. It is also generally down to relationships Innovation Manager

“If we get deeper into stuff we get people to d¢JpA’s. We share confidential
details with some of our key suppliers after signoff NDA’'s.” — Packaging

Manager

Referring to the pear cider innovation the innawatmanager, the innovation
manager summed up the various interactions boghnat and external the firm engages
in.

“The pear thing was technically led internally. Wad our own cider people; we

had a technical team for the recipe. For the phiggjal testing etc. we worked
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with a agency on that. We then had an advertisipgnay who worked on our
communication and creative. The pack design waermadtand the sale was by

our own team.™ Innovation Manager

Being oriented towards the trends in the market #red requirements of the
consumers is the regular way of functioning of tinen and the interviewees indicate

that the firm believes that it is in fact the mwsportant aspect of its functioning.

“If you know what the trade wants, what the constsnweéant it is more important
than any research you could do. We are very maskiented, the consumer is
our big priority, without the consumer you haveydt a product’— Commercial

Manager

“We are certainly very market led and also markgtied organization, putting in

a lot of investment in building our brands-"Packaging Manager
Detailing how the firm engages in gathering marksights, the interviewees mention —

“We have our agency that does general market redeé&or us, blind taste tests
etc. with different segments in the market. We daite heavily before we bring

a product to market.- Commercial Manager

“We do a piece of qualitative research every yearfind out what are people
drinking, seeing or trying. Procurement tells usngthing, packaging tells us
something, and consumer research tells us sometilmg sales team is running
on the roads and if they see something new hapgehiey feed that in. We
constantly hear back from our customers what thagtywvhat they like. So we
look for insights from business challenges rathemt what we need to do and

innovation falls from them.* Innovation Manager

They emphasise that the firm keeps a track of nbt their specific markets, but

of markets globally in the sector they operate in.

“We constantly keep a track of what's happeningthe market globally.”—
Commercial Manager

With respect to the pear cider example highlightimg importance and relevance

of their market research the commercial managersasl —

“Market research told us that there is an appetde new variants and flavours in
the market. It guided us to see that flavouredrsidee beginning to grow and

there seems to be a market for them.”
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On the pack side of things although the firm de@d® thote of what the customers
want as well as what the competitors are doings the suppliers who are the main
source of market insights suggested the packagamager.

“We are constantly in touch with our suppliers fahat is new, people who

supply us boxes, bottles, labels etc. then wetalkdo our ingredient suppliers

about what are the new trends in flavours, thesesgure out in the market and
they know best. We do look at what our competidorsand we often get ideas

from our multiples like Tesco for what the consumants.”

The interviewees informed that opening up with oosdrs, consumers and
suppliers for market information and insights isegular practice at the firm. While
these interactions take place all along the innomgtrocess they are more prevalent at

the early stages.

“We would interact along the whole innovation chawe talk to customers, to
suppliers initially about the ideas of the prodticén we later give them some

visuals mocked up with packaging and we talk tanthieit is achievable.”—
Packaging Manager
“We open more so in the early stages, we do afl@onsumer research. May be
during the course of it as well but particularly #ite start consumer tasting is
very very important.’~ Commercial Manager
Outlining the firms approach about opening up theovation process the
interviewees mentioned —

“No it is very difficult; it depends upon the scaad thinking. To liaison and
align would be very insecure at a certain scaleduse of competition™

Innovation Manager
“We have done contract packing for one of our cotibge but innovation no.

Operationally we do but for innovation no-"Packaging Manager

The belief is, they highlighted that opening upfas small players who have

limited resources, also opening up to out of categeople though is risk averse but

can be a distraction so it is better avoided, megebeing a drinks company they have

to be very sceptical about the collaborations teeter into. The innovation manager

emphasises —
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“The small guys can open, their capabilities amaited, their sensitivities are less

so they can.”

“Out of category people approach us but it can l&rdcting, you are back to
will it add value. Moreover we are alcohol so wevédo be very careful of how
we present ourselves and who we associate ourseittesWe could do a tetra
pack of apple juice for kids but we are drinks litaso who will drink it? We
have different sensitivities associated with ust $®a very early litmus test for

us. There could be huge commercial benefits bujysiwouldn’t go near it.”

The firm is open to practicing inbound open innavatshould an opportunity

present, the interviewees indicated.

“Certainly we would like to work with people ancetle might be an agreement as
to how the sharing happens as we will put in theetiand effort.”— Packaging

Manager

“We could buy or buy into somebody’s idea and h#ipm develop.”—

Commercial Manager

However, the outlook is very different in case atlmund open innovation; the
interviewees suggested that the belief is thafithewill refrain from venturing into an

innovation in the first place than to need to dudlaate with people outside of the firm.

“Generally we look at things we could do ourselwes; don’t go to a point where
we have to sell it to a competitor or somebody. &ée probably would not look

at something like that.= Commercial Manager

Additionally, culturally the perception at the firmm that they have worked their
way up with a lot of effort and so would not be kean sharing their hard earned

expertise.

“Culturally we won't do outbound. The thought woldd at the back of our heads

that why we should give our innovation away, itmigyork someday.

Similarly when small companies come to us for @mttpackaging, do we give
them advice? Well not really, sometimes we do botesimes not. It has taken
us a long way to reach here so we hold back omgieur expertise; we just do
what we are asked to do. They might not be compgtiow but why would you

do it.” — Packaging Manager
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56 FirmF

5.6.1 Introduction

One of the world's largest sandwich manufacturen fF is a leading food
company of Ireland. Established by the Irish Gowegnt in 1991 through a flotation
(IPO) of the state-owned Irish Sugar Corporatiome firm today is a leading
international manufacturer of convenience foodsaddgiartered in Dublin, the firm
currently has 22 convenience foods manufacturiteg $n the UK and USA. Apart from
manufacturing convenience foods the firm is alsmived in ingredients and related
property. These activities were a part of a divieiiion out of the sugar business and
formed a part of the Group since its floatatiorntloe Stock Exchange in 1991.

The firms’ business consists of two segments, nantiet convenience food
division and the ingredients and property divisidihe Convenience Foods Division
focuses on providing wide range of chilled and é&mzfoods to major retail,
manufacturing and foodservice customers in UK aakhhd, as well as many in Europe
and USA. The Ingredients and Related Property diiwi comprises of trading

companies and specialist property teams that workaximise the Group's property.

5.6.2 Innovation at Firm F

According to the groups’ communication manager,ovation defines the
existence of the firm F. It is an activity thatpsacticed all the time and throughout the

organization. He mentioned —

“Innovation is critical for our business. It is thHde blood of our business. It is
what we have to do.”

The innovation activity at the firm is centred amduthe good food culture or the
food first theme at the firm and aims at makingfilma stand out as an expert in all its

operations. The communication managers said —

“A lot of our product development is driven by passfor good food. It always
starts with great food and great ingredients whesn ave a dialog with our
customers; to that extent we also have a programatied food first. It's about

the good food culture. It's about being known feingy the experts. Knowing
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that we understand our customers, our products amdmarkets we operate

”

in.

5.6.3 Significant Innovation

Interviewees at the firm F regard the developmdntheir new business with
Starbucks in USA as their most significant innowatiHighlighting that it was not just
a product innovation but more of a business monelgamation with the coffee-chain
giant on a larger scale, the chief executive off(GEQO) of the firm said —

“It wasn'’t just product innovation although thers significant bit of that. It was

business integration with them and it was chanmebvation as well.”

The firm had a presence in the US market for alimet years before this
innovation. It initially ventured into the US matkepon visualizing a strong growth
opportunity in the convenience food segment thwtech had been its forte for over a
decade in the UK-Europe market. The CEO elaborated

“We first went to the US five years ago, at the ehdpril 2008. Three reasons
for that — First we felt there was a strong markeportunity for chilled and
prepared food in US. Their grocery was though gsiehisticated in a lot of
their offerings but their chilled and prepared foofferings were week. Secondly
we had a lot of skills built up in this area, denygd jointly with our customers
over a period of fifteen - twenty years. It waaecelerated by lot of inbound

customer enquiries we were getting at that timenfr@ariety of US grocers.”

However, for the first three years of their pregent the US market, the firm
struggled to identify the appropriate strategy ttog market. It struggled to figure out
which product it should focus on and which custarard channels to target. The CEO
suggested that it was then that the firm decidechtmge the existing strategy. He said

“About a year ago in January—February 2012 we labkdown on a strategy
whereby we focused on small convenience storesvhith that channel a set of
industry leading operators. So that was the 7-Hlewwnvenience stores,
Walgreens in the drug store channel and we idedtifStarbucks within the

coffee chain channel.”

“We thought that we are going to have a much simgage of products in terms

of what we do and we are going to focus around idiate consumption or
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‘food to go’ as we call it product area. This woutgean very much led around a
sandwich type of proposition rather than the braadenge of products that we
had been doing like ready meals, desserts, sagats]s etc.”

So armed with the new strategy for the new markays the CEO, the firm
approached Starbucks and succeeded in securinggagement to supply to them in
the North East region. Starbucks had strong reasorgick them as their chosen
supplier the CEO highlighted —

“Our track record around food safety and supply chintegrity was different
from what they were used to with their existingpypase. Secondly we have a
global reputation around ‘food to go’. Thirdly weadh the resources and the
team that could not only take on their existingibess but also help them

develop their range more broadly going forward.”

As a part of that engagement of bringing in thenfiin their supply base,
Starbucks asked the firm to come up with multi oegi solutions as against solutions
just for Boston that the firm was offering, accawglto the CEO. He further outlines that
in order to fulfil that requirement the firm went ¢o acquire two additional businesses
which provided it the ability to expand its suppli® Florida, the Mid - Atlantic States,
the mid-west and to Chicago and thus led to theplgupgreement with Starbucks
around the existing range of the firm.

As a next step to the innovation, pointed out tBEECthe supply engagement in
due course is resulting in the two firms workingygther around their innovative
offerings. He detailed —

“This got us a seat on the table around their N®iZe are working with them on
their innovation around the development of a neeakfast range, lunch time
sandwich range and also some occasion specificeahgy are doing, sort of
end of day or about the store footprint like rarfge competing with the pubs
and bars.”

5.6.4 The Management of Innovation

The firm boasts of being more innovative than miostovative firms in the

business and engages in increasing efforts anegieea for managing the same.
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“Most innovative companies generally target to hawe20% of their stuff new
each year and they define new as being typicadly tean 24 months old. At firm
F we have 40% of our stuff that would be less thamyear old”said the CEO

Although most of these innovations are incremetited, CEO pointed out that the
firm engages in a strategy of carrying very litlieished products to bring out and
manage increasing number of its innovative offesir@utlining the firm'’s strategies the
CEO said —

“The level of product churn we have is very verghhiA lot of that would be
incremental innovations, change in recipe, packggitavours etc. but we have
a system in place which can generate very verydrapw products. One of the
ways we do that is we carry very little finisheddastock; rarely have we more
than two days stock. So that enables us to chaegpas etc. quite quickly. So

we are a company that has very high level of produwvation that ways.”

“Secondly having little finished goods stock enahlis to try new things. So we
don’t have to do great amount of pre-launch testimg do some but then we just
put the goods in the market and see how it goesddVeave to manage the

packaging risks of course.”

5.6.4.1 Innovation Evolution

Innovation is constantly evolving into becoming @ren and more interactive
activity at the firm. Designations like group commuzations manager are being created
to foster collaborations across categories in itime. fAdditionally the firm is beginning
to run internal competitions to ensure differenttp@f the business work together for

innovation. The communication manager elaborated —

“We are getting better at the transfer of knowleddels and ideas. Partly my

role is to support that communication piece.

Something that is relatively new is that the N&ddsultants get together on a
regular basis and we now have internal competitismshat chefs from different

parts of the business come together.”
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5.6.4.2 Innovation Objectives and Effectiveness

When rolling out increasing number of incrementaavations in the market, the
main objective the firm focuses on is expandinggh@wth of its categories according
to the communications manager. The firm also sirit@ achieve its objective of

entering new markets as it focuses its effortsnmovation. He stated —

“We look more at incremental innovations as opposedanything majorly
radical and our main objective is to grow the mdra&ed the category.”

Also another objective that is fundamental to tinectioning of the firm suggested

the communications manager is the firm’s aim tohaebest supplier for its customers.

“Our whole objective is to be the supplier of cheitor our customers; this

platform is the commonality across the businessCommunications manager.

The effectiveness of the innovations the firm disegauged in money terms, he
further suggested. It is primarily the sale theowation generates that is considered as

the measure of the innovation’s effectiveness kyfitim. He indicated —
“Effectiveness, most part of it would be sales.”

However the CEO points out that the firm also takete of the innovation’s
performance with the consumers additional to tHess#é generates to measure its

effectiveness. He said —

“Effectiveness is measured by the innovations’ grenbince in the market with
consumers; the wealth it generates; the growth dntl meets the economic

expectations we have for it in terms of margins.”

5.6.4.3 Innovation Team and Budget

The firm has five different business units and watmn though central to the
working of the entire firm is managed separatelyebgh unit. There are different NPD
teams for different categories and these are casegbbased on customers.

“Product innovation activity happens within differtedivisions in our group. We
have five different business units and each one &s®nsive product

development activitiessays the CEO.

The communications manager detailed —
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“We have NPD teams for categories; these are gpfitby customers. Each
category has its own head of NPD and their own pobdlevelopment teams
including developers, technicians and skilled clets’

Apart from the separate NPD team for each of itegmies, the firm also has a
central business development team to manage itwation activities and to looks for

expansion opportunities for the firm. The CEO state

“Not a central product development team but we haveentral business
development team which kind of tracks categorydsen the market and also
looks at geographic opportunities and mergers aogugsition opportunities for

our group.”

Budgets are allocated to the different businests @as they individually carry out

their innovations based on their customers’ requéanets jointly with the customers.

5.6.4.4 Internal and External Interactions

As suggested by the interviewees, the firm has gargoth internal interactions.
Facilitated by frequent information exchanges aisdu$sions on market insights across
departments, these are considered as a very impo#ad integral part of the

functioning of the firm. The communications managedicated —

“We have very very smooth internal interactions. ¢&ll them as links in the
chain. Like for idea development there is inputnfronarketing department,
production department, from sales, commercial aackpging people.”

“Our heads of NPD across the business meet on alaegasis to exchange

ideas and discuss innovation.”

The CEO also suggested that the internal intenastawe smooth but at the same
time points out that these are more for non-prodiess like for technical solutions or
for general consumer research. He suggested tbatibe the firm supplies to customers
who are each other's competitors, the firm has taintain this balance when

exchanging information internally

“Our internal interactions are pretty good on nomegluct ideas, technical
solutions, supply chain efficiencies, distributisnlutions or on purchasing
incentives; but because we supply to customersatteatompetitors we have to

have fenced customer teams who would not share &b each other. But if
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we do consumer research on consumers’ attituderme tc. that we can do

across for all divisions and share, it need notéglicated”— CEO

With regard to interacting with people outside bt tfirm, the interviewees
suggested that their customers are their primeetdoy such interactions, they almost

all the time engage with their customers when imtiog. The CEO emphasised —

“Fundamental of how we do innovation is that weitdaimost always jointly with
our customers. They are a big big source of dingctiour innovations,

collaborating in our innovations, testing and infieing us on innovations.”

The CEO further highlighted customers’ involvemeanttheir innovations by

detailing an example —

“In September 2012 we rolled out a new range olidtaready meals for one of
our customer. As a part of that we jointly ownedtttevelopment, both their
team and our team went to Italy for ten days arakéa at the trends there in
terms of ingredients etc. Came back put that intedpction, put packaging
solution around it jointly and launched the busmesgich is about £100m in our

sales and about 200m of retail for them.”

The interviewees also suggested that the firmnsat completely open with its
customers for their innovations and regard thdati@nships with their customers as
very important.

“We are almost completely open as it relates toghaducts. Areas we and they
are less open are around the underlying econommcsraargin implications for

us and for them’says the CEO.
The communication manager also pointed out —

“We are very careful and protective of our relatghip and commercial

arrangements with our customers.”

Additionally the interviewees also informed thate tpractice of signing non-
disclosure agreements (NDA) is not common betwdmn firm and its customers,
however they also indicated that such practicescaremon place in the US market

where they are now expanding. The CEO said —

“With our customers very little NDA’'s are signedhéfe is a very strong

understanding about the confidential nature of wivatare working on but it is
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not guarded by formal NDAs. This is general praztiere but in the US it is
more about formal supply contracts etc. regardinigpimation sharing.”

In addition to interacting with its customers ftg innovation activities the firm
also engages in gathering market insights. It attisrwith market research agencies and
consultants to keep a tab of market trends, upagmmimovations globally as well as of
consumers’ likes and dislikes to inform its innowas. The communication manager

elaborated —

“We gather lot of insights, we subscribe to a lbttrends analysis reports, some
external consultants etc. It is all about understag food trends both
nationally and internationally. We spend time lowkiat what's in the market,
talking to people, buying samples etc. We thusucapwhat the trends are and
map them against our consumer understanding. Magrthe two things we
develop proposals talking to our developmental €heefid then look at the

costing based on what retailers are asking for.”

The interviewees suggested that firm F is a veryketeoriented organization. It
actively engages in gathering market trends andwoer information all the time. The
CEO mentioned —

“Yes we are certainly very market oriented. We @rost paranoid around what
is happening in the market every day.”

He further outlined that being a supplier to brahdastomers the firms’ strategy
is to focus its efforts more on gauging the perfamge of current products than on

exploring upcoming trends in the market.

“We have a lot of focus on current performanceslevinie tend to devote fewer
resources than global branded food companies oresight into future
performance. Our model tends to be more on collatian with customers and

fast following when we see some kind of fundamehtatge in trend- CEO

“We do less of direct independent market reseahantthe branded companies
would tend to do, in parts because the deliveryhaeism for us is the brand for
our customers, so it’'s all private labels. So weadmsumer tracking through
market data we get from A.C. Neilson, TNS, andéVigitc. We do focus groups;
we tend to invest in consumer research alongside @istomers when

developing something.” EEO
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Additionally, indicating that being market orientexdthe need of the hour and so

the adopted approach by the firm for its functignithe communications manager said

“It is a very competitive environment so we needetxel in what we do.
Consumers are more interested in food today thaer éefore. Look at the
number of cook books, cookery shows on TV etcoS3mderstand what the
market and consumer trends are so that they buglymts from our customers

we closely watch them.”

Opening up with customers, consumers and supgbemharket information and
insights is a regular practice at the firm indichtkee interviewees. However, the firm
embraces open innovation practices a step furtheremgaging in collaborative
innovation activities with its customers and eveithwts competitors. Detailing an

example of competitor collaboration for innovatdone by the firm the CEO said —

“Yes we are open innovative. Our sources of operovation would be our
customers, our suppliers and competitors. With agitgrs it happens like with
customers. For example we have two-third of theda@rh business of one of
our customers and another firm has the other oirekttSo it is the three of us
who sit together and construct an agenda aroundisbimas range or health
range or summer range. The idea being that we reidlpectively focus on

different parts of the range under a common bariner.

Not just doing a part of an innovation done coliaioely, the firm is equally open
to practicing inbound and outbound innovation. Tinms’ communications manager
suggested that though the firm has not done anuimbannovation so far, it will be

open to doing that following doing a risk benefiadysis of the offer. He detailed —

“We do get start up ideas on quite a regular bdsus | don’t think we’ve worked
on any yet. Unless we are guaranteed high voluneedom’t do it. We tend not
to do niche products. We would be open to it butdépends on the

circumstances, we'd look at the IP etc.”

Similarly with regard to practicing outbound opemavation, the firm strongly
believes that it has the best of capabilities snpitoduct areas yet is flexible for giving

out an idea that does not ultimately works for it.

“Our product development is quite focused, we agy\strong and we believe if

we can’t make it work no one can="Communications manager
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“We will try and drive the innovation until we catg a level that if we can’'t we
don’t care who takes it up~ CEO

Highlighting another important aspect of being gpitle CEO emphasised that it
is critical for the firm to be open within, simuti@ous to catering to customers that are

each other’'s’ competitors. He emphasised —

“One of the very important bits of being open inatbwe for a company of our
scale is being open within. We have for examplévendifferent manufacturing
plants between UK and US and a big part is sharilegas between these twelve
plants and doing that without compromising the widlial recipes and agendas

of their respective markets.”
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57 Fim G

5.7.1 Introduction

One of Ireland’s leading food company firm G islabgl nutritional solutions and
cheese group. Having its origins in the Irish cerative movement that evolved over
the last century, the firm was established in 1894 result of a merger of two public
limited companies. Headquartered in Kilkenny, thenfhas manufacturing and
processing facilities in seven countries with bbtisiness-to-business and business-to-
consumer focus. It currently has a direct presencéd7 countries with products
distributed in over 130 countries. The USA and perare the major markets the firm
focuses on and it is expanding its presence inMtiaelle East, Asia Pacific and Latin

America regions.

The firm’s business consists of three segments,ehatdS Cheese and Global
Nutritionals, Dairy Ireland and Joint Ventures afAdsociates. The US Cheese and
Global Nutritionals segment focuses on businedsdginess, large-scale, low-cost
production of cheese. The Dairy Ireland divisiomuofactures milk and dairy products
and the third segment, Joint Ventures and Assarifideuses on establishing joint

ventures in the markets the firm operates in.

5.7.2 Innovation at Firm G

According to the marketing manager, innovationhe activity central to the
functioning of the firm G. It is practiced all thiene at the firm and is purely based on

consumer insights. He mentioned —
“We do innovation all the time, so we do researthbtee time.”

“Rarely does it happen that it starts with someyvgood idea that someone has,
so whether for a new brand or a new category itegelty starts with that

mining of consumers for insights.”

The marketing manager also suggested that innovadio firm G is about
complete co-operation across the business functmndeveloping the innovation, it's
about complete involvement of the senior managenmetite process and recently it is

beginning to be about exploring the idea of co-woeavith the consumers.
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5.7.3 Significant Innovations

The marketing manager regards the launch of it®rfiusoup range as one of the
most significant innovation the firm had done retermhe firm was the first to create a
very successful fresh soup category about two aEcado but realised that in recent
years there has been a surge of premium soup ramg¢jes market and the firm lacked

any offering in the category. The marketing managentioned —

“Firm G was the first company to create the freslug category some 22 years
ago and that had grown and grown to be the number soup brand in the
market place, it was however in the sort of eveyydaup category. Recently
there has been a growth in the premium soup cajeddte soups for one
person, in the plastic tub that is easy to carrycrowave etc. and we didn’'t had

any product in that area.”

So it was then that the firm set out to seize tim®vation opportunity to launch a
product for meeting the growing market demand. duijh the decision to launch a
premium soup range was made the firm wasn’t surehat it would exactly be, so they
started gathering consumer understanding and marf@mation for the same. The

marketing manager pointed out —

“At that time we didn’t know what exactly it is ggito be, what brand etc. So we
started developing an understanding of people whoibto that category.”

“We started to mine our consumers, what's the aatggand attitude of
consumers for this kind of product; what are thenpetitors; what are the set of

products that people could actually use for thigat at that time of the day.”

With the aim gathering as much consumer insiglthag could before starting the
development process, the firm conducted reseamlsfgroups and workshops to get a

clear perspective as to what the consumers wekanigdor in such a product.

“We were looking for the insights to start develupi We did research focus
groups, exposed people to various product thougtusducted workshops and
got them to create some soups. So at that stagmaeve or less knew what

consumers wanted= Marketing Manager

From these consumer insights and its understandinthe market, the cross
functional team, comprising of the marketing, opiersal and commercial side of the

business, then began exploring ideas for the sanger. It was at this stage suggested
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the marketing manager, that the firm started emgpgiith market research agencies

and brand innovation consultancies to decide atbeudffering. He elaborated —

“At this stage we decided to work with a brand imation consultancy to decide
about the innovation offering. Through our reseavat came across the idea of
street food. We saw Mintel, Euromoniter data algrotvth of street food. So we
started thinking what it might look like in the pocategory. What would a street

food influence look like in a soup category?”

Similarly few other ideas were shortlisted and thvess functional team did
further brainstorming on them; these were resedragain across qualitative focus

groups so as to gauge their order of preference nfdwrketing manager stated —

“We discussed them in our cross functional sessittms time including chefs and
food technologists from within our business, andawked at what these soups
might be. We researched these again across quaétédcus groups; we scored

them as to what was most magnetic and what diégveémuch interest.”

The marketing manager further suggested that hguishged that the street food
idea was the top idea, the cross functional tean #hortlisted four countries, namely
India, Morocco, Thailand and Mexico, based on thesearch, upon whose street food

they planned to base the soups. He elaborated —

“We then delved into these four places’ street foGdme out with a list of
ingredient, spices, and the way they cook food thed made some soups. We

then took it back to consumers for test.”

Following consumer testing, the firm went on to elep their recipes and then

looked at the packaging, brand and positioning sfdbe innovation.

“So we developed the recipes further, the brandhtidle further, the packaging

further and we called them as a taste of the cagnfwhich it was inspired.”

Enjoying phenomenal feedback from the consumers, fitm attributes the
success of its soups range to the consumer insigighered. The marketing manager

emphasised —

“Success has been mining of the consumer insigatsaa.”
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5.7.4 The Management of Innovation

Innovation is the activity underlining all functimg at the Firm G suggested the
marketing manager. The firm thus engages in deuajopdvanced facilities and
employs increasing efforts to manage the sameti®eadike formation of a dedicated
innovation team and allocation of regular innovatiudgets are carried out to ensure

that the firm regularly and smoothly engages iroiration activities.
“We operate like an innovation funnel.”

“We have an innovation centre that is shared across food and nutrition
businesses. We have a development kitchen, weldiavacilities and sensory
analysis facilities, new product development mamagend technologists as

well” mentions the marketing manager.

Additionally senior management at the firm is alwaspmpletely and actively
involved in looking after and managing the innowatiprocess at each stage. The

marketing manager pointed out —

“We have a board of directors and our commercialedior sees over all our

innovation developments.”

5.7.4.1 Innovation Evolution

The marketing manager believed that innovationragadivity has evolved and
continues to evolve at the firm. It is becomingedined and structured process with
designated innovation teams and separate budgeide generation and development
to launch of the innovation. He further suggesteat toncepts like co-creation with

consumers are beginning to make their way as reguiavation practices at the firm.

“Innovation has changed quite a bit and it contisue change with ideas like co-
creation with consumers. For our soups innovatiededicated the end of our
focus group to an exercise of guys and girls creptinnovative soups.™

Marketing Manager

Innovation at the firm is also evolving in terms iotreased interactions the
marketing manager suggested that the firm is nayaging more and more in practices

like online research, in home testing, focus groams co-creation.
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5.7.4.2 Innovation Objectives and Effectiveness

The marketing manager indicated that the main glgavith which innovation is
carried out at firm G is to expand their producttfmbio; the firm strives to span its
consumer base by innovating for new products odyeb lines. Also entering new

markets is another objective the firm has in foshgn innovating.

For measuring the effectiveness of its innovatlmn firm sets volume and value targets

for all the innovations it does, suggested the ®tamg manager. He elaborated —

“We have a business plan behind the innovation wisiegys we deliver so much

volume and value and we monitor that on a week$ystfaom launch onwards.”

Additionally for gauging the effectiveness of th@movation and that of the
advertising and awareness around their innovatiba, firm engages with market

research agencies.

“Another important thing is consumer diagnosticavd we hit the target market?
So who is buying our stuff, what are they switcimogn? Are they new entrants
to the category? These are the main means we sseabig.”

“Also means around the awareness and effectiveokesr advertising, we do a
certain piece on that through our market researdferies.” — says the

Marketing Manager.

5.7.4.3 Innovation Team and Budget

Innovation is essentially a team based activityhat firm G with the level of
interactions across departments varying as thevatiom advances through various
stages indicated the innovation manager. The irtfmvaeam or the large cross
functional team comprises of people not only frome tbperational, marketing and
commercial sides of the business but also techrpealple like technologists and
innovation chefs. Additionally the firm’s innovatidacilities including its innovation
centre, development kitchen, lab and sensory aisafgsilities are shared across the
business. However the marketing manager also higield that though a cross
functional entity, both the team and innovationtteg firm are led by the marketing
department. He pointed out —

“The innovation team is same across the sectoithénbusiness; it is usually led

by the marketers.”
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“Essentially it is the marketing team that drivée tinnovation.”

For maintaining regularity and effectiveness ofitiienovations the firm tries to
manage the activity by dedicating proper budgetthéeosame to keep it going, even
allocating different budgets for different stagdsttee innovation so as to ensure that
budget does not act as a constrain for innovatioang stage from its inception to

development to launch.

“We start from idea generation budget to get to tHeas. We then switch to
another budget that gets us from the factory to shper market shelves*

Marketing Manager.

5.7.4.4 Internal and External Interactions

The firm attributes the smooth management of iteowations to their regular
internal interactions and effective communicatiailoivs. The marketing manager
suggested that the firm even credits these as Ipzirity responsible for the success of
its innovations. Information exchanges across itihe dre to a large extent facilitated by
the cross functional team that involves people ftbroughout the organization and has
regular meeting when advancing along the innovasiages. The marketing manager

elaborated —

“Our internal interactions are good, key being acommunications. Our business
manager division, the people who manage our resgileur operations division,
packaging division etc., our logistics team, plampiteam, finances team,

everybody’s communication is very important and péiour success.”

With regard to interactions with people outside trganization, the marketing
manager stated that the firm engages with diffepauple to different extent and at
different stages of its innovation process. Talkingts consumers and retailers is a
regular practice at the firm; while the firm incsgagly engaged with its consumers, it is
involved to a lesser extent with its customers wathard to its innovations. The concept
of co-creation with consumers is also being imbibgdhe firm recently. The marketing

manager mentioned —
“We keep very very close to our consumers.”

“We constantly talk to our field team who talkshe consumer all the time.”
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However, the marketing manager also indicatedttimigh the firm engages with
its retail partners it is more towards informingeitth about the innovation rather than

involving them in the process of innovation. Headletd —

“We collaborate with our retail partners but it generally two-third the way of
the innovation before we involve them. It’s liketpe our selling meeting with

them.”

“The challenge is that the retailer can be very imuwiriven by their category
needs rather than our needs. For a retailer it'syvdifficult to think like a brand
owner. So it is more like a courtesy to show thieenstuff before launch. So we

share all the stuff but quite at a later stage.”

In addition to these the firm regularly engageshwitarket research agencies for
gathering consumer insights and market informatind also for gathering consumer
information around the effectiveness of their inmton. Advertising agencies are

involved for pre-launch promotion purposes of tteoivation.

“We use AC Neilson for our research, then we userlbumby data, we also do a
piece through Millwood Brown around the effectivehand awareness of our

innovation” — Marketing Manager

The firm has also recently begun interactions Witdind innovation consultancies
for their innovation process; the role of these éwer is not independent of the firm
and remains confined to generation of consumeglsito feed the innovation pipeline

of the firm.

“We get people from outside, like the brand innawatonsultancies, their role is
to manage consumer insight generation but very mwith us” Marketing

Manager.

The marketing manager highlighted that firm G Isahbut being market oriented,
it is the key aspect that underlines all functignat the firm.

“We spend a lot of time in the market place.”

“Every single hour of every single day is aroune tmarket place. No decision
happens on anything new unless there is an undetstg of what's happening

in the market place>- Marketing Manager.

The firm regularly and deeply engages in gathermgrket insights and

developing consumer understanding for exploringasdeand concepts for its
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innovations. It engages with a number of markeeaesh agencies for the same.
Consumers are regarded as the prime source nof@nignovative ideas but also for

ways and forms the firm could improve their innovas.
“Consumer driven is what firm G is all about.”

“Consumers are very innovative. They have a logodd ideas. If you love a
brand you are very interested in how the brandwes innovation. You are very
willing to be part of it. They send you surveyskenaalls etc. They are very

interested in being part of the brandéflects the Marketing Manager.

However he also pointed out that though the firmreasingly engages with its
consumers and tries to meet all their requiremants expectations, the firm does not

involve any party external to the organizationrfatching those needs. He indicated —
“We try and do ourselves what consumers ask for.”

Apart from mining consumer insights and observingrket research agencies
data the firm also keeps a constant note of thegnwetrends in the market place, of

the innovations in related categories and alsderattivities of its competitors.

“We keep an eye on our competitors, what they aragland being aware of the
products they bring to the market. We also looadjacent categories like ready
meals and convenience foods etméntions the Marketing Manager.

Interactions with consumers, retailers, market agde agencies, advertising
agencies and brand innovation consultancies a@vied in the regular functioning of
the organization. Except for interactions with aamers, interactions with all other
parties are focused more towards gathering mansaghts than towards collaborative
innovation in any manner. However in case of coreygnthe interactions are not just

limited to gathering insights but the firm is alseginning to explore the concept of co-

creation or collaborative innovation with them.

“Co-creation with consumers is going to become mamne more important.™—
Marketing Manager.

However beyond co-creation with consumers the fgsmeluctant to embracing
open innovation practices any further. The marketmanager suggested that the firm is
apprehensive about confidentiality issues with ittesa of opening up and in no way
agrees to collaborating with competitors in anypghar form. He highlighted —
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“It comes back to confidentiality of things. | dorhink it will ever come to a
point of involving competitors. You meet and disdimings on forums etc. but

you never really collaborate.”

With regard to practicing inbound innovation, tharketing manager suggested
that the firm increasingly gets requests from srfiaths but the decision of taking on

board their innovation is taken based on a detaibestl benefit analysis by the firm.

“New start-ups come to us all the time. It comes/mmido can we do it at the price

they want”says the Marketing Manager.

However in contrast for outbound open innovatioe tinm believes, suggested
the marketing manager, that given the size ande stchthe firm they have the best
capabilities and hence are not keen for any cotitimm. He mentioned —

“Because of our scale and size, we have the mosalobty in most of our

categories, so we are not interested.”

He summed up the firms’ current outlook towardsigedpen in their innovation

practices by stating —

“It is very much by ourselves, the door is onlghstly open but it is almost closed

as such.”
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5.8 FirmH

5.8.1 Introduction

A leading player in the global food industry, fitthis one of Ireland’s successful,
publically traded company. It started as a privalairy processor with three
shareholders, evolved into a dairy co-operative, #wen into a public company. From
its modest beginning in the south west of Irelabdu thirty years ago, it has grown to
span operations in 24 countries across five continédeadquartered in Tralee, Ireland,
the firm employs about 36,000 people in its manuf&tg, sales and technical centres
worldwide, supplying food, food ingredients andvflar products to customers in more

than 140 countries.

The firm’s business consists of three activitiegrédients and flavours, foods
and agribusiness. The food business supplies lstlown branded and customer
branded food products to independent retailersyemmience stores and supermarket
chains across the UK and Ireland. Its largest segnibe ingredients and flavours
division is a provider of ingredients, flavours antegrated systems. The agribusiness

Is concentrated in Ireland, producing milk and tededairy products.

5.8.2 Innovation at Firm H

According to the innovation manager, innovation Fatm H is about new
concepts, new ideas and how they translate backheir business. It is about extensive
co-operation across business functions, brainstgyrfar ideas and engaging with their

stakeholders and about filling a consumer neecdhagld-on to its portfolio.

“It is good to have a light bulb moment, but howytmu translate it back to the

business model for people to engage with is impbita- Innovation Manager

Moreover, any innovation that the firm does is taked at in isolation, it is
considered as a baseline from which other variaticen emerge out. The innovation

manager pointed out,

“So when we look at innovation, we don’t look aniisolation, from one concept
we have to see how can it grow and how can we dpfrent categories with

the same innovation.”
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“So once we have that base identified and haverdifit criteria aligned to our

manufacturing and facilities, then we can look beythat unit.”

5.8.3 Significant Innovation

The interviewee regards the launch of their 100%ina& ingredients ham as the
most significant innovation Firm H had done recentt took about 6 years for the

concept to become reality and the product werttéanarket in September 2011.

The idea for the concept originally came from tlkxéersive consumer research
done by the firm,

“We know from talking to mums that they want thetler their families and,
increasingly, ‘natural’ food products form a big paf this - in fact, two thirds

of consumers now actively look for ‘natural’ food-'Chief Marketing Officer

The firm engaged in research to identify and urtdadsconsumer preferences. In

case of this innovation they engaged in consuns&areh to identify:

“What are the consumers looking for in ham, howythederstand ham, the

ingredients etc., what it means to themlhaovation Manager

The research highlighted that the consumers wameerned about the increasing
number of ingredients used in ham; they felt thavas something they would cook
themselves and so didn’t want all the extra ingretd in it. Firm H then set out to look
for an innovative solution for the concern raisedits consumers. Different teams
started to look at different aspects of the probléme technical people focused on
making ham from 100% natural ingredients, the nmargeteam did further research to

understand how best they could translate the ptdduthe consumers

“We also did a lot of home testing, giving the puotito consumers in their homes
to try and see what different types of packaginguldiahey like, could it
translate into other formats. Like at the momerns i& pre pack, would they like

it in bulk form and how would it look like= Innovation Manager

Developing a product with complete natural ingests had some difficulties for
the firm ranging from issues around taste to shigf These issues were dealt with
entirely in-house by cross functional teams. Itkittve cumulative efforts of the R&D,

operations, commercial, packaging, brand and miagkeéeéams a period of 6 years to
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develop, continuously refine and finally bring tpeoduct to the market. For this
innovation as in the case of other innovationsfitine followed the stage gate process in
that they began by scoping and moved through assefistages including: building the
business case, development, testing and valida#ind, finally product launch. The
process involved doing consumer research at eage o that they would develop
further insights and could relate to and gauge wmess’ requirements and
expectations. This consumer research was drivea bged to develop and refine the

product so that would be accepted by consumers:

“We did further and further research to see whatuldotranslate for the

consumer.”— Innovation Manager

The firm finally launched the product in SeptemBé@d1, positioning it as the
only ham in the market that does not contain anglairtificial. It contained ingredients
that were unprocessed. Regarding the product gara€-changer” for the ham market,
the firm supported the launch with a “multimilligpgeund campaign” that comprised of
television, print, digital and in-store activitidgSngaging with a brand activation agency
the firm backed the adverts by an outdoor pushthikeened park activities as well as by

sampling activities and in-store promotions in shper market chains.

Following the successful run of the innovatiorg firm is now looking beyond;

for ways they could diversify or grow their innowat.

“We are at the next stage now, as to where do wagbthis further.” —

Innovation Manager

5.8.4 The Management of Innovation

Being a firm with a large portfolio of productsdaoperating in three business
divisions, the firm employs increasing effort to mage their innovation process. A
belief that is central to the functioning of thgyanization is that innovation is regarded
as a key to creating value for its customers answmers. The senior management at
the firm is actively involved in presiding over anthnaging each stage of the firm’s

innovation process.

“In relation to a process in innovation we are verguch stage gate.™—

Innovation Manager
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“Senior management is actively involved in innowafi specially our CEO of
marketing and our innovation director who is alsar ®&D director. So that's
where the stage gate comes in, we have to pitthetsenior management; it's

like dragon’s den.™—Innovation Manager

5.8.4.1 Innovation Evolution

Innovation, though an important activity for thenii has over the last two years
further come to the fore. The firm has starteddegka record of the emerging trends in
the market and analyse how these trends could taffesir business. The firm is
beginning to utilize these trends for advancingeificient and innovative functioning.
Not only does the firm pay attention to the upcaytiends and changing aspects in the
food sector, the firm has also been tracking afgvest technologies and practices that
might have some impact in the future. The innovati@anager pointed out,

“From the last 2 years we have really looked at izt end piece and seen if we
have optimized upcoming trends and far reachingdseand some trends like
beauty from within and how can we translate it baato food; even nano

technology and what does that mean for the futuiease of food.”

The main driver for fostering this proactive anddaerm innovative thinking in
the organization has been a senior manager whathegeined the organization. His
pattern of working is ensuring that the firm maingsaa balance between short term
deliverables and long term sustainable innovatigelmes and a balance between

expanding their portfolios and maintaining theiarl visibility.

“In the last two years innovation has taken a juamul that's because somebody
joined the business who came from a very innovdednorganization. It was
the turning point for our firm, because until there were more short term
driven, but now we were thinking about funnels pipektlines and to make sure
we have a portfolio not only from a scientific o view but also from brand

that we were building and had visibility of throwugh.” — Innovation Manager

Interactions with people outside of the organizatfor innovation have also

evolved over the years reported the Innovation Mana

“Interactions with outside people have increasedpexially from an agency,

consultancy point of view. We have brought in aofohew agencies in relation
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to consumer research. The front end innovation eileas also evolved using

consultants and agencies to give us that new okitloo

5.8.4.2 Innovation Objectives and Effectiveness

The objectives with which innovation is pursuediath H include, entering new
markets, to extending their portfolio and to stdyead of competition. The firm
constantly engages in short term innovation to Kesepompetitors out while long term

objectives of entering new markets are pursueddding value to their categories.

“You innovate to stop gap, to keep competitors thaf's where you have the
short term delivery. Then from an innovation pahtview its new markets, for

creating value to the category-" Innovation Manager

Although innovation is regarded as important, itoften held back due to its
financial constraints. The profits or revenues anovation generates are the sole
criteria the firm applies for measuring the effeetiess of its innovation. Any new
innovation requires development time and finaneigéstment which could instead be
channelled to the regular products to generatente& therefore there is always a
struggle within the firm to prioritize between inration and short term deliverables,

explained the Innovation Manager —

“With new products you always have a period wherbas to develop on the
market and it has to evolve in its own time andatefys does the consumer get
it from the first. It could be like 18 months befdhe product matures, and then
there is always a pressure from the business tivatebn the short term. So
more often than not it gets frustrating between tbenmercial end and the

innovation end.”

The case for the innovation if built on strong aemer insight and one which
could be translated into money terms for the bigsingasses the stage gate to be

pursued and generate money for the firm.

5.8.4.3 Innovation Team and Budget

Innovation at the firm is purely a team activityiftwspecific teams designated for

handling different aspects of and types of innavratithe firm does. The firm always
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approaches its innovation at two levels, as shemntand long term innovations,

consequently all activities concerning each arallehby separate teams.

“We have an innovation specific, technology andowvation team that looks at
the long term innovations and upcoming technolggesl then there is a short
term delivery team who works on the day to day glagisexist within the market

and on extensions of our current brands.Tnnovation Manager

An innovation budget is always allocated to therteand they meet once every
guarter for brainstorming ideas for innovation. Toeus of the brainstorming sessions
is more or less on consumer trends and markethtssigr pulling out innovative ideas.

The firm has a wide portfolio, hence focuses onwgnoareas. In this context, the
Innovation Manager elaborated —

“We meet once a quarter because you do don’t waritalve so many ideas and

do nothing, we try and focus on areas that we tloiak have growth and then
come back to other areas.”

In addition, the firm also has a team called theowation marketers who are
constantly engaged in keeping a close watch onplieming trends and practices in the
market place. This team is also involved in doingstimer testing, in house testing and

early stage quantitative and qualitative analysisoh-going innovations or even for the
upcoming concepts.

“We do both qualitative and quantitative researtle do as much quantitative
research as we can as it is the cheapest formttihgean understanding. We do

that quite regularly for different concepts="Innovation Manager

Being a brand player as well, the innovation teaise have the responsibility to
oversee that their brands are aligned with theiowative concepts. This is to ensure

that consumers could relate the new innovatiorh&obrand and the new innovation
does not fail because of a mismatch.

“We need to make sure that our brands can carryitin@vation and it fits in that

category and brand strategy-" Innovation Manager

“Our innovation teams link with the brand marketdms make sure that which

brand would fit with the innovation and how thenudbthey develop from a
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concept into an actual on the shelf product thatilaes both the brand and the

innovation and try and get the two together.Innovation manager

To encourage and monitor innovation activity thioowgt the organization, the
firm used to have idea forms and suggestion boxesemployees to inform the
innovation team of any potential valuable ideass Tgattern of gathering suggestions
from employees has however changed to a new forired. firm now publishes an
internal innovation magazine that has snippetsnaovation and about what is coming
up. Everyone in the organization is a part of il & encouraged to speak about their

innovative suggestions for the firm on the platform

“It kind of empowers people and they come back withr ideas” —Innovation

Manager

The firm is currently in discussions for takingghnitiative a step further, it is
looking for a software or technology by way of whithe ideas and suggestions could

be gathered and stored:

“Something like a chatter feed where everyone @ad fand discuss ideas:

Innovation Manager.

5.8.4.4 Internal and External Interactions

According to the interviewee, internal interactioftg innovation are smooth
within the organization. Open plan offices throughihe organization and regular cross
functional meetings facilitate the easy and frequexchange of information within the
firm. Often the R&D team works with the commercieaam and branded innovation
team would work with marketers and commercial teéanensure that there is smooth
flow of information and all are working in tandeimwards achieving the same goals.

Describing the scenario, the Innovation Managenteoi out —

“All our offices are open plan so that we have omEmmunication. We have
weekly meetings, monthly meetings, conference, eals access etc. across the
different geographies. Yes we have very effeatieerial communication.”

With regard to interacting with people outside lo¢it organization, the firm is
constantly in touch with its suppliers, customerd government agencies. Interactions

with suppliers and customers are primarily focused gathering market insights,

186



feedback and ideas for the own label products,emiith government agencies they are
directed towards getting industry information. Rebe the firm has even started
engaging with consultancies for consumer research lmand promotion purposes.
Additional to buying data for category informatitoom market research consultancies
the firm also involves with them for getting a btdawn of the most inspirational

innovations coming to the market.

The firm also holds membership with a large numtfetrade associations and
forums which provides it with monthly informatiomé updates about innovations
across the globe. These relationships are regaadathportant by the firm but more

from an information perspective than anything belydrhe Innovation Manager said —

“We spend a lot on trade associations and we dovgéte from them, but not

from an innovation point of view more from an imi@tion point of view”

Firm H regards itself as a market oriented orgdiimait constantly focuses on
gathering market insights and updates on consumegrds. With a focus on its
customers, suppliers and consumers it is not oigijfant of the innovations that its

competitors bring to market but also of innovatibappening beyond the food sector.

“We do take inspiration from other businesses a&sof food” — Innovation

Manager

“Within the firm we try and have cross functionaput to make sure we are
getting a good feel but it comes more from marksights like we look at

consumer trends and try to pull some ideas frormthe Innovation Manager

However, having said that the innovation managseo atflects that they have to
almost all the time be very careful in the manmemhich they interpret consumer
insights. This is because often there may be a aigmbetween what consumers need
and what they think they need and so the firm keBein being very judicious about

their innovation spending. The Innovation Managed s-

“When you talk innovation it could be quite alarmgiras to what consumers
understand and what their needs are. You reallydrteedo that work upfront
before you engage in any actual development andake sure you are on the
right track because what your interpretation beagechnical person, could be

completely different from what the consumers’ ngedld be”
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Additionally the innovation manager also feels tluspite being a market
oriented, innovative organization the firm has &wéna constant focus on its short term
deliverables. This is because it feels that batapannovation spending with regular

revenue generation is of critical importance. Tingolation Manager said —

“We want to be a market led organization but therheof our firm is profit
driven. We are a PLC; we have a board that we agponsible to. So even
though we are doing as much as we can to be mdrkatn we still have at the
back of our heads that we have to deliver. So tietbat short term delivery
that we have to. So it is getting that mix correctg that's what we are striving

for.

With regard to being open in terms of their inndmatactivities, the firm looks at
its innovations at two levels. One being the innmves it does for its own brands while
the other being the innovations done for the pevabels. Innovations for the branded
piece are generally guided by market insights, eores trends and feedbacks gathered
by market research. The firm is very protective whdivulging any information about
its brand innovations. These innovations are ddm®st completely in house by the

firm and only revealed to the retailers just ptmtheir market launch.

“You need to guard your idea till it comes to a fewlar stage, then you can
engage with retailers etc. We set up road showsaeth retailers but only when
we are ready to launch and not giving then timddgelop anything on the same

lines” — Innovation Manager.

These innovations are regarded as the more impootaes by the firm, which
have a bigger impact on both revenues generatedhanitim’s image. The Innovation

Managementioned —

“Innovation with brands is the bigger fish and alsath brands you can't take
chances. You have to have your risk measured begfmuego out with your
product with the brand. With the brand the effedtsvrong can be very

damaging in the long run. So you have to be vergfa#-

In contrast to these, the own label innovationg tha firm does are open, with
interactions happening with people outside of ttgapization particularly the retailers,
throughout the process ranging from the very inoepof the idea to its development

and market launch. The Innovation Manager elabdrate
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“In case of own label piece, it's the retailer whas the insight, they have their
research done as to what the consumer is looking/there they feel the gap in
the market is. They come to us with an idea antistiwéghere the delivery team
comes in, they would look at the idea and try tocima product to the retailer’s
brief. So its very much the retailer coming withuarderstanding or a brief and

the delivery team delivering on it”

Irrespective to how the firm manages its categooksnovations, it strongly
believes that it is not open to the practice ofropmovation. Indicating the scenario the

innovation manager emphasised —

“We are a closed shop. No inbound. No outbound.”
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6 FINDINGS AND ANALYSIS

This chapter analyses the innovation activitiethefeight firms individually, with
a particular focus on the interactions the firmgage in along the IVC as they develop
their innovations (Section 6.1-6.8). Analysing thenagement of innovation and extent
to which the innovation process is open in eaahn find across the eight firms a cross

firm analysis is presented in Section 6.9

6.1 Firm A: Analysis

6.1.1 The Management of Innovation

Innovation at the firm, as indicated by the intemvées is an activity with a scope
much broader than only product innovation. Thoughfirm focuses increasing efforts
on product innovation, it believes in constantlyokimg for innovative ways of
enhancing and improving its manufacturing processéh the aim of achieving
efficiency on all fronts of the business. Directiefforts towards managing these
innovation activities, the firm maintains an inntga pipeline or funnel and regularly
feeds it with ideas with the objective of meetitgjaustomers’ and consumers’ demands
and so constantly engages with them for gatheriagket insights. The interviewees
however also pointed out that because the firmoh@srecently transitioned from being
a sales oriented organization to being market wethe firm lacks a defined team and
budget dedicated purely to innovation. Nonetheldss innovation activities enjoy
complete involvement of the senior managementafitm and thus easy allocation of

money as and when needed.

The firm has a market focused approach and innmvatiientation in its activities
yet it can also be observed that the biggest agdlehat the firm faces in terms of its
innovation is deciding to be innovative and pergsihe innovation activities at the
costs involved. The firm’s perception is, suggedtes interviewees that innovation is
not an easy activity to pursue and requires investrboth in terms of time and money
and therefore the decision to be innovative inrameasingly competitive market place
is challenging.

Figure 6.1 outlines a few key quotes the interviesvenentioned with regard to

the firm’'s innovation as it progresses through theovation value chain
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Figure 6.1: Interactions across the innovation vale chain
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6.1.2 Extent of Openness

Mapping the firms’ significant innovations as sugigel by the interviewees on
the IVC, the interactions the firm has during savation process are analysed. The
interviewees indicated that these are reflectivetlud firm’s general pattern of
interactions for its innovations. The most interaestage of the firm’s innovation is the
idea stage or first stage of the value chain, dummich the firm engages with its
customers, suppliers, consumers and market reseaehcies. The interactions are
aimed at gathering market insights, developing adetstanding of the needs of its
consumers and what do their customers demandatlgathering information about the

market trends and innovation launches in their stiguglobally.

Despite the lack of a designated innovation tedme, $econd stage or the
conversion stage of the value chain of the firnmsovations is all about the different
departments working together for extracting innaeatideas and concepts from the
gathered market insight and then developing thevation. The development process
though involves the firm working together with isippliers; these interactions are

limited and very carefully managed.

The firm believes in perfecting and polishing itavations before introducing
them to their customers yet for the commercialratstage or the diffusion stage it
engages with them a little prior to the launch sacaincorporate the improvements and
advancement suggested by the customers. Here tbeptien of the firm is that they
get a better buy from their customers if the cugianieel they were consulted and were
in a way part of the innovative offering. Thus thé&usion stage is all about bring the
innovation to market by themselves and just comgyuthe customers only pre-launch.

The significant innovations outlined by the intewees, whether product,
packaging or organizational innovation all stemkbcfulfilling the needs or meeting
the demands of the firm’s customers and consurBzcadly speaking the firm for all
its innovations has a market oriented approach mligves in exploring innovative
ideas and concepts from the gathered market irssigid from information on

innovations happening globally in the sector itrapes in.

Judiciously interacting with its customers, supgliand consumers on a regular
basis the firm has an innovation orientation ini@llactivities and believes it is their

regular way of functioning. The interviewees howewensidered that the firm is

193



midway between desiring to be completely open arattiging open innovation and

they attribute this reluctance to the organizasarulture.

Innovation at the firm is evolving; from being anepletely sales focused
organization the firm is now beginning to desiga ihnovations based on market
insights. Interactions with external people arereasing and collaborations being
embraced. Yet it must be highlighted here that glhomarket orientation is the new
found approach of the firm, open innovation is ativaty it still distances itself from.
The innovations at Firm A thus are market orienigggen for consumer insights but

their development is very much a guarded process.

6.2 Firm B: Analysis

6.2.1 The Management of Innovation

Innovation, as suggested by the interviewees, & @nthe key aspects of the
functioning of Firm B, focused on making the ‘hé@t choice the easier choice’ for its
consumers. The activity is formally structured afiiciently managed at the firm with
defined short term and long term plans and progimtlines, dedicated budgets and
complete involvement of senior management. The dausnnovation currently lies
with a cross functional team which is primarily \émn by the marketing team and
performs innovation as one of its many activitielse interviewees believed that people

time that innovation calls for is its biggest limg factor at the firm.

With the objectives of offering healthier produdhoces to its consumers,
expanding its portfolio and entering new markets finm is constantly involved in
interacting with its suppliers and customers argb dteeping a tab on innovations
globally launched in their categories to gatherkaamsights which largely defines its

own innovations.

Figure 6.2 outlines a few key quotes the interviesvenentioned with regard to
the firm’'s innovation as it progresses through theovation value chain
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Figure 6.2: Key quotations by interviewees about t firm’s innovation
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6.2.2 Extent of Openness

Mapping the innovation regarded as most signifitgnthe interviewees on to the
IVC, it can be studied that for this innovation firen interacted with different external
people at different stages of the value chain. Alse interviewees suggested that this
pattern of interaction is reflective of the firmépproach to innovation in general. The
first stage or the idea generation stage is thd mtesactive stage, with the firm talking
to its suppliers, customers, consultants and mamke¢arch agencies for gathering
consumer insights and market trends. Cross furaltidt@am meetings and brain
storming sessions are held for exploring concepid jpulling out ideas from the

gathered market information.

The second stage or the conversion stage of the iM®lves different
departments of the firm working together for depehg the idea or concept into an
innovation output. At this stage, apart from iteemal cross departmental interactions,
the firm also engages with dietary consultants af§ as with packaging and design
consultants for development of different aspecthefinnovation.

The third stage or the commercialization stageneflvVC at the firm involves the
efforts of the different departments to bring tmeduct to the market. The teams across
departments collectively work bringing the innoweatito market. So as highlighted by
the interviewees, for the firm the diffusion phasall about taking the innovation to

market by themselves and does not involves engagiigexternal people.

The launch of the ‘granola breakfast cereal’ byrFB was an innovation driven
purely by consumer insights. Broadly speaking ih@ £ngaged in a market oriented
approach for this innovation and as suggested byirtterviewees this is reflective of
the firms approach to its innovations in generdde Tirm constantly engages with its
suppliers and customers for consumer insights aratkeh information. The
interviewees believe that being vigilant for consunmsights; of emerging market
trends and innovations globally in their categaythe regular practice on which the

firm bases its innovations.

Although innovation underlines all the efforts tien makes towards achieving
its aim of making ‘the healthier choice the easikoice’ for its consumers yet the
interviewees believe that open innovation is noé af the firm’s priorities. They
suggest that this reluctance is because the firleves that it is difficult to find a

collaboration partner with a strategic fit and maneer it is risky to open up the
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innovation process as the belief is that develogingnnovation and bringing it to the
market first is a difficult process and involvesrgasing efforts so collaborations

should be avoided.

In addition, it can be suggested that even thowgihparely for doing innovation
together, the firm’s interactions with externaltpges are evolving. Apart from engaging
with its suppliers and customers the firm is aflgenacting with consultants and market
research agencies for gathering consumer reseafohmiation. Another observation
that can be highlighted is that, though market ndaton is the approach guiding
innovation at the firm it is not leading to opening of the innovation process at any
stage of the value chain. Innovations are markieinted but the interviewees suggest
that the firm is not keen on imbibing the practicé®pen innovation beyond gathering

market insights from external people.

6.3 Firm C: Analysis

6.3.1 The Management of Innovation

Innovation at the firm as indicated by the intewees is an activity about taking
existing ideas and putting them together in a ney which solves a problem or takes
out cost or sells more. Progressing as a stagepgatess, innovation at the firm has
evolved to be structured activity. It is managedsbiting objectives, innovation team,
measuring innovation effectiveness and by flexibdgernal and limited external

interactions.

Being a highly market focused organization, thenfengages with agencies for
conducting continuous market research. Allocatedgbt for innovation and has
designated innovation team for carrying out innmratvith the focus on improving the

quality of their goods and services, to build masdteare and to enter new markets.

Figure 6.3 outlines a few key quotes the interviesvenentioned with regard to

the firm’s innovation as it progresses throughwvakie chain.
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Figure 6.3: Key quotations by interviewees about t firm’s innovation
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6.3.2 Extent of Openness

Mapping the firm’s innovation regarded as the fsmmost significant innovation
by the interviewees on to the IVC suggests thatfitts¢ stage of the IVC, the idea
generation stage at the firm can be described as house practice based on market
insights. Though there are cross departmental adtiens for brain storming and
exploring concepts, their ideas for innovation gemerally guided by emerging trends
and requirements in the market place both global domestic. The firm closely
observes, highlighted the interviewees, its traggamers and consumers for what their
needs are in each category to see where the goss as to identify what is to be
offered. Simultaneously keeping a close watch ompstitors’ innovation and
innovation rolled out by coffee firms globally.

The second stage in the IVC, the conversion stagaves translation of sourced
knowledge into innovation output. The intervieweasntioned that the firm interacts
with its trusted suppliers and trade customersetk gheir response on its innovation
concepts and prototypes. The firm’s new productettigwment, marketing, technical,
supply chain, procurement, finance, sales, qualiytrol etc. teams work together for
developing the innovation, involving manufacturessppliers and customers as and
how the need arises. This suggests that the inioovtte firm does is open during the
conversion stage, where interactions with supplimsl their retail customers for

feedback, inputs and even technical support takeepl

The third and the final stage of the IVC focusestltm commercialization of the
innovation. At Firm C it is about launching thempabilities captured as product or
process innovations into the market. The interviesvendicated that the teams
collectively work to bring the innovation to markeartnering up with some customers
for soft launches before completely diffusing thedvation in the market. The
diffusion phase thus is more about taking the imtion to market by themselves, only
involving retail customers for feedback on the pesg of the innovation.

The interviewees also highlighted that the firnpgeach for this innovation was
reflective of its approach in general and broagigaking it is about market oriented
with a focus on the activities of the competitarastomers, suppliers and consumers.
Based on the interactions with people outside efdiganization, it is reasonably open
innovative as well. Moreover, innovation is incregsy becoming a very important

activity in the firm, embedded in almost everythithgt's done functionally. Constant
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efforts are being made to structure and formalipev hnnovation is treated and
managed, by ways like formation of innovation teaamsl allocation of innovation
budgets and even innovation portfolios. Howevecait been seen that even though the
onus is spread throughout, it is essentially theketang team that drives the innovation
in the firm and even holds the designation of irat@n managers additional to their

marketing titles.

Although innovation is fast becoming the order loé tay in the firm, the same
cannot be said about open innovation. This is milgndecause of two overlapping
reasons, firstly the perception is that being madkeented is the same as being open
innovative. For example taking customer/consumedif@ck or talking to retailers and
suppliers about tends in the market place is censttlas being open in the innovation
process. Secondly being open is not a new way ofagiag innovation, it has always
been practiced in a limited fashion with few andllvkmown external parties only.
Perceptions around being open are layered; beiren dp suppliers, consultants,
customers and consumers for information and insigie a regular practice. While
being open to other enterprises in the sector orewsities or research institutes for
collaborative research is seen as difficult for wvah time and compatibility for
collaboration. Finding the time and a partner whon the same page are considered the
most critical factors limiting any such collabooati And finally being open to
competitors for collaborative innovation is fea@sla loss of position and credibility.
Interactions or collaborations in any shape or fawth competitors are completely
avoided because the perception is that there sméed for competitor collaboration
and any such interactions will only lead to losihg market image and position.

However it can also be said that though practiced limited extent, interactions
with external parties for innovation have evolvethwegard to the level and kind of
involvement the firms has with people outside @& tore firm. A completely in-house
innovation process has evolved to incorporate amesuocus groups, consultations,
feedback on prototypes and concepts like soft lags their innovation process. With
regard to being open about their innovations aritiéir innovation process, the limited
interactions that take place are with well-knowneexal parties only. The kind and
level of relationship shared with these partieeeines the extent of the interactions
and the level of information shared. The firm mugpreciates the idea of inbound
open innovation i.e. bringing in ideas from outsat® developing them and is open to

considering any such offer but at the same tine absolutely averse to the concept of
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outbound open innovation. The belief is that if ithea or the innovation at any stage is
given out to external parties to develop upon iy mepject them as incapable of taking
their innovation to market themselves and thus thay lose their market position.

Additionally it can be said that market orientatdoes impacts the opening up of
the innovation process only at very rare occasmria one off cases, when a customer
feedback necessitates collaborating with exterratnprs or opening up of the
innovation process to external expertise for meetie customer/consumers’ demands.
Otherwise innovations are market-oriented and tieegiot seek to open frontiers for the

development processes of their products and sarvice

6.4 Firm D: Analysis

6.4.1 The Management of Innovation

Innovation is an activity that is embedded in ahdtions of the firm informed the
interviewees. It primarily focused on improving thegular functioning of the firm,
making the operations faster, cheaper and bettércatering to the demands of the
customers. However the interviewees pointed out with the launch of their own
brand the firm is now beginning to look beyond jpatkaging innovations and towards
new product development. The firm bases its innomaton market insights, consumer
understanding and the requirements of its custoaresdedicates increasing efforts for
managing the same. The cross functional innovadam having representation from all
functions, involving technical experts and leadthg marketing team is designated to
boost innovation activities at the firm. Additiohal suggested the interviewees, the
regular NPD meetings, allocation of innovation betdgnd complete involvement of the
senior management in supervising the innovatioaso#iter measures the firm engages

in for managing its innovation activities.

With the belief that consumer will eat more if gh@duct that they eat is brilliant;
the firm approaches its innovations with the obyectof being known as the best
grower of berries in the market. Expanding in newarkets is another of the firm’s
objective for being innovative, because the firniidwes that new markets open up
possibilities of new customers suggested the imemes. For measuring the
effectiveness of the innovations its does the fmploys procedures it categorizes as

hard and soft measures of innovation effectiven€ks. hard ones being the sales and
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revenues generated by the innovation while penetraand consumption of the

innovation are the soft measures inform the ineareies.

Figure 6.4 outlines a few key quotes the interviesvenentioned with regard to

the firm’s innovation as it progresses throughwvakie chain.

6.4.2 Extent of Openness

Mapping the innovation regarded as the firm’s nsghificant innovation by the
interviewees on to the IVC, the firm’s interactiomsth external people for this
innovation can be studied. The interviewees sugdestiat this pattern of interaction
also reflects the firm’s interactions approach iforovation more generally. The most
interactive stage at the firm’s IVC is the firsagé or the idea generation stage wherein
the firms engages with its customers, suppliers @msumers for gathering market
insights and developing consumer understanding. fifirealso interacts with market
research agencies at this stage for collecting etarkormation to draw innovative

ideas or concepts from.

The second stage or the conversion stage of thenv@ves the cross functional
innovation team followed by the different departtseof the firm working together for
developing the concept into an innovation output.tiis stage, the internal cross
departmental interactions are supported by the'ditechnical experts and farmers for
development of different aspects of the innovation.

Efforts of the different departments to bring thedquct to the market mark the
third stage or the commercialization stage of M€ lat the firm. The teams across
departments work collectively to bring the innowatito market. At this stage the firm

involves with its retail partners for launchingimsovation in market.

The launch of the ‘berries snack pot’ by firm D wasinnovation that had three
parts to it, namely the firm extending the softitsuproduction season in Ireland,
launching of the firm’s own brand and finally inthaction of a berries snack pot under
its own brand. The firm’s decision of extending #eason of soft fruit production in
Ireland was based entirely on consumer insights #rel firm focused on big
investments for developing facilities for extenditig soft fruit production season to
avail the growth opportunity presented by the iasheg consumer demand highlighted
the interviewees. The second part of the innovagomphasised the interviewees, or the

firm’s decision to launch its own brand came asafiar effect of the shock of losing
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business from one of its main customer. The firantdecided that to have a long term
future they needed to connect with the end conssirdeectly and thus went on to
launch their own brand following series of dedidalbeand creation efforts. Finally, the
third part of the innovation or the launch of therries snack pot was also guided by
market insights and the firm’s consumer understandiBroadly speaking, the
interviewees indicated that for this innovation firen engaged in a market oriented
approach and this is also reflective of the firrppraach in general for its innovations.

While opening up with its customers, suppliers andsumers with regard to its
innovation activities is a regular practice at tinm, it believes that it is most flexible
on its farm and almost completely open among grewAppreciating the concept of
inbound open innovation, the interviewees indicdted the firm believes in practicing
it only if does not mar its competitive advantageditionally the concept of opening
up with competitors is completely avoided by thenfithe perception is suggested the
interviewees, that the competitors may lack thell@¥ insight and capabilities the firm
has and so such interactions would be of little M@reover given the industry the firm
operates in, the differentiations in the produdehgs are subtle and so competition is
very high, thus the firm refrains from competitoollaborations the interviewees

explained.

Innovation at the firm is evolving, not just in nes of looking further from
packaging innovations and towards new product dgweéent. It is evolving to
becoming a more and more structured activity atfiime, with innovation teams and
budgets in place, with increased interactions wikternal people including consumers,
brand creation agencies and market research agelpey®nd the regular interactions
with customers and suppliers suggested the int®egs. Yet it must be highlighted that
despite having a market oriented approach for riteovations, the approach is not
leading the firm to open up its innovation proceagch. The innovations at firm D can
be regarded as market oriented, open for consumgghits and market information but

guarded through their development and launch psoces
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Figure 6.4: Key quotations by interviewees about t firm’s innovation
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6.5 Firm E: Analysis

6.5.1 The Management of Innovation

The firm believes innovation is the key activityathcan help it maintain
sustainable growth over the years indicated therwigwees and so continuously
engages in developing its capabilities. Howeveu#immeously realizing that it is also a
very challenging activity the firm employs incraasi efforts for managing and
strategizing for it. The firm’s innovation has coméong way from being a completely
non innovation oriented firm to having an innovatimclination in all aspects of its
functioning. Not just product innovation or packagiinnovations, the firm focuses on
improving its efficiencies on all fronts througmuwvative approaches. The interviewees
attribute this advancement of the firm towards watmn to its expansion in bigger
markets; the belief is they suggest that as tme ékpanded beyond the Irish market it
realized the dire importance of being innovativetmtinue selling in the market. The
activity at the firm now is formally structured apdogresses through defined decision
gates presided over by senior management. Thepiasitions its innovation on market
insights, customer requirements and consumer utatheliag with the aim to garner
high revenues and conducts extensive market rdsefmc the same. Although
innovation is a team based activity at the firnteiiewees highlighted that they do not
function as a defined innovation team, instead thaye three innovation managers
across the business who liaise between differepantiments to carry out innovation,
thus essentially practicing it as a project managemiece. Similarly the firm does not
have a defined innovation budget and because the @nnnovation is primarily on the
marketing department, it uses its marketing budgdiegin with. Money however is
easily allocated if the proposed innovation hasepil and thus passes the initial
decision gates. Despite all the focus and manageofemnovation at the firm, the
interviewees emphasised that although the senioragenent believes in being very
entrepreneurial in their approach towards innovatibe ground realities for operational

managers for carrying out the innovation activiaes very challenging.

Figure 6.5 outlines a few key quotes the interviesvenentioned with regard to

the firm’s innovation as it progresses throughwvakie chain.
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Figure 6.5: Key quotations by interviewees about t firm’s innovation
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6.5.2 Extent of Openness

Mapping the innovations the interviewees regard tlas firm’s significant
innovation on to the IVC, the various interactiahs firm had for these innovations can
be observed. The interviewees highlighted thidde the pattern of interactions for all
innovations at the firm. Although the firm engagéth its customers and suppliers all
through its IVC, it is the first stage which is thest interactive one. The firm readily
interacts with its customers, suppliers consumats @nsultants for gathering market

insights, understanding the trends and requirenadrtse consumers.

The second stage or the conversion stage of thedw@e firm involves the
different departments working together for devatgpthe innovation. The innovation
managers across the business liaison with thereifféeams to put together and run the
innovation projects Interactions with customers angpliers continue back and forth
through this stage as well, as the innovation agreknt takes place. This stage also
involves the firm working with various consultingencies on different aspects of the

innovation.

The third stage or the commercialization stagehef VC at the firm involves
effort of the different departments under the prbjmanagement by the innovation
manager to bring the product to the market. Themgeacross departments work along

with their customers for launching the innovatiamrmarket.

The significant innovations that the intervieweéghhghted whether product or
packaging all have emerged from market insightér@n the firm’s understanding of
the consumer’s requirements. The firm engagestimegag market information not just
in the markets it operates in but in innovationgepngs globally in its sector. Broadly
speaking in its innovation focus the firm had a kearoriented approach for the
significant innovations as it has for all innovaisoit does reflected the interviewees.
The firm believes in exploring insights from thetlgared information as well as from
the business challenges it is faced with and tthstisinnovative ideas and solutions fall

out from them.

Interaction with its customers, suppliers and comss is a way of regular
functioning for the firm and it believes in engagiwith them throughout its innovation
process. The perception is that because the custoamel suppliers are out in the
market they have the best understanding and kngelathout the market and because

consumer is the one ultimately buying the innovatianderstanding their requirements
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is more important than any research. The intervéssMeowever also emphasised that
these interactions aren’t completely open and @adecipusly managed with signing of
NDA'’s when confidential information comes into plakhe firm believes that it is and
can be open in the operational aspects of its imciy but with regard to opening up
for innovation it has reservations. The percepi®that opening up in the innovation
process is for small players in the business aslhge limited resources and will thus
benefit from it; however for a firm of their scatellaborating for innovations is a risky
proposition. Additionally the firm also believesathopening up to out of category
players could be very distracting and moreover dgpeindrinks company they have
increased sensitivities around who the associamdblves with. Another insight the
interviewees revealed was that the firm’s reluctaabout opening up its innovation
process can be attributed to its organization celtthe firm strongly believes that it
has worked long and hard to become the expert @amdach the position that it is at

today and thus is not so keen on opening up iteréisp.

Innovation at the firm has evolved from not beinfpeus at all to being practiced
in all aspects of the firm’s functioning. It is dving to become more and more formal
and structured with increased interactions withpteoutside of the firm. The belief is
that external interactions have increased with ékpansion of the firm in markets
beyond Ireland so as to understand and functigmeashe said market. However, it is
noteworthy that the firm though open to externakiiactions at operational level
completely refrains from them for innovation purgesThus it must be highlighted that
market orientation does guides the firm towardsnopéeractions with external people
but does not lead it to open up its innovationvaos.

6.6 Firm F: Analysis

6.6.1 The Management of Innovation

Innovation, as suggested by the interviewees iptimeary activity at the firm for
its functioning and is carried out all the time ahdughout the firm with a keen focus
on the firm’s central theme of food first or theogofood culture. Not just product
innovation, the firm spans its innovation actigtieo refining strategies or business
model innovations as well to achieve its aims deeng new markets, expanding its

categories or for becoming ‘the supplier of choifce’its customers.
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With a focus mainly on incremental innovations, fine churns out large number
of innovative products by strategizing to hold el finished goods stock as possible
and thus relatively easily and regularly experinmentwith its ranges. For managing
these throughout prevalent innovation activities tinm has separate NPD teams and
budgets for each of its five business units. Tl are split by customers so as not to
compromise the individual agendas of the competimgfomers or markets the firm
caters to, the innovation activities are thus s$tned to be carried out separately by the

different teams with different set of developeeghnicians and chefs.

Figure 6.6 outlines a few key quotes the interviesvenentioned with regard to

the firm’s innovation as it progresses throughwvakie chain.

6.6.2 Extent of Openness

The innovation regarded as the firm’s most sigaific innovation by the
interviewees when mapped on to the IVC can be tsatudy the various interactions
the firm engaged in for the innovation. For devele@nt of their new business with
Starbucks in USA, the firm engaged in extensiveimgirof market insights with an aim
to explore growth and expansion opportunities. &shsthe firm engaged in a market
oriented approach for this innovation, which isoaleflective of the firm’s approach in
general suggested the interviewees. They furthdicated that the firm has an open
outlook with regard to interactions with people adé of the firm for its innovations.
While in contrast it in fact has to manage beinigde/ely open about its innovations
across the different business units within the famthey cater to customers that are

competitors in turn.

For the first stage or the idea generation stagditim interacts extensively with
its customers, suppliers, consumers, consultants market research agencies for
gathering consumer insights and for developing etamkderstanding. At this stage the
NPD teams from the different business units doizatilfrom the common pool
information regarding the consumers’ perceptiond emoices. During the conversion
stage or at the second stage of the IVC the firgages with its customers to develop
the innovation together. The different NPD teanmsknndependent of each other from
this stage onwards, individually working on themeovations with their customers.
Similarly the commercialization stage or the diftus stage of the IVC comprises of
combined efforts of NPD teams along with its custesnfor bringing the innovative

product to the market.
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The firm routinely collaborates with its customarsd almost all the time carries
out its innovations jointly with them. The belief that because their products form the
private labels for their customers, their innovasioare in a way their customers’
innovations and hence best done jointly. Also fina strongly believes that being
market oriented is increasingly important and ieslcurrently and must always guide
the innovation activities at the firm. However iust be highlighted here that despite
being market oriented and at the same time opdexable for interactions with people
outside of the firm in its approach for innovatiothe two activities are not
interdependent at the firm. The innovations at fifrare market oriented and open with
interactions ranging from customers, to consumesuppliers to consultants and even

competitors.
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Figure 6.6: Key quotations by interviewees about t firm’s innovation
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6.7 Firm G: Analysis

6.7.1 The Management of Innovation

Innovation, as indicated by the marketing managesne of the key activities at the
firm underlining all its regular functioning. It igurely based on market insights and
consumer understanding at the firm and the firmleggpincreasing efforts to manage
the same. The firm maintains an innovation funmegbipeline, and to regularly feed it
having the objectives of expanding their produatfptio and entering new markets for
increasing their consumer base, the firm managasrbvation activities in a formally
structured manner. The firm boasts of sophisticatedvation facilities including the
developmental kitchen, labs and other facilitiest tre shared throughout the business.
It is the cross functional team that has representdrom all divisions of the firm
ranging from operations, marketing, finance, conuia&r packaging along with
innovation chefs and food technologists, that halds responsibility of the regularly
undertaking and managing the innovation activigsthe firm. The firm allocates
budgets not just for innovation but separate buglget defined for the various stages
the innovation goes through and the activity isgled over with complete involvement
by the senior management. However the marketingagemalso highlighted that in
spite of the presence of the cross functional teach people with portfolios like new
product development manager, it is the marketiagntéhat drives the innovation at the

firm.

Figure 6.7 outlines a few key quotes the interviesveentioned with regard to the
firm’s innovation as it progresses through the gathain.
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Figure 6.7: Key quotations by interviewees about t firm’s innovation
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6.7.2 Extent of Openness

Mapping the innovation regarded as the firm’s m&ighificant innovation in
recent times by the marketing manager on to the M&Dious interactions that the firm
has had with external people during the innovagioztess can be studied. The pattern
of interaction the firm has for this innovationalso reflective of the firm’s approach to
innovation more generally, suggested the marketingager. The first stage or the idea
generation stage can be regarded as the most taggnfer the firm’s innovation. The
firm is most interactive with people outside of tiganization at this stage, engaging
with consumers, market research agencies, and lmansgation agencies for gathering
consumer insights and for developing market undedshg. Also, for getting
information about emerging market trends and otimewvation launches.

The second stage or the conversion stage of theitM&se of the firm’s most
significant innovation and also of innovations iengral at the firm is focused on
extensive internal interactions and developmentthed innovation suggested the
marketing manager. It involves the cross functiotedms working together for
extracting from the gathered insights an innovattemcept and then developing it

further into an innovation output.

The commercialization stage or the diffusion stafjthe IVC for this innovation
comprised of the efforts of the different departtseof the firm for bringing the
innovative product to the market. The firm engagégh its retail partners and
advertising agencies pre-launch of its innovatidmlevto gauge the effectiveness of
their innovation and of consumers’ awareness algotite firm works with market
research agencies. Similar pattern of interactesomates for all innovations the firm
does suggested the marketing manager. Thus the eaahzation stage is all about

the firm bringing its innovation to the market ayl themselves.

The launch of the ‘fusion soup range’ by firm G veasinnovation based entirely
on consumer insights and requirements. Broadlykspgahe firm for this innovation as
for all its innovation engages in a market orientggproach towards innovation
suggested the marketing manager. The belief dirthes says the marketing manager
that consumers are innovative, have some very glaas$ and are very passionate about
the brand they love, hence not just gathering médron from consumers but also
involving them while innovating or exploring the rmept of co-creation with

consumers is beginning to be the firm’s approaglatds innovation.
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Although co-creation with consumers is the stratégy firm is beginning to
adopt, it remains reluctant for opening its innamatprocess for any other external
parties. The perception is says the marketing mamtmat being one of the largest
players in their category they have the most cdipiabiand hence stand little chance to
gain much from a collaborative innovation. Also, ietieves that the firm is averse to

collaboration because of confidentiality issuescliht wants to completely avoid.

Innovation at the firm is evolving, the processbiscoming more and more
structured, interactions with external people amedasing and concepts like co-creation
with customers are being embraced suggested thieetitey manager. Yet it must be
highlighted that despite being market orientediferinnovations, the approach is not
impacting the firm to open up its innovation prac@such. The innovations at firm G
are market oriented, open for consumer insights raacket information but guarded

through their development and launch process.

6.8 Firm H: Analysis

6.8.1 The Management of Innovation

Innovation is practiced in a structured mannerhia firm, with systems in place
for its effective management. Following the stagd#egprocess the innovation is
practiced with complete involvement of the senicanagers. The firm has a defined
innovation budget and separate innovation teamsthferlong term and short term
innovations. It also has a team of innovation mineein order to better understand the
needs of the market and to come up with innovatnlations. Though innovation has
always been an important activity at the firm,ashbecome even more central recently
owing to the appointment of a very innovation orgghsenior manager, indicating that
senior management largely defines the way innomas@racticed and managed in the

firm.

Maintaining a balance between practicing innovatow rolling out short term
deliverables is another aspect the firm constastifives to master for achieving its
objectives of entering new markets, extending tipartfolios and staying ahead of
competition. The belief is that long term innovatiequires time and resources while
short term deliverables are important for regukarenue generation and keeping the

competitors out. Hence risk evaluation and pripaition are needed in order to manage
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the two types of innovation and maximize benefiigure 6.8 outlines a few key quotes
the interviewees mentioned with regard to the faimnovation as it progresses through
the value chain.

6.8.2 Extent of Openness

The two dimensions of the innovations done by firm Hnedy, the branded
innovations and the own label innovations can b@ped onto the IVC separately.
Studying the progression of the branded innovatanthe IVC it is seen that these
innovations are practiced in house by the firm. Tir& stage or the idea generation
stage of the value chain for these innovationsuigleyl entirely by consumer insights
and emerging trends in the market. Brain stormiegs®ns and cross functional
meetings are practiced but these are centred dorexgpconcepts and pulling out ideas
from the gathered market information. The firm elysobserves emerging trends and
consumer requirements in the food industry and heéyaoth in the domestic market

place as well as globally.

The second stage or the conversion stage of the i&/Qocused on the
collaborative functioning of the cross departmetgaims within the firm for converting
the gathered knowledge into an innovation outpbe #echnology and innovation team,
the commercial team, the brand team and the infwvabharketers work together for

developing the innovation in-house utilizing oretfirms’ available resources.

The third stage, the commercialization stage ofi is the only stage at which
the firm interacts with people outside of the oigation for its branded innovations.
For facilitating the launch of their innovationetfirm engages with brand activation
agencies as well as its retailers to bring thewmdpct out in the market. These
interactions however are focused on the operatisiole of diffusing their innovation

than in any way as collaboration for the innova@srsuch.

Mapping the other dimension of firm H’s innovatidghe own label innovations
on the value chain suggests that the firm is mpenawith regard to these innovations.
Although the development piece still utilizes ottg resources available with the firm,
interactions with people outside of the organizatwe a common place in case of the
own label innovations that the firm does. The fsttge of the value chain or the idea
generation stage for these innovations is focuseaallaborative working with the

retailer for whom the innovation is being done. Tietailer based on its market
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research, consumer insight and feedback is thecsanir the idea for the own label

innovation

The conversion stage involves the short term deliteam at the firm working
collaboratively with the retailers for developinget innovation from concepts to
prototypes to further refined and re-refined praditages. The development stage also
involves the various teams within the firm workitaggether while they continuously

interact with the retailers as the innovation pesges.

Similar to the conversion stage, the third andfithe stage of the IVC focused on
the commercialization of the innovation also invesdvthe combined efforts of the firm
and the retailer to bring the innovation out in tharket. The diffusion phase is thus
about the firm and the retailer launching the iratamn. These innovations are however
treated as second in importance to the brandedvatioms by the firm so the firm’s

involvement varies accordingly.

Broadly speaking Firm H is a market oriented orgation with a keen focus on
gathering market insights. For the 100% naturatadgnts ham innovation firm H
pursued an innovation process that was drivenfnpeess of gathering market insights.
As such, in terms of this innovation, the firm eged in what can be described as a
market oriented approach. The interviewees suggestat this is reflective of the
approach of the firm more generally. They suggested the firm tries to keep a
constant tab of the evident and latent needs otdstomer as well as their likes and
dislikes. Moreover the firm is always keenly obsamnvof the emerging trends in the
market place irrespective of whether they are enftod industry or otherwise. Market
insights are the premise of all innovative develepts in the firm yet the firm is also
always observant of the fact that sometimes whaswmers understand that they want
is quite different from what they actually want. ide the firm though increasingly

market oriented is equally vigilant in its interfagons of the market insights.

Although innovation is an activity central to then€tioning of the firm, open
innovation is far from being embedded in any ofaspects. This is because being one
of the lead players in the industry; the firm bedie that there is no need for
collaborations. The firm is averse to any formm$aund or outbound open innovation
activity because it wants to completely avoid amflaboration. Interactions with
suppliers, customers, consumers and consultantgditrering market information or

feedback is a regular practice but any such intenras for innovation purposes are
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completely avoided. The firm is highly protectivd any information about its
innovation as the perception is that if any infotima is revealed before launch others
may quickly copy their innovation and consequené#lyse the firm to lose some portion
of its market share.

In addition it can be suggested that though natedntfor innovative purposes, the
interactions with external parties are evolvingeTirm is beginning to engage with
consultants and market research agencies for gaghesnsumer research information,
even engaging with retailers and brand activatigenaies for launching their
innovations. Another observation that can be nmiadeat, market orientation though
forms the premise for all innovation activity iretfirm it cannot be credited for causing
opening up of the innovation process at any stagmvations are market oriented but
the firm does not look for opening its boundaries the development processes of its
product and services.
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Figure 6.8: Key quotations by interviewees about t firm’s innovation
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6.9 Cross Firm Analysis

Analysis of the way innovation is practiced in eéiclm and across the eight firms

shows that:
a. Innovation is practiced as a structured process

Innovation is practiced as a structured procesbeafirms. Being practiced as an
organized activity, innovation has gained importaatthe firms over the years. Owing
to the growing competition and with the belief thaing innovative in their offerings is
one of the ways firms can sustain in the marketeglannovation is being given great
importance and is practiced as a formal activitytted firms; formal in terms of
allocation of money for carrying out innovation a@odmation of designated teams who

engage in regular meetings for managing the agtivit

Firms either have a separate innovation budgemake use of part of their
marketing budget for innovation purposes. Similankiile some firms have distinct
innovation teams, others have task forces, newyatodevelopment teams or cross
functional teams managing the innovation activitRegular meetings across
departments and teams as well as brain stormirgiosssfor innovative ideas facilitate
smooth exchanges of information within the firm aheéreby aid in managing the

innovations being carried out at the firms.
b.  Marketing Department drives the innovation activity

Regardless of the presence of a defined innovasam and dedicated innovation
budget, it is the marketing department at the fitimst drives and spearheads the
innovation activity. Thus, innovation though gaigiimportance and increasingly being
rooted in all functioning of the firms, the onusaairrying out and managing the process

lies with the marketing department.
c. Innovation objectives vary across firms

The objectives with which innovation is carried aatries from firm to firm,
however largely they range from entering a new miatk increasing market share,
improving the quality of the innovative offeringeducing the cost of production,
meeting the demands of the customers or consumetexpding the product portfolio,
staying ahead of competition, becoming the markatiér or maintaining the market

position.
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d. Firms measure the effectiveness of their innovattbrough defined matrices

For managing their innovation activities for megtithese objectives, firms
engage in measuring the effectiveness of theirvations so as to keep a tab on how
well they are faring on the innovations they do &wosv can they be better managed.
The key matrices firms use for measuring the effeness of their innovations include
revenue or sales generated, household penetratmmsumer consumption of the
product and the market impact the brand creates.

However, it may be emphasised that though the rarigebjectives that firms
have for achieving through their innovations is eyithe manner in which they gauge

their innovations’ value is predominantly in terofssales achieved.

e. The understanding of innovation and open innovatiames across firms

As prior studies argue that the motivation with ethfirms practice innovation
varies across firms (Brown and Eisenhardt 1995%, $tudy shows that different firms
have different notions about the concept of openupg their innovation. While
interacting across their supply chain is regardedeing open by some, others do not

consider it as being open unless it is coupled aftlopen innovation strategy.

f. Smaller firms practice open innovation on an ad hasis while large firms

practice it consciously

In terms of the practices of open innovation, thelg finds that the smaller firms
that were part of the research, practice open iatiavs on an ad hoc basis. These firms
open up their innovation processes only for certaimovations or activities. For
example some prefer opening up only to their si$tens for its innovations or
considering opening up a challenge and they engageonly when they lack certain

expertise and it is not disadvantageous to therketamage.

While the larger firms in the study practice thdivaty more holistically and
regularly displaying evidences of more consciouspéidn of open innovation. For
instance engaging with their end customers withidlea of co-creation for innovative
offerings or working regularly with their retail gpaers when developing its

innovations.

Thus the pattern of open innovation practice isemanpromptu in the case of

small firms while the larger firms more consciougtgactice open innovation activities.

g. Inbound open innovation is more common in firmsthatbound open innovation
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The study finds that regardless of their size Ifebd firms in general are more
inclined towards practicing inbound open innovatiban the outflow of knowledge

from the organization.

In summary, the analysis highlights that firms dall a structured pattern of
innovation; the activity is driven by the marketidgpartment and managed by setting
objectives, by formation of teams, allocating budgand measuring of innovation
effectiveness.

While firms’ understanding of open innovation variesmaller firms practice it on
an ad hoc basis and large ones engage in open atimovactivities consciously.
Nonetheless, firms are more inclined towards inldoapen innovation activities. The
themes explored across the medium and large films@ammarized in the Table 6.1

below.
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Table 6.1: Practice of innovation in medium size lish food firms

Themes

What is innovation? How is innovation managed?

Whaloes the firm interact with?

FIRM A

FIRM B

FIRM C

FIRM D

Innovation is about achieving efficiency on alCommercially focused and cost conscious busingsmviation

fronts of the business. managed by setting objectives, task forces, maagimnovation
effectiveness and by flexible internal and limitecternal
interactions

Innovation is about making the healthiemnovation managed by setting objectives, formatadncross
choice the easier choice for both its consumeftsctional team, measuring innovation effectivenessl by
and customers. flexible internal and limited external interactions

Innovation is about taking existing ideas anbhnovation progresses as a stage gate process
putting them together in a new way whic
solves a problem or takes out cost or se
more

E{éanaged by setting objectives, innovation team, sudag
innovation effectiveness and by flexible internaddalimited
external interactions

Innovation is about making the operationinovation managed by setting objectives, measunngvation
faster, cheaper and better effectiveness, by regular internal meetings andtdidnexternal
interactions under senior management’s supervision

Smooth internal interactions with easy information
exchange across departments. No formal internal
communication channels.

Limited and carefully managed interactions with
external people (including customers, suppliers,
consumers and market research agencies)

Smooth internal interactions with constant
information sharing through cross functional
meetings.

External interactions with customers, suppliers,
consumers and consulting agencies

Smooth internal interactions facilitated by cross
functional innovation team

External interactions with customers, suppliers
and consulting agencies

Smooth internal interactions with easy information
exchange across farms and departments

Limited interactions with external people
including customers, suppliers, consumers and
market research agencies and brand creation
agencies
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Table 6.2: Practice of innovation in large size Ish food firms

Themes

What is innovation? How is innovation managed? Whaoes the firm interact with?

FIRM E

FIRM F

FIRM G

FIRM H

Innovation is about developing its owrlnnovation progresses as a stage gate process.geldres a project Smooth internal interactions with  constant
capabilities. To build market share anthanagement liaison piece information sharing through cross functional
grow profits meetings.

External interactions with customers, suppliers,
consumers and consulting agencies

Innovation at the firm is about goodrocus on incremental innovation. High product chbynmaintaining Smooth internal interactions for non-product ideas.

food culture. It is about understandingjttle finished goods stock. Managed by individaategory NPD teams Limited internal interactions for innovation as yhe

its products, customers and markets supply to customers that are competitors to one
another.

External interactions with customers, suppliers,
consumers, competitors and consulting agencies

Innovation is about complete codnnovation progresses as an innovation funnel. Mada by Smooth internal interactions with constant
operation across the business functiomevelopment of advanced innovation facilities, fation of innovation information sharing through cross functional
for developing new products or producteam, allocation of dedicated innovation budgetSrgeobjectives and meetings. External interactions with customers,
lines measuring innovation effectiveness consumers and consulting agencies

Innovation is about new concepts, newnnovation progresses as a stage gate process.giihnay setting Smooth internal interactions with constant
ideas and how they translate back intobjectives, innovation teams, measuring innovagitfectiveness and byinformation sharing through open plan offices and
the business flexible internal and limited external interactiongnder senior regular meetings.

management’s supervision . . .
9 P External interactions with customers, consumers and

consulting agencies
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To explore the extent to which the innovation psscis open in firms, the internal
and external interactions firms engage in durirggrttnnovation process are examined
in each firm and across the eight firms using ¥eé framework, and the analysis of the

innovation process for the extent of openness sltloats
(@) Firms are selectively open in their innovation sities

This study finds that while firms follow a similgattern of innovation process,
progressing through idea generation, developmedt lannch stages, a systematic
analysis of the IVC for interactions across it he firms develop their innovations
highlights that the firms engage in interactionghveéxternal parties at all stages of the
innovation process but the nature and extent cfetheteraction varies at the different

stages.

Different stages of the innovation process in filmns marked by flexible opening
up for external interactions to limited or no engagnt in external interactions.
Similarly firms engage in external interactions yombr their own label innovations
while they completely refrain from interacting wigixternal parties with regard to their

branded innovation.

(b) External interactions are most common at the idemegation stage of the

innovation process

Mapping the firm’s significant innovations on th&Q and analysing the
sequential steps of the framework, this study fitist the first phase or the idea
generation stage is the most open stage for thesfirAt this stage the firm’s
engagement with external parties ranges from tiné@ractions with their customers,
suppliers, consumers, to market research agenetesansultancies. Firms also engage
in detailed internal interactions at this stagegmg from cross departmental meetings

to brain storming sessions to inform their innovatactivities.

(c) Conversion stage of the innovation process is ottarzed by in-house

development of innovation

The second stage or the conversion stage of thevation process is primarily
marked by internal interactions amongst cross defental teams in the firms. At this
stage the firm’'s new product development, marketitechnical, supply chain,
procurement, finance, sales, quality control etants work together for developing the
innovation, involving manufacturers, suppliers atustomers as and how the need

arises. Firms also engage with consultancies at dtage for seeking guidance with

225



regard to development of their innovations. Thelgtfinds that this stage is more or
less an in-house development stage in the firmis thig firm’s internal teams working

in close co-ordination for developing the innovatio

(d) Perceptions of competitive threats limits the omssnat the conversion stage of

the innovation process

This study suggests that firms have only few exkinteractions during the
conversion stage if any and these are only foraipmaral purposes with manufacturers,
suppliers and customers as the innovation at tagess being developed by the firm’s
cross departmental teams. For example firms conwateiwith their farmers or
growers when developing an innovation or interaith wheir suppliers to feed into their

innovation as it is being developed.

The interactions at this stage in the firms apantnf being limited are also very
tightly managed. The firms refrain from divulgingtdiled information about their
innovations as their suppliers or manufactures edger to their competitors. Moreover
it must be highlighted here that the level of rielaship a firm shares with the external
parties largely defines the extent of interactiomgh them at this stage. Hence
competitive threats limit the extent of externakenactions the firms engage in at this
stage and openness in their innovation activitee¢east adopted by the firms at the

conversion stage of the IVC.

(e) At the diffusion stage of the innovation procegserointeractions are mostly

limited to engagement with retail partners

The final stage of the innovation process focusinghe commercialization of the
innovations the firms do, is again an interactitege in the firms. Although it is the
firms’ internal teams that work towards bringin@ tinnovation to the market, the firms
do interact with customers or retail partners aamriching the same. The firms open up
their innovation activity by collaborating with the external parties for diffusing their
innovation into the market. Additionally firms alsengage with brand activation

agencies and advertising agencies at this stagadanoting their innovation.

While openness with regard to engagement withlrptainers is the main focus
at this stage of the innovation process, for feekban their innovations’ consumer
acceptability and performance, firms also rely oarkaet research agencies. Therefore,

this stage presents evidences of open interacpangrily with retail partners in the
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firms, focusing on launching the innovation in timarket and getting feedback on its

performance.
() Interactions are mainly for gathering market indiglh

This study shows that while firms interact with exial parties during their
innovation process, it finds that these interactiane primarily confined to gathering
market insights. The firm’s interactions with tensumers are to understand their
requirements, their expectations and feedback ab®products. Customers, suppliers
and market research agencies are contacted lameékgvelop insights about the trends

in the market so as to inform their idea genergpimtess and innovative offerings.

However, the study also finds that these interastiare beginning to move
beyond gathering market insights and towards catime. Firms are beginning to
experiment the concept of co-creation with theimsomers and customers for

generating ideas for their innovative offerings.

(g) Managers regard external interactions for marketeatation as synonymous with
being open in the innovation process

The study finds that managers regard their firmshahly market oriented,
devoting time and resources for gathering markeigits for development of new
innovations or for improving upon their offeringehe firm’'s external interactions are
focused on developing an understanding about cesgmequirements and preferences
as well as on getting feedback on their productssanvices. The managers thus believe
that because in doing so they interact with theistemers, consumers, suppliers,
manufacturers etc. who are people external to their they are practicing open
innovation. They are also of the opinion that aséhexternal interactions have always
been a part of their regular functioning, open watmn practices in the firms, to the

extent they practiced now, cannot be regardednaajer shift in strategy.
(h) Managerial perceptions shape the extent of openinets® innovation process

The study finds that relative low levels of ‘opeasiein the innovation process is
reflective of managerial perceptions about thevagtof open interactions with people
outside of the firm for innovation purposes. Managefrain from external interactions
or practice them in a very limited manner becausé tbelief is that the firms have the
best of capabilities needed for the innovation hedce collaboration is not called for.
Their perception is that collaborative researchdiificult because of the time and

compatibility for collaboration it requires. Managealso limit open interactions with
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external parties owing to their belief that sucteiactions are risky as they can lead to
the loss of the firm’s competitive advantage intierket. Moreover they are also of the
opinion that opening up to out of category peopleugh risk averse but can be a
distraction to the regular operations of the firmdanight not add value enough to be
practiced over and above the firm’s regular operesj so are better avoided. Managers
also believe that the firms have worked long andd havesting time, effort and
resources developing their proficiencies and aaagithe position they are currently at
and hence are reluctant to share or give away ¢xpiertise by way of open interactions

and collaborations.

In summary, in terms of the interactions that tplkece during the course of the
innovation from conceptualization to commercialiaat the findings of the study
highlight that firms are selectively open in thainovation activities. Following a
similar pattern of innovation process, progressimgugh idea generation, development
and launch stages they engage in external interectt all stages but nature and extent
of these interactions vary through the stages.idéa generation stage being the most
interactive stage, the conversion stage being ndabkeinternal interactions and at the
diffusion stage open innovation practices beingdr limited to collaborations with
retail partners. While the external interactions arainly for gathering market insights,
managers regard these market orientation extentalaictions as being open in their
innovation processes. The study also reveals kiwatdlative low level of openness in
the innovation process is reflective of managey@&teptions about the activity of open
interactions for innovation activities. The ext@fitopenness in the innovation process
across the medium (Figure 6.9) and large (Figui®)6firms studied is summarized

below.
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FIRM A

FIRM B

FIRM C

FIRM D

> Idea Generation >> Conversion >> Diffusion >

Interactions at idea generation stage Interactions at diffusion stage Interactions at conversion stage

Customers, Consumers, Suppliers, Market Farmers/Growers, Cross Departmental Teams  Custp@erss Departmental

Research Agencies Teams

Customers, Suppliers, Consultants, Market Consultants, Cross Departmental Teams Cross Depuatail eams
Research Agencies, Cross Departmental

Teams

Market Research Agencies, Cross Customers, Suppliers, Cross Departmental Customers, Cross Departmental
Departmental Teams Teams Teams

Customers, Consumers, Suppliers, Market Farmers/Growers, Cross Departmental NPD Customers, Cross Departmental NPD
Research Agencies Teams, Brand Creation Agencies Teams

Figure 6.9: Interactions across the innovation vala chain in medium size Irish food firms
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Idea Generation Conversion Diffusion

Interactions at idea generation stage Interactions at diffusion stage Interactions at conversion stage
with - with - with -
FIRM E Customers, Consumers, Suppliers, Customers, Consumers, Suppliers, Customers, Cross Departmental Teams

Consultants, Cross Departmental TeamsConsultants, Cross Departmental Teams,
Suppliers, Consultants, Cross
Departmental Teams

FIRM F Customers, Suppliers, Consumers, Customers, Individual NPD Teams Customers, Ind@idPD Teams
Consultants, Market Research Agencies,
Cross Departmental NPD Teams

FIRM G Consumers, Brand Innovation Cross Departmental Teams Customers, Cross Depaddhiaams,
Consultancies, Market Research Advertising Agencies, Market Research
Agencies, Cross Departmental Teams Agencies

FIRM H —

Branded Consultants, Market Research Agencies,Cross Departmental Teams Customers, Cross Depddhleeams,

Innovation Cross Departmental Teams Brand Activation Agencies

Own label Customers, Cross Departmental Teams Customerss Oemartmental Teams  Customers, Cross Departmiszaats,

Innovations Brand Activation Agencies

Figure 6.10: Interactions across the innovation vale chain in medium size Irish food firms
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6.9.1 Researcher’'s Reflection

The cross firm analysis outlines the way innovatisnpracticed and managed
across the Irish food firms. While it presents thetails about the practice, many
insights were developed about the practice and geanant of the concept that built my
theoretical understanding of open innovation asdditnensions. Collating them with

guotes from the interviewees themselves, thesdetegled below:

6.9.1.1 We are a closed shop. No inbound. No outbound.

Open innovation as understood and practiced byrigtefood firms is a much narrower
concept than Chesbrough’s (2006) definition. WAHhileesbrough asserts that

‘Open innovation is the use of purposive inflows aaotflows of knowledge to
accelerate internal innovation, and expand the ratgkfor external use of

innovation, respectively’

Irish food firms are not very open and resist opgnip based upon manager’'s
perceptions, mainly of competitive threats. Inneawatmanager at one of the firms

outlined that —

“Innovation is very much by ourselves, the dooroidy slightly open but it is

almost closed as such”
The innovation manager from another firm emphasised
“We are open but it just doesn’t happen and wherthe time”

“We are very proud of being the number one cofle@many in Ireland and we
position ourselves as the experts so we just deartt to share. If the word goes

out that we couldn’t get an idea to market, ourdibdity is gone”

The cross case analysis informs that this is teaeaw with all the firms and firms
are reluctant to open up their innovation process @ to managerial perceptions of

external competitive threats.

The firms believe in only the inflow of knowledgeytflow is seen as competitive
weakness and generally not considered as way afilmgpdhe innovation process.
Moreover the knowledge inflows are limited to cusey and market information only
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that informs the innovations being undertakenratgi As the marketing director of one

of the firms exclaimed that —

“Yes we are open to inbound open innovation, butwvé lose competitive

advantage in the Irish market we will not”

Nonetheless, one of the eight firms indicated thay were open to competitors
and were willing to look beyond inbound open inrtava Its CEO highlighted —

“Yes we are open innovative. Our sources of operovation would be our
customers, our suppliers and competitors. With caitgys it happens like with
customers. For example we have two-third of thela@ésh business of one of our
customers and another firm has the other one-tt8alit is the three of us who sit
together and construct an agenda around Christreasge or health range or
summer range. The idea being that we will respelgtifocus on different parts of

the range under a common banner.”

6.9.1.2 Our customers drive our innovations

Open innovation though discussed in the literatai® a new innovation
management paradigm, insights gained through thidysdevelop the theoretical
understanding that open innovation is not percea®eé new way of doing innovation
in practice. Firms consider it mainly as interactiawith suppliers and customers. The

commercial manager of one of the firms assert —

“We are open with customers, we are open with sapplwe demand a lot from

them and they demand a lot from us.”
While innovation manager of another firm highlights

“We are paranoid about commercial secrecy, so wacally collaborate only

with our known customers and suppliers.”

Because firms have always gathered market and mestmformation form their
suppliers and customers, this being referred ton#ew of knowledge from external
players or opening up of the innovation processoisseen as a change in strategy by

the firms.

Beyond the open innovation funnel, a new line @utht is recently emerging in

the literature. It argues that external interadishould not be the only indicators of
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open innovation rather open innovation should bmuabncorporating the concept into
the strategy of the firm. Development of this argmtncan help expand the current
understanding of firms on the concept and practi€eopen innovation. Insights

presented in the cross firm analysis highlight fivats regard interactions for market
orientation as synonymous with being open in theowation process. The firm’'s

external interactions are focused on developinguaderstanding about customers’
requirements and preferences as well as on gefiiedback on their products and
services. As the marketing manager and commercadager of two of the studied

firms indicate —
“We open more in the early stages; we do a lotasfstimer research.”

“If you know what the trade wants, what the constswant it is more important
than any research you could do. We are very markehted, the consumer is our

big priority, and without the consumer you havegot a product”

The managers thus believe that because in doinghey interact with their
customers, consumers, suppliers, manufacturerswéto. are people external to their
firm they are practicing open innovation. If argurse about incorporating open
innovation into the strategy of the firm beyond ezrtl interactions are developed
further, firms may understand and practice thevagtith a perspective different from
just being market oriented. Also, market orientatimay be regarded as an indicator of

open innovation.

6.9.1.3 We have a formalized innovation process

The common themes that emerged across the firntetaded in the cross firm
analysis above, highlight that the pattern of imt@mn across firms remains the same.
While firms vary in their understanding of innowati and open innovation, have
different objectives for carrying out innovatiomet manner in which the innovation
progresses largely remains the same. Detailingstdtpiential steps one of the firm
undertook for the pear cider innovation and whi@sweflective of the firm’s process in

general the commercial manager of the firm said —

“We bring our research information and look at whiae product should be what
it should look like, taste like and feel like. Thea start making and trying some

liquids. Internally what we do is, between teamstiyeliquids and see which
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works and tastes best before we bring it to redeaifithen the selected liquid
would go into research to see if it's the rightuid for the market. Once the liquid
is selected and agreed then begins the brand igerffio from there we start
looking at what the brand would look like, what theckaging would look like,
the label of the bottle etc., what the marketingidook like, what the above the
line, below the line activities would look like aadl this would be happening
while the liquid is being developed in the backgmbuSo then you get to a point
where the two meet, production and marketing. Tdmnercial team then comes
into work on how to sell the product. We have a@ant of sales guys and then we
also team up with wholesalers. We pick up top 5ledaders and we incentivise
the team to get the product to market. Once wehgefinished product to market
we try and build some distribution and when we hed6% of our distribution
target we start some above the line and below itee ddvertising. It is at this

stage that we begin sampling at pubs etc.”

As detailed in the cross firm analysis, innovationall the studied firms follow the
sequential steps of gathering and exploring inriegateas, developing and testing the
innovation prototype followed by refining and sagliup the innovation and finally
execution of the innovation or introducing it inettmarket. Moreover the extent of
openness as examined in the study also variegsg ttiscrete stages, highlighting that
innovation advances in this sequential manner.eReflg on the observed pattern it can
be argued that the concept of innovation can belieduby exploring the idea
generation, development and dissemination actevéteirms.

In summary, reflecting upon the insights develogie@dugh the study, my own
theoretical understanding of the concept of opemwation and its dimensions have
expanded. Beyond the knowledge gained throughitvature, the study has enabled
me to recognize and learn the variations betweerdétails of the concept in literature

and its understanding in practice.

234



Chapter 7

Discussion




7 DISCUSSION

7.1 Introduction

Open innovation is referred to as the use of puvpomflows and outflows of
knowledge to accelerate internal innovation, angbexl the markets for external use of
innovation, respectively (Chesbrough 2003). As arerging innovation management
paradigm, open innovation is regarded as a waylamce the innovation capabilities
of firms. While the positive outcomes of practicirmpen innovation are widely
acknowledged, research on the adoption of openvatian is still emerging (Enkel et
al. 2009, Van de Vrande et al. 2009), but to dhtedcope of this research has been
limited. Deeper understanding of the process ofovation is required to better

understand the ‘why’ and the ‘how’ of open innowatpractices.

Enkel et al. (2009) argue that although the cona#Eptopen innovation is
becoming increasingly popular, a clear understapadithe concept in terms of the
mechanisms inside and outside of the firms is mgssh great deal of research is still
required to be conducted to create a ‘consistean apnovation theory’ (Galbraith and
McAdam 2011). To address this issue, it is impdrtarknow what firms understand by
being open, how they manage the innovation pro¢Bshlander and Gann 2010,
Gassman et al. 2010) and the extent to which theviation processes in firms are open.
Thus, this research explores the innovation prooefisms, with a focus on the extent
to which these processes are open. Specificaklyregbearch objective of this study was
explored by examining (a) the organization and rganeent of the innovation process

in Irish food firms and (b) the extent to which avation processes are open in firms.

This chapter is structured as follows: Section @i&usses how open the
innovation process in firms is. Section 7.3 disegdsow the firms organise and manage
the innovation process while Section 7.4 explaine management and extent of
openness of the innovation processes in lIrish flomds. Section 7.5 concludes the

chapter.
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7.2 Openness of the Innovation Process

Innovation in Ireland (CIS data analysis)

Chesbrough argued that open innovation is aboun#ide-out or outside-in flow
of ideas, technology and skills across a firm’srmaries. Extant literature has outlined
different organisational modes through which inls@amd outbound open innovation
can be put into practice (Grandstrand 2004). Wihite dimensions of inbound versus
outbound open innovation against pecuniary versms-pecuniary interactions for
practice of open innovation have been suggested#@ylander and Gann (2010),
Huizingh (2011) argues that both the process aadtiticome of innovation can also be
categorised as closed or open, thus, open innevatiactices can also be grouped by

distinguishing between the process and outcomieeoiiinovation as closed or open.

With regard to the interactions associated withowation, Van de ven (1986)
highlights that while the genesis of innovativeagemay be an individual activity,
implementing new ideas is a collective processovation requires multiple functions,
resources, and disciplines to work in tandem tosfia@m an innovative idea into a
tangible reality. The interactive character of the@ovation process, outlining that
innovators engage in interaction with their usessppliers, and with a range of
institutions inside the innovation system has Ise &leen suggested by previous studies
(Lundvall 1992, Brown and Eisenhardt 1995, SzulafhSk6).

Research on open innovation has increasingly edlithe innovation survey
datasets. Using CIS data researchers have explbeadbllowing: impact of search
depth and width on innovation performance (Lauieth Salter 2006); open innovation
culture and importing mechanisms (Van der Meer 200rternal innovatory
impediments leading to the practice open innovafidaupp and Gassmann 2009);
impact of alliance portfolio diversity on innovatigperformance (Faems et al. 2010);
and impact of information sources on the degreeostlty of the innovation (Mention
2011). In the Irish context, using the innovaticanel data for Irish manufacturing
firms, Roper et al. (2008) have measured open iathmv as links with external
organizations and showed that small Irish firmsehaignificantly lower levels of open
innovation than larger ones. Using the Irish Cl&adaoran et al. (2012) analysed the
importance of national and international interagsidor product and process innovation.
Love et al. (2014) also used the innovation paa& dor Irish manufacturing firms and
found that moves by individual plants towards a eénopen innovation approach is

accompanied by increased innovation outputs.
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In line with the prior research, this study usee IS data finding that as
measured by the level of interactions with extepaties, firms in Ireland have a very
low level of openness. However, relative to othemtars the level of openness is highest
for the food sector. This study shows that firmaegally collaborate with 1-3 external
partners for innovation. The most common collaborapartner is suppliers followed
by customers while competitors are the least predeco-operation partner. This study
shows that firms practice inbound open innovatiomranthan outbound open
innovation, that firms collaborate with few extdrmgarties, and the most common
collaboration partners are suppliers and customé&hss study suggests that the extent
of openness of Irish firms has a positive relatpswith the product innovation
outputs.

This study finds that Irish food firms engage inrm@rocess innovation than
product innovation. Firms practice more inboundowation activities than outbound
innovation and the focus of these external intewastis mainly to gather market
insights. These trends are underlined by the firfasus on generating revenues and
translating innovation back to the established fess model over and above investing

time, money and resources in new and differentuation activities.
Indicators of openness in the innovation process

Vahter et al. (2012) suggests that the numbezxtérnal collaborations is an
indicator and measure of the degree of open infmvairacticed by a firm. While
measures like permeability of a firm’s boundariebaracteristics of collaboration
partner, and extent of usage of external sourcdsotviedge including the extent to
which external sources are exploited by way of &sgons and internal technology
licensing (Gianiodis et al. 2010) are common inttica of openness of firms in the
current literature, some studies use the partngetya being the number and type of
partners and innovation phase variety which isrthber and different phases of the
innovation process open to external interactions demonstrating the degree of
openness (Lazzarotti et al. 2010). An additionabhsuee used by Laursen and Salter
(2006) for indicating the openness of firms is ithtensity of collaboration. Intensity of
collaboration is defined as the extent to whicleexadl knowledge sources are used by
the firm and is measured with regard to the coutidims provided by the external
parties. They measure the ‘breadth’ and ‘depthth&f external collaboration of the

firms.
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Notwithstanding the low levels of openness in timmovation process, as
highlighted by the CIS data analysis above, therintw data analysis shows that Irish
food firms tie their innovation vision to markettigéies and with an orientation towards
the market they interact with few external partiesgather market insights to inform
their innovations. Kohli and Jaworski (1990) hathbbshed that market orientation is
the process by which firms generate market intetigg regarding the current and future
needs of the customers, their capacity to dissdmitiee gathered information within
the firm and to rapidly respond to the needs ofrttaeket. To this effect, firms need to
engage in interactions with external parties, likeir customers, consumers and

suppliers etc. and thus be open.

However, practicing open innovation spans beyorstl gustomer involvement
for gathering market information, Vanhaverbeke @O0argues that open innovation
must be embedded into a firm’s innovation stratétgy.asserts that the introduction and
practice of open innovation may be meaninglessafdirm if it is not guided by and
embedded in its strategy. Integrating open innowainto the firm’s strategy and
segregating its innovation projects as per theaegjgais an underlying requirement when
adopting open innovation. It involves the firm teeuexternal knowledge for improving
its own, internal innovation process. More speaific open innovation is ‘the
proportion of innovations generated in cooperatiawllaboration with universities,
research organisations, customers/anduppliers, other companies, venture capitalists
and industry/ cluster associations or business assistance centres as opposed to
innovations that are entirely generated withing¢bmpany’ (Chesbrough 2006). Mattes
(2012) emphasises that open innovation strate@bait taking external impulses to
convert upcoming important trends into blueprimd guides for product pipelines; it is
about deciding what exactly to focus on in thetlighthe measures of the firm’s current
and future core competences and that not all speaple work for the firm; it is about
analysing technologies, business models and presess identify where closed

innovations are needed and where an open appreaefuired.

This conceptual ambiguity about being open arigEmbse not all firms have the
concept of being open in their innovation embedatedheir strategy. Consequently
their interpretation about being open varies, whdene firms in this study see that by
being market oriented they are being open in iheiovation others despite interactions

with customers, suppliers and consumers some fatmsot consider themselves as
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being really open. This suggests that market acatesrt can be regarded as an indicator

of openness in the innovation process.

7.3 The Management of Innovation

Innovation is practiced as a structured activity

Management plays a pivotal role in the processinbvation. In other words to
render the desired outcome, innovation needs tméthodical and organized (Oana-
Maria 2012). Extant literature outlines that mangginnovation includes managing
networks, organizational structures, evaluationcess and knowledge management
systems. In examining the organization and manageofehe innovation process this
study highlights that innovation in the Irish fodidns is practiced as a structured
activity. Operating like an innovation funnel, tliems dedicate time and effort to
accessing the risks involved and to deciding ifytlslould pursue the innovation
activities at the costs involved. Innovation foramsintegral part of firms’ functions and
firms are dedicating increasing efforts at managingnnovation is advancing from
being an activity that generated little or no rave@nto a structured process that has a
defined budget and people dedicated to deliverin@rior studies have also detailed
that management of innovation at firms involves paghensive planning, organising,

leading and controlling of its innovation activgi@Veffert 1998).

Hauschildt and Salomo (2011) suggest that innomati@anagement involves the
processes, planning and functions necessary invatimm oriented organisations
especially defining the goals, strategies and datimaking. It also comprises of the
formation of social relations or networks that i internal and external interactions
and the conception and encouragement of informdlion This study suggests that to
manage innovative ideas lIrish food firms definecdjeinnovation objectives to guide
the process. These objectives range from increasiieyy current market share,
improving the quality of their products and sergiceeducing costs to entering new
markets for expanding their portfolios and to stdyead of competition. The firms
constantly engage in short term innovations rollimgt an increasing number of
incremental innovations. Typically the main objeetthe firms focus on is expanding
the growth of its categories, while long term olijexs of entering new markets are
pursued by firms to expand their consumer basenhgvating for new products or

product lines.
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Some of the firms allocate defined innovation buslig®r their activities at
separate innovation stages or as a whole, while firass use their marketing budget
for innovation purposes. Measuring the effectivenasheir innovation activities, so as
to gauge how well they conduct their innovatiomsactions and how can they be better
managed, is another technique the Irish food fiermgploy for managing and creating
conducive infrastructure for innovations. The kegtnces firms use for measuring the
effectiveness of their innovations include reveme sales generated, household
penetration, consumer consumption of the produdt the market impact the brand
creates. The analysis of the study however alsotifted that though the range of
objectives that firms have for achieving througaitlnnovations is wide, the manner in
which they gauge their innovations’ value is predantly in terms of sales achieved

or revenue generated.
Organizing for innovation

When looking at the literature on the managementnobvation it can be
observed that over the years the way innovatiamasaged has changed significantly
(Batterink 2009). With the innovation process imgiagly including external parties,
such as customers (Baker and Sinkula 2005, Gassetain2006), suppliers (Ragatz et
al. 1997, Petersen et al. 2005), competitors (Hahal. 1989) or research organizations
like universities (Mora-Valentin et al. 2004, Famdaet al. 2006) the building of
linkages and management of interactions in thevaton process has become even
more important. Chesbrough (2004) also outlines ithananaging the social dynamics
of innovation it is important to ensure that thesteractions not only fit the current
business of the firm but also with the roadmaputdife projects.

A stream of research has focused on the role ameriamce of marketing in
innovation. While Erdil et al. (2004) explored tihwerrelationships between market
orientation, firm innovativeness and innovation fpenance, Liu et al. (2002) and
Webster (1992) also suggest that marketing is drtheocore aspects in strategizing
firm innovativeness. Connection of market oriemtatwith innovation, its management
(Vasquéz et al. 2001, Faleiro 2001) and with pentorce (Agarwal et al. 2003) has also
been explored by previous studies.

This study shows that looking at innovation in mauctured manner and focusing
on understanding the emerging trends in the makeétthe requirements of consumers,
Irish food firms design short term and long termang for their innovation activities.

They keep a record of the emerging trends in thekehand analyse how these trends
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could affect their businesses. Some firms are Ibéginto utilize these trends to
advance the efficiency of their innovative activijot only do they pay attention to the
upcoming trends and changing aspects in the foeatbrsethe firms also track any

relevant technologies and practices that might lsawee impact in the future. Devising
the firms’ strategies and action plans accordirtgy focus on maintaining a balance
between short term deliverables and long term susibe innovation pipelines along

with retaining equilibrium between expanding thportfolios and maintaining their

brand visibility.

However, the study also suggests that even asmigeaip innovation teams and
allocating innovation budgets has become commoapiacthe Irish food firms for
managing innovation and interactions, the onus ofsyggng and managing the
innovation transactions of the firms largely depengbon the marketing department.
The department not just contributes by way of itddet for innovation at the firm, but
is also seen as the department to spearhead immovatd is accountable for the

innovation activities the firm engages in.

7.4 Factors Impacting the Openness and Management of ¢h

Innovation Process

Stage of the innovation process

While Chesbrough et al. (2006) outlined in bound aat bound open innovation,
as the two conceptually separate dimensions ofoften innovation process, other
studies have categorised the various stages ingée innovation process. Chiaroni et
al. (2011) posit that the process of opening upitim@vation process follows three
stages of unfreezing, moving and institutionaliziAg outlined in the literature review,
other five stage models of the open innovation gsechave been put forward by
Fetterhoff and Voelkel (2006) and by Wallin and vkrmogh (2010). Bahemia and
Squire (2010) argue that being open is not soldynary choice of whether to adopt
open innovation at a firm or not (Chesbrough 2006htenthaler and Ernst 2009),
being open is also about the extent of interactisitls external parties for innovations

that firms engage in.

Dahlander and Gann (2010) argue that for progrgsgden innovation research it
IS necessary to explore innovation as it evolvesugh its different phases. Advancing
this argument, findings of this study using the IY¥@mework, show that the extent of
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openness in innovation process in Irish food finages within a firm at the different

stages of the innovation process as the innovatiogresses.

By examining the internal and external interactibmgh food firms engage in as
their innovation evolves through the different pgsasf the IVC this study found that
the first stage of the IVC is the most interactiveopen stage of the innovation process,
with firms engaging with external parties rangingnh their customers, suppliers,
consumers, to market research agencies and camsaka while at the same time
conducting brain storming sessions across depatsmeternally for generating ideas
for innovation purposes. This stage is also matkedeveloping the innovation based
on the brief received from the retailers and thesrkimg collaboratively with them
henceforth for the innovation. While in terms ofeimal interactions, it is about cross
functional team meetings and brain storming sesskaid for exploring concepts and
pulling out ideas from the gathered informationinkl and Rosenberg (1986) also
emphasize the importance of sourcing of knowledggde the business through the
performance of R&D that comprises of solving proideall along the process of
innovation. Other studies have also emphasisedisbeof different knowledge sources
for innovation (Veugelers and Cassiman 1999, Raper Love 2005) and suggest the
potential complementarities between them. Joshi &hdrma (2004) emphasise the
importance of knowledge of customers’ preferenaesshaping firms’ innovation
success, similarly Roper et al. (2006) suggestlihakward and horizontal knowledge

linkages have great value for innovation.

The second phase of the IVC involves convertingwkadge or ideas into
innovation output. Crepon et al. (1998), Loof aneshimati (2001) suggest that when
firms have strong internal resources, it positivehpacts the efficiency with which
firms develop new innovations but discourages eseknowledge sourcing in firms.
This study also suggests that the conversion pteasée regarded as more or less an in-
house development stage marked mostly by intemm&ractions and very limited
external exchanges taking place as the innovatimgresses. It is focused on the
collaborative functioning of the cross departmentedms within the firms for
converting the gathered knowledge into an innovatmtput. Vanhaverbeke et al.
(2008) also suggests that firms require develomagabilities to successfully utilize
external technological information and market knenige. They need to build flexible
and smooth internal interactions for efficient khesge distribution and effective

integration within, so as to draw benefits for thginovation activities. This study
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shows that cross departmental teams comprisingmbs managers, sales managers,
innovation managers, finance managers, procurensensupply chain managers,
marketing managers, new product development masaged managers from the
quality control department, commercial managerstaadd managers, work together to
develop the innovation in-house utilizing primaritile firms’ available resources.
Exploring this development phase of innovation,liGres (1992), Love and Roper
(1999) also outlined that the effectiveness ofran’8 knowledge conversion activities
are influenced by the firm’s characteristics, teersgth of its resource-base, and the

firm’s managerial and organisational capabilities.

Another aspect identified by this study underlinitigese detailed internal
interactions and very limited external interacti@hging the conversion phase is that
external interactions at this stage in the firmaraffrom being limited are also very
carefully managed. The firms refrain from engagingexternal interactions when
developing their innovations for fear of giving awaformation to their competitors
even through their suppliers or manufactures whg also cater to their competitors.
Roper (2001) suggests that external interactiosstaBrms in overcoming the initial
hurdles encountered in the innovation process,thmit once this threshold has been
crossed these interactions are less practiced. 3toidy also shows that external
interactions the firms engage in are least adopyetthe firms at the conversion stage of
the IVC and finds that it is the fear of competitithat limits the extent of openness in

their interactions is at this stage.

The final stage in the IVC is the diffusion of timmovation. Geroski et al. (1993)
suggest that this is the phase of the innovatiarcess that influences the firms’
performance. In context of this phase of the intiomaprocess Roper et al. (2008) also
argue that innovations cannot be exploited unglthre introduced. This study details
that this stage of the firms’ IVC though not aemarctive as the idea generation stage is
not as closed as the conversion stage either. édindghis phase is about the firms’
internal teams working towards bringing the innawatto the market, the firms do
interact with customers or retail partners for lehing the same. The firms open up
their innovation activity by collaborating with the external parties to diffuse their
innovation into the market. Additionally firms alsengage with brand activation
agencies and advertising agencies at this stagedonoting their innovation. However,

Marino and De Noble (1997), Narver et al. (20043ipthat increasing dependence on a
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small number of customers or retail partners ld¢adess of bargaining power and thus

negatively effects a firm’s performance.

While openness with regard to engagement withlrptatners is the main focus
at this stage of the value chain, for feedback bairtinnovations’ consumer
acceptability and performance the firms also rely market research agencies.
Therefore this stage of the value chain also ptesandences of internal interactions as
well as open interactions with external partiesnarily retail partners in all the firms
studied with the focus of launching the innovatiothe market and getting feedback on
its performance. Doran and O’Leary (2011) explatesl potential feedback effects on
firms’ performance and innovation output and dethithat along with productivity
being affected by innovation output, feedback framarket and other sources also
influence the innovation output of firms. Roperatt (2008) also find that a firm’s

performance is positively impacted by innovatiompod.

Prior studies have highlighted the importance téractions for innovation (Kline
and Rosenberg 1986, Lundvall 1988). Audretsch.gf1896) suggest that internal and
external sources of knowledge may act as complemansubstitutes. Researching in
an lIrish context, Love and Roper (2001), Jordan @tgaeary (2008) and Roper et al.
(2008) outline complementarity between the typemtafractions. Chiaroni et al. (2011)
explored the transition in ltalian firms from praatg only internal interactions to
external interaction for innovation or in other wsrtheir journey from closed to open
innovation. Dahlander and Gann (2010) emphasisadittis necessary to elaborate the
different combinations of openness. Thus in examgrthe interactions firms engage in
when innovating to explore the extent to which waitmn processes are open in firms,
the analysis of the cases identified that the augons both internal and external for
innovation take place during each phase of theuation process in the Irish food
firms. However, the findings of this study empheadisat firms are selectively open as
the nature and extent of these interaction vagessa the different phases of the IVC.

Managerial perceptions

In exploring the innovation process for the extémtwhich the innovation
processes are open, this study also suggestsdiapgions managers have with regard
to innovation and its openness, impact the stagehath and the extent to which the

innovation processes in firms are open.

Although the perception construct has been widetpgnized by other fields to
affect individual behaviour like those in the psgldgy and information systems
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domains, its significance has not received equahtibn in organizational studies (Ong
2004). While prior open innovation studies outlosteallenges related to organizational
and cultural issues as a result of dealing withreased external contacts (Van de
Vrande et al. 2009, Savitskaya et al. 2010), Or42 argues that perception affects
adoption behaviour, and this study presents an pkaof how managerial perceptions

influence the extent to which innovation processesopen in the Irish food firms.

Firms consider innovation a challenge and engagelaborate thinking and
strategizing when practicing it. Although regardingovation as a vital activity, firms
often limit innovation activity due to financial wstraints, as any new innovation
requires development time and financial investnvemth could instead be channelled
to the regular products to generate revenues. Tdrerthere is always a tension within

the firm to prioritize between innovation and sherin deliverables.

This study suggests that because innovation ism&asy activity to pursue and
because it calls for investment both in termsmktand money firms find it challenging
to keep innovating given the increasingly competitmarket place and economic
scenario. As innovations take time to mature anetld@, and the resources invested in
the same could be used for short term deliveraBless. study therefore highlights that
management of innovation at the firm isn’t only abmanaging the innovation as such,
rather initially and more importantly it is aboutamaging the decisions around being

innovative and practicing the innovation activiteshe costs involved.

This study suggests that managers believe thaiwgthchallenging, innovation
IS an important activity. Furthermore, the analysigygests that managers perceive
innovation as an activity that is in addition t@ith‘regular’ work. Their perception is
that new to world innovations are difficult, expeesand need lot of capabilities and
resources alongside the day to day work the firmsdoTherefore managers are faced
with a tension prioritizing between innovation afurt term deliverable and so engage
in elaborate thinking and strategizing when comsndethe activity.

Other aspects that managers feel add to the comptesf managing innovation
at the firms include, firstly, senior managementsnbition of being quite
entrepreneurial in the firms’ innovations which yheonsider to be quite difficult at
operational level. Secondly the perception of mamnags that often there is a mismatch
between what consumers need and what they thinkrteed so they have to be very
careful in the manner in which they interpret cansuinsights and be judicious about

managing their innovation spending. Managers fdedirt interpretation of the
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consumer’s requirement could be very different fnohrat the consumers actually need,
so they have to be completely sure about understgribe consumer insights before

engaging in any development.

Similarly perceptions that firms have about exteinteractions go a long way
in explaining openness in the innovation proceddledtes (2012) suggests that cultural
embeddedness of open innovation calls for an opdropportunity based mind-set and
it being part of the corporate culture and embraaoeall formal and informal cultural
activities. This study also identifies perceptiananagers have about openness in their
innovation practices. Managers believe that themd have the best of capabilities
needed for innovation and hence avoid engagingxiareal interactions or practice
them in a very limited manner. A typical perceptisrthat being the experts or one of
the biggest players in the market, others woulcehary little or nothing to offer to the
firm either in terms of knowledge or resources,am open interactive scenario. If
however a firm lacks any capabilities needed forirarovation they did not attempt
doing that innovation because managers believedpaning up is a difficult process.
Managers believe that collaborative research f&cdlf owing to the time required and
compatibility for collaboration it calls for. Finalg the time and a partner who is on the
same page, having similar resources and insightsitate products, consumers and
markets are the most critical factors limiting asych interactions in the manager’s

opinion.

Open interactions with external parties are alsutéid as managers believe that
such interactions are risky and can lead to the ¢dghe firm’s competitive advantage
in the market. The perception is that such intesastmay cause the firm to lose its
credibility, market image and share in the marketduse these interaction and
collaboration thereafter may project the firm asapable of doing the innovation on its
own. Moreover, their perception is that though susks could be avoided by opening
up to out of category people but these might nadt\aue enough to be practiced over
and above the firm’s regular operations and woulty dead to distractions to the

regular operations of the firm.

This study highlights that all the firms studiedreveeompletely averse to the
idea of open interactions or collaboration with @@&titors owing to apprehensions
around confidentiality issues and because of tkheeasing competition in the market
place. Overall, the perception of the managerhefstudied firms with regard to open

interactions was that they can only selectivelyndgeam these and the exercise can be
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more beneficial for players in the market whose owapabilities are limited,

sensitivities less and who can be more adaptable.

This study thus indicates how managerial perceptioinexternal competitive
threats shape the extent of ‘openness’ in the iatw process. It highlights that the
relative low levels of ‘openness’ in the innovatiprocess is reflective of managerial
perceptions about the activity of open interactianih people outside of the firm for

innovation purposes.
Firm size

Advancing the understanding of the openness inviatien in food firms in
Ireland, this study also observed that the practiagen innovation is influenced by the
size of the practicing firms. Van de Vrande et(2D09) argues that larger firms are
more involved in open innovation activities thareithsmaller counterparts. Other
studies also highlight that there are many diffeesim the innovation strategies of small
and large firms (Acs and Audretsch 1990, Vossen J199@ovation processes are
characteristically more planned, controlled andfgesionalized in larger firms. In the
case of SMEs, formal structures increasingly complace as they grow and develop.
As they grow SMEs are characterised by establishnoénspecific teams with
specialized workers, and introduction of managdagers, measures and procedures
(Greiner 1972). Once a firm reaches a critical stzes capable of formalizing its
innovation practices and developing proceduregxternal interactions, licensing, and
collaboration activities. These firms can maintdéinge and diversified innovation
portfolios and thereby have better financial resesr This has significant implications
on the practices of open innovation by the firmsn(da Vrande et al. 2009).

Mortara and Minshall (2011) categorize firms on H@sis of their approach to
open innovation practices as: open innovation doanscadopters, open innovation ad-
hoc adopters, open innovation precursors and ap@vation communities of practice.
Open innovation conscious adopters are the firnas Wew open innovation as an
opportunity to access wide range of innovation {igges, capabilities and resources
to feed the key innovation pipelines. They regapero innovation not just as an
opportunity to expand their innovation activitiest lalso as a way to reduce costs and
investments. These firms mainly focus on inboun@nopnnovation activities and
seldom practice outbound. This group of firms geltgrhave an innovation team or
task force implementing external interactions. Bifabelled as open innovation ad-hoc

adopters are firms that adopt open innovation &rycertain innovation activities or in
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specific parts of the firm only. While these firnatso focus only on inbound open
innovation they do not have specific structureglace for open innovation adoption
and implementation. Open innovation precursors famas that do not formally
recognize practicing open innovation but do it. §¢h&rms have a history of integrating
internal and external resources for innovation amgige in both inbound and outbound
open interactions. Finally, open innovation comrtiani of practice are firms that
engage in R&D and procurement in partnership tivacts them towards initial open

innovation thinking

In line with extant research this study outlinestthize influences the practices of
open innovation at firms. While the smaller Irishodl firms studied tended to have
limited and more circumstantial interactions witkteznal parties for their innovation
activities, the larger firms in the sample engaigesuch interactions regularly and more
holistically. Also, larger firms in the sample hdHdeir innovation activities and
interactions more organized with required systamglace as against the smaller firms.
Therefore, in terms of Mortara and Minshall’'s (2Dtlassification of firms based on
open innovation practice, this study suggeststti@targe Irish food firms of the study
can be regarded as conscious open innovation adopfeile the practice is more

spontaneous in case of the smaller firms.

7.5 Conclusion

In conclusion, the research objective of the stusiploration of firm level
innovation processes, with a specific focus onekient to which these processes are
open shows, that Irish food firms are selectivehemm with the extent of openness
within a firm varying by stage of the innovatioropess and that managerial perceptions

impact the stage, and the extent to which, thevation process is open.

The contingency approach to management assuntethéina is no one best way
to organise, and that any one way of organisingas equally effective under all
conditions. The right thing to do depends on a dempariety of critical environmental
and internal contingencies (Galbraith 1973). Timglifigs of this study also emphasise
that although all firms are innovative, they diffarthe innovations and interactions in
the innovation process due to the perceptions nemadgave. Similarly while these
interactions with external parties are practicedughout the innovation process the
stage of the IVC as the innovation develops agafilnences the nature and extent of

openness in the innovation process. Thus brogmglsng, the extent of openness in
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the innovation process in the Irish food firms asmtingent on managerial perceptions of

competitive threats and the stage of the innovadiothe IVC.
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Chapter 8

Conclusions




8 CONCLUSIONS

8.1 Introduction

This chapter draws together the conclusions oftiksis, outlining the findings of
the study in terms of the research objective (8adi.2 and 8.3) and the contributions
the study makes to the field of innovation (Sec@o#). The limitations of the study are
then discussed (Section 8.5) followed by suggestabout avenues for future research
(Section 8.6). Finally, implications of the study practice and policy are outlined
(Section 8.7).

8.2 Research Objective

The objective of this study was to explore the watmn process in Irish food
firms with a specific focus on the extent to whtblese processes are open. Despite an
increased academic interest in the emerging inmovatanagement paradigm, research
on open innovation has primarily been focused @npbsitive outcomes of practicing
open innovation (Van de Vrande et al. 2009). Theceptual ambiguity of the concept
remains (Dahlander and Gann 2010) and the questiomow firms practice open
innovation and the extent to which their innovatpgocesses are open remains largely

unanswered.

Gassmann et al. (2010) acknowledge that the peaatic open innovation
phenomenon is no longer confined to only innovatopactitioners mostly active in
high-tech industries, but it is getting increasinglidespread, yet a clearer
understanding of its mechanisms inside and outsfdiae firms to benefit from it is
missing. Huzingh (2011) argues that an explorabbrthe process of innovation for
external interactions is fundamental to understaqpdhe ‘how’ and’ why' of open

innovation practices.

To address this issue, this study explored: (a)ptioeess of innovation in Irish
food for its organization and management; and lie) dxtent to which the innovation
process is open. The innovation process was expltme setting up of innovation
objectives, formation of innovation teams, invoharh of senior managers, resource
allocation, etc. In order to explore the exteniMuich the innovation is open in lIrish
food firms, the IVC framework was employed to exaenthe interactions at each stage

of the innovation process.
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8.3 Findings

Exploring the innovation process with a specificue on the extent to which

these processes are open in Irish food firms, tirsygpresents the following findings.
Management of Innovation

Innovation is practiced as a structured activitythe Irish food firms and is
organised and managed by way of setting objectales;ation of budgets, formation of
designated innovation teams or task forces andegylar cross departmental meetings

for smooth exchanges of information.

While the objectives firms have for carrying oubavation vary across firms in
Ireland, the study finds that improving the qualitfiytheir goods and services is their
key objective. However, in the food sector the &bjective for carrying out innovation

Is increasing market share.

To manage innovation activities firms also meadine effectiveness of their
innovations through defined matrices, these thowayly across firms, the study finds

that they are predominantly in terms of sales aatue

While the management of innovation at the Irishdfdoms happens through the
range of activities as outlined above, this studgd that it is mostly the responsibility

of the marketing department to drive and lead theigy.
Extent of Openness

Identifying that more firms practice internal R&Bain external R&D or purchase
or licence external knowledge; this study highlgythiat the food sector firms are the
most active in this regard across sectors in Iceldmoreover, this study also finds that
with regard to the external collaborations, theoperation breadth of firms is generally
low, collaborating with 1-3 external partners. Sigpg are the most common
collaboration partners followed by customers wrilhe least preferred partners are

competitors.

Firms with greater extent of openness could be &rpeto have high product
innovation output, reveals the study and also fihds the extent of openness, measured
by level of interactions with external partieshighest for the food sector firms across

sectors in Ireland.

Mapping the firms’ significant innovations on théQ, this study finds that Irish

food firms are selectively open as both internad amternal interactions take place
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during each phase of their innovation process het tature and extent of these
interactions vary at the different stages of theiration process within the firm. While
the first stage, or the idea generation stagedsnibst interactive or open stage of the
innovation process with interactions ranging frorheit customers, suppliers,
consumers, to market research agencies and camseka The second stage or the
conversion phase is more or less an in-house dawelot stage with mostly internal
interactions and very limited external exchangdse &xternal interactions at the final

diffusion stage are largely limited to collaboratowith retail partners.

The study finds that while the internal and extemgeractions complement each
other at the idea generation and diffusion phasdifferent extents, the conversion
phase is primarily marked by internal interactioltreover, the study finds that it is
the competitive threat that limits the openneghatconversion stage of the innovation
process. At the diffusion stage interactions aieg@rily limited to engagements with

customers.

These interactions though vary at the differengestaof the innovation process.
This study finds that the main purpose for theseractions is to gather market insights.
Whether to develop understanding about consumegsiirements, their expectations or
feedback about the innovations or to develop insigiout the trends in the market to
inform their innovative offerings, firms engage external interactions for gathering
market insight and therefore managers regard markattated external interactions as

synonymous with being open in the innovation preess

In exploring the extent of external interactiorrss engage in for their innovation
activities, this study finds that the relative lde@vels of ‘openness’ in the innovation
process is reflective of managerial perceptionsutiiee activity of open interactions

with people outside of the firm for innovation poses.

Extant literature outlines that firms’ motivatior practicing innovation ranges
widely from surviving competition to becoming thearket leaders; from entering new
markets to ensuring long term growth (Brown ancelieardt 1995). This study finds
that firms have different notions about being opetheir innovation. While some firms
see that by being market oriented they are intexgqavith customers, suppliers and
consumers and theses are parties outside of tmeis fso they are open in their
innovation. Others, despite interactions with theséernal parties, do not consider

themselves as open because being open is not eetbidtheir innovation strategy.

252



With regard to the process of adoption, identifythgt inbound open innovation
is more common in firms than outbound open inn@vatithe study also shows that
smaller firms practice open innovation on an ad basis while large firms practice it

more consciously.

In conclusion, the findings of the study indicateatt Irish food firms are
selectively open in their innovation activities.€eTimterview data shows that the activity
is driven by the marketing department and managesehing objectives, by formation
of teams, allocating budgets and measuring of iation effectiveness. They follow a
similar pattern of innovation process, progressimgugh idea generation, development
and launch stages and engage in external intenactiball stages but nature and extent

of these interactions vary through the stages.

The extent to which the innovation processes aenop the Irish food firms is
contingent on the perceptions managers have almng lmpen and the stage of the

innovation process as the innovation progress#seifirm.

The contingency approach to management assumes tie@tagement
effectiveness is contingent, or dependent, upornnteeplay between the application of
management behaviours and specific situations.cohglex environmental conditions
and internal contingencies define the correct veafuhction (Burns and Stalker 1961).
The findings of this study also outline that whilens are innovative and engage in
external interactions with parties outside of tlif their perceptions about practicing
open innovation differ and this influences the akt® which they interact with the
external parties. Similarly, the findings also emgbe that innovations though
progresses as an integrated value chain in alkfithre stage of the innovation impacts

the extent and nature of the interactions the fiemgage in.

Thus, this study finds that the extent to whichitireovation processes are open in
the Irish food firms is contingent on manageriaicegtions of open innovation and the

stage of the innovation process as the innovateweldps.
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8.4 Contributions

The study explored the extent to which innovatioocpsses are open in Irish food
firms by examining the innovation process in temwhsts management, and analysing
the interactions that take place during the innowaprocess as it advances along the
IVC. The contributions of this study therefore adege the understanding of open
innovation for the extent to which interactions gmecticed during the innovation

process.

Campbell (1990) defined theory as a collection sdeations or proposals that
recognise the important variables and the reasoth&r importance. It identifies the
inter relation between these variables and conmditionder which they are or are not
related. Christensen and Sundahl (2001, p2) adsidt ‘a theory specifies what causes
what, and why, and under what circumstances.” Hewgvhetten (1989) suggested that
scholars generally do not develop new theory, tlalger make additions to theories
that are already established. He further outlirfed the three building blocks for this
include exploring the What, How and Why.

This study’s, ‘what’, ‘how’, and ‘why’ includes deloping a comprehensive
understanding of ‘how’ the innovation process utdoin firms; ‘how’ is it organised
and managed in terms of innovation teams, involvenoé senior managers, resource
allocation, etc.; ‘what’ firms mean by being opémeir understanding of the concept of
open innovation and ‘how’ it is practiced in thenfs? ‘What’ are the interactions that
firms engage in during each stage of the innovapimtess from conceptualization to
commercialization as they develop their innovatithrgw’ do these interactions take

place and finally elucidating the why behind théun@ and extent of these interactions.

The contributions this research makes are as fallovine study contributes to
existing research that has sought to measure teatexf open innovation in Irish firms
(Roper et al. 2008), by showing that firms in Irelehave a very low extent of openness
as measured by the level of interactions with exleparties. However, relative to other
sectors it is highest for the food sector, wherendi practice inbound more than
outbound open innovation and collaborate mosthhwiteir suppliers and customers.
Also, the extent of openness has a positive relghip with the product innovation

output.

Prior studies discuss innovation processes as logiag or closed; and detail the

practice of open innovation in the innovation psEcey strategies like pooled R&D or
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technology transfer (Lichtenthaler and Lichtenth&@09, Dahlander and Gann 2010).
While some studies equate openness with the nuafletternal sources of innovation
used (Laursen and Salter 2006) others considemagsras revealing ideas previously
hidden inside a firm (Henkel 2006). However, a bmnaepresentation of firms’
openness misses the extent to which firms colldbokgh external parties. This study
contributes an analysis of the innovation procesgdhe extent to which the innovation
process is open at the different stages, as irienascwith external parties can vary
within a firm at different stages of innovation. Bging the IVC, this study shows that
within an organization, there are different levgi€xternal engagements or openness at
the various stages of the IVC; that is the natund axtent to which innovation
processes are open in firms differ by the stagé¢hefinnovation process. This has
implications for how organisations implement opemavation and for how open
innovation is researched. For example, managersmaayg to vary how they seek to

open the innovation process by stage of the inmmvatalue chain.

This study contributes to research that seeks ptagxwhy firms may not engage
in open innovation practices or are slow in adaptmd barriers to open innovation
adoption (Van de Vrande et al. 2009, Savitskayaalet2010) by showing that
managerial perceptions of external competitive atwelimit the practice of open
innovation, mostly at the conversion stage and watimpetitors in this industry context.
The perception aspect has been widely recognizedfesting individual behaviour in
fields like psychology and information systems domeahowever in organizational
studies it has received limited attention (Ong 3004is study presents an example of
how managerial perceptions impact and limit firmaf being open in their innovation
processes. This finding may extend the existinglaagiion of why firms may not

engage in some open innovation practices.

Highlighting that firms are selectively open in ithmnovation activities as their
innovations progress from conceptualization staggotmmercialization stage, the study
contributes to the innovation literature that theeat of external interactions in the
innovation process in Irish food firms is contingem the perceptions managers have
about being open and the stage of the innovatioogss as the innovation progresses in
the firm.

Marketing literature highlights that firms interacwith their suppliers,
manufacturers and customers for gathering marlksgghits (Dyer and Singh 1998, Klein

et al. 2007). With regard to the depth and breaafttopen innovation, the open
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innovation literature also outlines suppliers andtomers as collaboration partners in
practicing open innovation and asserts that thebeurof external collaborations is an
indicator and measure of the degree of open inimvadracticed by a firm (Laursen,
and Salter 2006, Vahter et al. 2012). While therditure on open innovation has
emerged largely independent of extant researchhén nharketing field, this study
contributes to the research on open innovationXpfoeing how the concept of open
innovation overlaps with the existing concept ofrkea orientation in the marketing

literature.

The study finds that being market driven, firmseratt with parties outside of
their organization owing to their orientation todsrthe market, for gathering market
insights to inform their innovations and managarsstregard market orientated external
interactions as synonymous with openness in thamovation process. But open
innovation is not just gathering market insightsjsi ‘the proportion of innovations
generated in co-operation collaboration with universities, research orgatses,
customers andor suppliers, other companies, venture capitalists and industry / cluster
associations or business assistance centres asemppw innovations that are entirely
generated within the company’ (Chesbrough 2006;12)1 Also recent studies argue
that introduction and practice of open innovatioaynbe meaningless for a firm unless
it is embedded into a firm’s innovation strategya(Waverbeke 2013). Thus by
exploring how the concept of open innovation reddtethe existing concept of market
orientation, this study contributes an argument #rdernal interactions for market

orientation can be regarded as indicators of openimethe innovation process.

Finally, this research contributes to the developine an emerging work that
extends the research on open innovation in nori‘kegh’ contexts. The open
innovation literature highlights that since the lgawork of Chesbrough, the
development of the open innovation paradigm hasgmlraeavily on research done in
specific contexts. The initial studies on the catceere descriptive and focused on
successful early adopters (Chesbrough and Crovib@s, Huston and Sakkab 2006).
However, as Huizingh (2011) argues all lessons atabe learnt from early adopters
and what is learnt may not be applicable to firns Hre followers therefore this study
by developing an emerging work on open innovatio®a inew sector contributes to the

open innovation literature.
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8.5 Limitations of the Research

As this study focused research on the food seatby, @ limitation of the study
was that the cases are limited to only one induskgtor and this restricts the
generalizability of the findings. Moreover gettiagcess for research in the food firms
and getting time with the senior managers to imésvwhem about the firms’ innovation
activities was very difficult and this resultedlimiting the number of interviewees in
each firm. Less number of interviews in each filspaestricted a detailed analysis in

the study.

Almost all firms that were interviewed detailed eoguct innovation as their
significant innovation that was then studied forderstanding their practice,
management and extent of open innovation. Althabghinterviewees did mention that
innovation in their businesses is much broader tvdy new product development yet
the significant innovation outlined was a produrttavation. This lack of variety of the
type of innovation detailed by the firms limitedpdoring any variations that may occur

in the practice of open innovation with regard iffedent types of innovation.

In analysing the community innovation survey dagxé¢ was inconsistency of the
data across European Union countries. This meanttitttwas difficult to analyse and
compare innovation activities of food firms in mad against other European Union
countries. Moreover, although CIS data 2002, 2@R96 and 2008 was sourced from
Eurostat, only CIS 2008 could be used for the staglyhe food sector firms could not
be identified in the pre-2008 CIS data. This liditthe use of available data in

conducting a detailed study.

More generally, given primarily the qualitative wma of the research the
traditional, statistical measures of reliabilityncat confirm the findings. The outcomes
of qualitative research cannot be viewed as facbgective truth given the nature of
the research that's the result of interactions betwthe researcher and the researched
(Silverman 2000). Thus it is not possible to brgadkeneralise the findings. The
findings however, highlight issues of interestiie toncerned community of academics

and practitioners.

8.6 Suggestions for Future Research

This research explores the extent to which innovapirocesses are open in firms;
however a more in depth study of opening up ofitim@vation process can detail how
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firms open their innovation activities. Moreoveretltonceptual ambiguity of open
innovation as outlined in this study, an instrumiiiatt measures openness of firms with
regard to defined criterions can help establistaseline of what being open is. Thus
future research that seeks to develop a measuranstniment for open innovation can

further clarify the ambiguity surrounding the copte

While this research identifies few factors on whilbh openness of the innovation
processes in firms is contingent on, there is Bohiinderstanding of the benefits versus
the problems of practicing open innovation. Futuresearch advancing the
understanding about the contingencies under whrelttiging open innovation is a

beneficial strategy would be worthwhile.

The unit of analysis of the study has been the,feramining the practice of open
innovation in firms as they develop their innovaso A detailed analysis of the open
innovations the firms do can be conducted by stuglyill the stakeholders involved in
the open innovation. For e.g. the suppliers, custsmretail partners or any other
external parties firms interact with for their inMaions can be studied to explore the

open innovation from different perspectives.

While the study focuses only on firm-level undemstiag of the practice of open
innovation, future research may look at exploringustry level dynamics of open
innovation practices. Practicing open innovationldeenhance knowledge sharing and
efficient innovations can be developed by colleztitilization of resources. How these
learning effects of open innovation practices anflevel can impacts the productivity

of the industry can be explored by further research

Methodologically speaking, this research examinbgs practice of open
innovation in firms only in a single sector andsthimits the generalizability of the
results to other sectors/ industries with chargsties different from the studied food
sector. Future research can therefore be aimedvastigating the practices of open
innovation by firms across different sectors. A pamative multiple case study design
may be helpful in exploring how open innovation gqiiges across the IVC vary in
different industries. Additionally, a longitudin&drge scale research design may shed

more light on the factors influencing the practid@pen innovation along the IVC.
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8.7 Implication for Practice and Policy

For Managers

This research is of value to managers who praaticevation and engage in the
management of interactions both external and iatetaring the process of innovation,
as it indicates the potential factors that may iotghe practice and management of
open innovation activities by firms. It identifi@sfew contingencies, which potentially

have a bearing on the practice and managemeng afén innovation paradigm.

The study recognizes the impact managerial pexepthave upon innovation
activities and how interactions vary at differetdges as the innovation progresses.
Understanding managerial perceptions about innowasind interactions involved in
innovation can enable unbiased assessment of the, mmaportance and practice of

opening the innovation process by the firms.

Recognizing the variations in the interactionshat different phases of innovation
can help tailoring management practices indiviquédr each phase that can further
facilitate a better understanding and flexible pca&c and management of open

innovation.
For Policy Makers

Recognising research and innovation as the key donamic recovery the
government has placed it at the centre of its Z1@dilegy. Government reports like EU
Framework Programme for Research and Innovatietand’s Strategy and Target for
Participation (2014-2020) and Sharing our Futurglahd 2025 (2009) and Strategy for
Science, Technology and Innovation 2006-2013 (200&)asingly outline Ireland’s
ambition to become a ‘smart’ economy and leadeiniovation and that one of the
central pillars of the government’s current ecoropwlicy in Ireland is to develop the

innovation capacity of Irish firms.

The government also recognizes that collaboratimha-operation between firms
is a fertile source of innovation. To prosper aeglelop in the coming decade, the Irish
food and drink industry must itself become ‘smamiphasises the Food Harvest 2020
report. This involves developing new working redagships in the food chain,
channelling new product streams, directing its ueses at new markets and augmenting
levels of productivity and competitiveness. Theomegfurther suggests that strong,
dynamic linkages with public research organisati@amsl sophisticated technology

transfer will be fundamental to continuing an inatve environment and improving the
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competitiveness of the sector. The sector showcetore work towards getting ‘smart’
and must recognise new opportunities for collabonadcross the food supply chain and
with other competitors.

The insights presented in this study can help fibeder understand the practice,
management and extent of open innovation and cailitdee them to develop and
benefit from collaborative innovation opportunitiggssibly with a greater likelihood

of success.

Since activities and initiatives of the private teecultimately define innovation
policies, it is vital that policy mirrors this ewdlon. While large companies have acted
as the engines of innovation on which innovatioficges have relied previously, this
study shows that the innovation processes in fiineslve contributors outside their
organizations. Therefore, innovation policy alsoedw to look beyond single
organizations, i.e. development of an innovatiolicgan the context of an increasingly
open approach to innovation. Policies might inclug®ovation policies that focus on
education and human capital development by supmgprinhanced mobility during
graduate training; financing open innovation; sugipg the formation of university
spin-offs to commercialise research discoveriesteiasing the pool of funds available
for venture capital investment; and adoption of aabced approach to intellectual
property, by reducing transaction costs for intgllal property or by fostering the
growth of IP intermediaries. Government can alggpsut private commercialisation of
government funded technologies and initiate the afsepen innovation processes in

government procurement.
Concluding Remark

Innovation is a subject of increasing importancgaternment level, at industry
level, at company level and at project level. Whikcades of research has examined
and discovered its varying aspects, innovatiortiiiscensidered as a managerial black
box, with much to be revealed. The findings of tiigdy contribute to the exploration

of the concept of innovation a bit further.
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Appendix 1: Community Innovation Survey Questiaienai

The Community Innovation Survey 2008
(CIS 2008)

THE HARMONISED SURVEY QUESTIONNAIRE

The Community Innovation Survey 2008 FINAL November 28, 2008

This survey collects information on your enterprise’s innovations and innovation activities between 2006
and 2008 inclusive.

An innovation is the introduction of a new or significantly improved product, process, organisational
method, or marketing method by your enterprise. The innovation must be new to your enterprise, although
it could have been originally developed by other enterprises.

The questions on innovation activities only refer to product and process innovations.

Please complete all questions, unless otherwise instructed.

Person we should contact if there are any queries regarding the form:

Name:

Job title:
Organisation:
Phone:

Fax:

E-mail:
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1. General information about the enterprise

Name of enterprise ID
Address' NUTS
Postal code Main activity? NACE

1.1 In 2008, was your enterprise part of an enterprise group? (A group consists of two or
more legally defined enterprises under common ownership. Each enterprise in the group can
serve different markets, as with national or regional subsidiaries, or serve different product

markets. The head office is also part of an enterprise group.) GP
Yes O In which country is the head office of your group located? 3 HO
No O

If your enterprise is part of an enterprise group: Please answer all further questions only for
the enterprise for which you are responsible in [your country]. Exclude all subsidiaries or parent
enterprises.

1.2 In which geographic markets did your enterprise sell goods and/or services
during the three years 2006 to 2008?

Yes No
A. Local / regional within [your country] O O MARLOC
B. National (other regions of [your country]) O O MARNAT
C. Other European Union (EU), EFTA, or EU candidate countries* O O MAREUR
D. All other countries O O MAROTH
Which of these geographic areas was your largest market in LARMAR
It:tt[r(:r? of turnover between 2006 and 20087 (Give corresponding

*: Include the following countries: Austria, Belgium, Bulgaria, Croatia, Cyprus, Czech Republic, Denmark, Estonia, Finland,
France, Germany, Greece, Hungary, Iceland, Italy, Ireland, Latvia, Liechtenstein, Lithuania, Luxembourg, Macedonia, Malta,
Netherlands, Norway, Poland, Portugal, Romania, Slovenia, Slovakia, Switzerland, Turkey, Spain, Sweden and the United
Kingdom.

TNUTS 2 code
2 NACE Rev.2 (4 digit code)
3Country code according to ISO standard
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2. Product (good or service) innovation

A product innovation is the market introduction of a new or significantly improved good or
service with respect to its capabilities, user friendliness, components or sub-systems.

» Product innovations (new or improved) must be new to your enterprise, but they do not
need to be new to your market.

» Product innovations could have been originally developed by your enterprise or by other
enterprises.

2.1 During the three years 2006 to 2008, did your e  nterprise introduce:

Yes No

New or significantly improved goods. (Exclude the simple resale of new goods
purchased from other enterprises and changes of a solely aesthetic nature.) O O INPDGD
New or significantly improved services. O O INPDSV

If no to both options, go to section 3, otherwise:
2.2 Who developed these product innovations?
Select the most appropriate option only INPDTW
Mainly your enterprise or enterprise group O
Mainly your enterprise together with other enterprises or institutions O
Mainly other enterprises or institutions O

2.3 Were any of your product innovations during the three years 2006 to 2008:
Yes No

New to Your enterprise introduced a new or significantly imprpved good . O NEWMKT
your or service onto your market before your competitors (it may have
market? already been available in other markets)

Only new  Your enterprise introduced a new or significantly improved good . O NEWFRM
to your or service that was already available from your competitors in
firm? your market

Using the definitions above, please give the percen  tage of your total turnover 4
in 2008 from:

New or significantly improved goods and services introduced during 2006 to 2008 that TURNMAR
were new to your market Djj %
New or significantly improved goods and services introduced during 2006 to 2008 that TURNIN
were only new to your firm Djj %
Goods and services that were unchanged or only marginally modified during 2006 to TURNUNG

2008 (include the resale of new goods or services purchased from other enterprises
< : : "=

Total turnoverin2008  [1]0]0] %

4 For Credit institutions: Interests receivable and similar income, for insurance services: Gross premiums written
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3. Process innovation

A process innovation is the implementation of a new or significantly improved production
process, distribution method, or support activity for your goods or services.

» Process innovations must be new to your enterprise, but they do not need to be new to
your market.

» The innovation could have been originally developed by your enterprise or by other
enterprises.
» Exclude purely organisational innovations — these are covered in section 8.

3.1 During the three years 2006 to 2008, did your e  nterprise introduce:

Yes No
New or significantly improved methods of manufacturing or producing goods or O O  INPSPD
services
New or significantly improved logistics, delivery or distribution methods foryour @3 @  INPSLG
inputs, goods or services

New or significantly improved supporting activities for your processes, such as O O  INPSSU
maintenance systems or operations for purchasing, accounting, or computing

If no to all options, go to section 4, otherwise:
3.2 Who developed these process innovations?

Select the most appropriate option only INPCSW
Mainly your enterprise or enterprise group O
Mainly your enterprise together with other enterprises or institutions O
Mainly other enterprises or institutions O
3.3 Were any of your process innovations introduced between 2006 and 2008
new to your market?
INPSNM
Yes O
No O
Do not know O

4. Ongoing or abandoned innovation activities for p rocess and product
innovations

Innovation activities include the acquisition of machinery, equipment, software, and licenses;
engineering and development work, industrial design, training, marketing and R&D when they are
specifically undertaken to develop and/or implement a product or process innovation. Also include
basic R&D as an innovation activity even when not related to a product and/or process
innovation.
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4.1 During 2006 to 2008, did your enterprise have a ny innovation activities that
did not result in a product or process innovation b ecause the activities were:

Yes No
Abandoned or suspended before completion O O INABA
Still ongoing at the end of the 2008 O O INONG

If your enterprise had no product or process innova tions or innovation
activity during 2006 to 2008 (no to all options in guestions 2.1, 3.1, and
4.1), go to section 8.

Otherwise, go to section 5

5. Innovation activities and expenditures for proce ss and product innovations

5.1 During the three years 2006 to 2008, did your e nterprise engage in the
following innovation activities:

Yes No
In-house R&D Creative work undertaken within your enterprise to increase the
stock of knowledge for developing new and improved products
and processes (include software development in-house that
meets this requirement)

O 0O RRDIN

If yes, did your enterprise perform R&D during 2006 to 2008: RDENG
Continuously (your enterprise has permanent R&D staff in-house)
O
External R&D Same activities as above, but performed by other enterprises
(mcludmg othgr enterprises or subgd@nes within your group) or O O RRDEX
by public or private research organisations and purchased by
your enterprise
Acquisition of Acquisition of advanced machinery, equipment and computer
machinery, hardware or software to produce new or significantly improved
: O 0O RMAC
equipment and products and processes
software
Acquisition of Purchase or licensing of patents and non-patented inventions,
external knowledge know-how, and other types of knowledge from other enterprises
C . O 0O ROEK
or organisations for the development of new or significantly
improved products and processes
Training for Internal or external training for your personnel specifically for
innovative activities the development and/or introduction of new or significantly O 0O RTR

improved products and processes

Market introduction Activities for the market introduction of your new or significantly
of innovations improved goods and services, including market research and O O RMAR
launch advertising

Other Other activities to implement new or significantly improved
products and processes such as feasibility studies, testing, 0 RPRE
routine software development, tooling up, industrial engineering,
etc.
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5.2 Please estimate the amount of expenditure fo  r each of the following four
innovation activities in 2008 only.  (Include personnel and related costs)®

If your enterprise had no expenditures in 2008, please

fill in ‘0

In-house R&D (Include capital expenditures on buildings and | | RRDINX
equipment specifically for R&D)

Purchase of external R&D | | RRDEXX
Acquisition of machinery, equipment and software (Exclude RMACX
expenditures on equipment for R&D)

Acquisition of external knowledge | | ROEKX
Total of these four innovation expenditure categories | | RTOT

5.3 During the three years 2006 to 2008, did your e nterprise receive any public
financial support for innovation activities from th e following levels of
government? Include financial support via tax credits or deductions, grants, subsidised
loans, and loan guarantees. Exclude research and other innovation activities conducted
entirely for the public sector under contract.

1 Yes No

Local or regional authorities O O FUNLOC

Central government (including central government agencies or ministries) O O  FUNGMT

The European Union (EU) O O FUNEU
If yes, did your enterprise participate in the EU 6% or 7" Framework 0 O  FUNRTD

Programme for Research and Technical Development?

6. Sources of information and co  -operation for innovation activities

6.1 During the three years 2006 to 2008, how import ant to your enterprise’s
innovation activities were each of the following in formation sources? Please
identify information sources that provided information for new innovation projects or
contributed to the completion of existing innovation projects.

2 Degree of importance

Tick ‘not used’ if no information was obtained from a source.

Information source High Medium Low  Not

used
Internal Within your enterprise or enterprise group O O O O SENTG
Market Suppliers of equipment, materials, SSuP

sources components, or software

5Give expenditure data in 000’s of national currency units to eight digits.

Vi
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Clients or customers O O O SCLI
Competitors or other enterprises in your 0 O SCOM
sector
Conspltapts, commercial labs, or private 0 O O O SINS
R&D institutes
Institutional Universities or other higher education SUNI
sources institutions
Government or public research institutes SGMT
Other Conferences, trade fairs, exhibitions SCON
sources o ,
Scientific journals and trade/technical sJou
publications
Professional and industry associations SPRO

6.2 During the three years 2006 to 2008, did

your e

nterprise co-operate on any of

your innovation activities with other enterprises o r institutions?  Innovation co-
operation is active participation with other enterprises or non-commercial institutions on
innovation activities. Both partners do not need to commercially benefit. Exclude pure

contracting out of work with no active co-operation.

Yes O
No O (Please go to question 7.1)

6.3 Please indicate the type of innovation co-opera

00

tion partner by location

(Tick all that apply)

Type of co-operation partner [Your Other* United Ching All otl1er
country] Europe* States orlindia countries

A. Other enterprises within your enterprise group O Co11 0O Co12 CoD13 Clo:; 4 O Co15
B. Sol:ppliers of equisp(;nﬂewr:;ematerials, components, OCo2! [ Co22 CoD23 Clo:;4 0 Co25
C. Clients or customers 00Co3! [ Co32 CoD33 Clo:;4 0 Co35
D. Competitors or other enterprises in your sector 00 Co4! [ Cod2 CEIB Clo:z|14 O Cod5
Ilis i.i‘,tz?::ltants, commercial labs, or private R&D OCo57 O Co52 CE53 Clo:l54 O Co55
F. Universities or other higher education institutions 5 ~061 O cos2 C0D63 Clo:£|54 O Co65
G. Government or public research institutes OCo7! [ Co72 C0D73 CI0:|74 0 Co75

¥ Include the following European Union (EU) countries, EFTA, or EU candidate countries: Austria, Belgium, Bulgaria,
Croatia, Cyprus, Czech Republic, Denmark, Estonia, Finland, France, Germany, Greece, Hungary, Iceland, Italy, Ireland,
Latvia, Liechtenstein, Lithuania, Luxembourg, Macedonia, Malta, Netherlands, Norway, Poland, Portugal, Romania, Slovenia,
Slovakia, Switzerland, Turkey, Spain, Sweden and the United Kingdom.
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Appendix 1: Community Innovation Survey Questiaienai

6.4 Which type of co-operation partner did you find the most valuable for your
enterprise’s innovation activities?  (Give corresponding letter) PMOS

7. Innovation objectives during 2006-2008

7.1 How important were each of the following object  ives for your activities to
develop product (good or service) or process innova tions between 2006 and
20087

If your enterprise had several projects for prodwatd process innovations, make an overall
evaluation

High Medium Low  Not relevant

Increase range of goods or services O O O O ORANGE
Replace outdated products or processes O O O O OREPL
Enter new markets O O O O OENMK
Increase market share O O O O OIMKS
Improve quality of goods or services O O O O OQUA
Improve flexibility for producing goods or O O O O OFLEX
services

Incre_ase capacity for producing goods or O O O O OCAP
services

Improve health and safety O O O O OHES
Reduce labour costs per unit output O O O O OLBR

8. Organisational innovation

An organisational innovation is a new organisational method in your enterprise’s business
practices (including knowledge management), workplace organisation or external relations that
has not been previously used by your enterprise.

» |t must be the result of strategic decisions taken by management.

» Exclude mergers or acquisitions, even if for the first time.

8.1 During the three years 2006 to 2008, did your e nterprise introduce:

Yes No

New business practices for organising procedures (i.e. supply chain
management, business re-engineering, knowledge management, lean
production, quality management, etc)

O O ORGBUP

New methods of organising work responsibilities and decision making (i.e.

first use of a new system of employee responsibilities, team work, O O ORGWKP
decentralisation, integration or de-integration of departments, education/training

systems, etc)

New methods of organising external relations with other firms or public O O ORGEXR

institutions (i.e. first use of alliances, partnerships, outsourcing or sub-
contracting, etc)

If no to all options, go to section 9.
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Appendix 1: Community Innovation Survey Questiaienai
Otherwise, go to question 8.2

8.2 How important were each of the following object ives for your enterprise’s
organisational innovations introduced between 2006 and 2008 inclusive?

If your enterprise introduced several organisational innovations, make an overall evaluation

. . Not

1 High Medium Low relevant
Reduce time to respond to customer or supplier O O O O ORORED
needs
Improve ability to develop new products or m| m| O O OROABL
processes
Improve quality of your goods or services OROQUA
Reduce costs per unit output ORORCO
Improve communication or information sharing O OROCIN
within your enterprise or with other enterprises or
institutions

9. Marketing innovation

A marketing innovation is the implementation of a new marketing concept or strategy that differs
significantly from your enterprise’s existing marketing methods and which has not been used
before.
» It requires significant changes in product design or packaging, product placement,
product promotion or pricing.
» Exclude seasonal, regular and other routine changes in marketing methods.

9.1 During the three years 2006 to 2008, did your  enterprise introduce:
Yes | No

Significant changes to the aesthetic design or packaging of a good or service Ol o MKTDGP
(exclude changes that alter the product’s functional or user characteristics —
these are product innovations)

New media or techniques for product promotion (i.e. the first time use of a O O | mkTPDP
new advertising media, a new brand image, introduction of loyalty cards, etc)

New methods for product placement or sales channels (i.e. first time use of O 0O | mkTPDL
franchising or distribution licenses, direct selling, exclusive retailing, new
concepts for product presentation, etc)

New methods of pricing goods or services (i.e. first time use of variable pricing | O O | MKTPRI
by demand, discount systems, etc)

If no to all options, go to section 10.
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Otherwise, go to question 9.2

9.2 How important were each of the following object  ives for your enterprise’s
marketing innovations introduced between 2006 and 2 008 inclusive?

If your enterprise introduced several marketing innovations, make an overall evaluation

9 High | Medium | Low regg;nt
Increase or maintain market share O O O O OMKTS
Introduce products to new customer groups O O O O OMKTCG
Introduce products to new geographic markets O O O O OMKTGM

10. Innovations with environmental benefits

An environmental innovation is a new or significantly improved product (good or
service), process, organizational method or marketing method that -creates
environmental benefits compared to alternatives.

* The environmental benefits can be the primary objective of the innovation or the
result of other innovation objectives.

« The environmental benefits of an innovation can occur during the production of
a good or service, or during the after sales use of a good or service by the end
user.

10.1 During the three years 2006 to 2008, did your  enterprise introduce a product
(good or service), process, organisational or marke ting innovation with any of
the following environmental benefits?

Yes No
Environmental benefits from the production of goods or services within your enterprise
Reduced material use per unit of output O O ECOMAT
Reduced energy use per unit of output O O ECOEN
Reduced CO, ‘footprint’ (total CO, production) by your enterprise O O ECOCO
Replaced materials with less polluting or hazardous substitutes O 0O ECOSuB
Reduced soil, water, noise, or air pollution O O ECOPOL
Recycled waste, water, or materials O O ECOREC
Environmental benefits from the after sales use of a good or service by the end user
Reduced energy use O O ECOENU
Reduced air, water, soil or noise pollution O O ECOPOS
Improved recycling of product after use O O ECOREA



Appendix 1: Community Innovation Survey Questiaienai

10.2 During 2006 to 2008, did your enterprise intro  duce an environmental
innovation in response to:

Yes No
Existing environmental regulations or taxes on pollution O O ENREG
Environmental regulations or taxes that you expected to be introduced in the O O ENREGF
future
Availability of government grants, subsidies or other financial incentives for O O ENGRA
environmental innovation
Current or expected market demand from your customers for environmental O O ENDEM
innovations
Voluntary codes or agreements for environmental good practice within your O O ENAGR
sector

10.3 Does your enterprise have procedures in place to regularly identify and
reduce your enterprise’s environmental impacts? (For example preparing
environmental audits, setting environmental performance goals, ISO 14001
certification, etc).

ENVID

O Yes: implemented before January 2006

O Yes: Implemented or significantly improved after January 2006
O No

11. Basic economic information on your enterprise

11.1 What was your enterprise’s total turnover for 2006 and 2008?¢ Turnover is defined as the
market sales of goods and services (Include all taxes except VAT?).

2006 2008
TURNO6 TURNOS8
11.2 What was your enterprise’s total number of employees in 2006 and 200878
2006 2008
EMP06 EMPO8

6 Give turnover in ‘000 of national currency units to nine digits.
7 For Credit institutions: Interests receivable and similar income; for Insurance services: Gross premiums written
8 Annual average. If not available, give the number of employees at the end of each year. Give figures to six digits.
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Appendix 2: Interview Guide

Interview guide

Date:

Firm:

Number of employees in the organization:
Participant/ Title:

Duration:

Most Significant Innovation

By innovation | mean any change associated withcthation and adoption of ideas that are
new-to-world, new-to-nation/region, new-to-industnynew-to-firm. It could be any new or
significantly improved product or service, or anymafacturing or marketing process or
perhaps introduction of any new managerial/orgamnal method (Nesta, UK).

1. Would you like to tell me about the most significamovation in your firm/ business
unit? Be it a product/process/organizational intiova Its complete story, of how it
came about, who was involved, how it evolved andmplemented?

(Purpose of metrics: Checklist (with dates

Innovation description

Origins/Idea

Were there other competing ideas?

Why and how was this chosen?

How it developed?

How was it implemented?

How long did it take to develop and implement?

How was it organized?

Who was involved?

-Internal

-External

Who championed? Were there designated task forces?
Are senior managers involved?

Are there rewards for employees/customers/supdlensnovative suggestions?

How are decisions related to opening up the innomngirocess taken? (Budgets,
Limits)
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Any organisational or industry or market resistaocbkarriers
Costs of doing it

Did the innovation meet its objectives? (What otiyes do you generally aim to
achieve through your innovation activities?

Prompt list-

Focus on radical or incremental innovation

Increasing the range of goods or services

Replacing outdated processes or products

Entering new market

Increasing market share

Improving quality of good / services / practices

Improving health and safety

Reducing costs

How did you measure its effectiveness? (How do ygmnerally measure the
effectiveness of your innovation activities?

Prompt list-

Innovation outcomes (new products, processes etc)
On-going and abandoned innovation activities
Costs involved

Risks involved

Time to market

Diversity of partners

Diversity of collaboration forms

Extent of management’s involvement

Extent of knowledge exchange

Extent of employees’ abilities to start, executd alose collaborative interactions)

| am interested in the role of external people andfganizations in this innovation

2.

Is innovation changing in your firm? | mean arer¢heore interactions and greater role
of outsiders in the innovation process?
Would you like to tell me if resources from outsideyour organization like inputs

from customers, suppliers; other organizationgdohnical expertise/consultancy/scale
up facility etc. significantly influenced this inmation in any way? Please elaborate

(who, when)
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OR If you would like to tell me about any open imation that your firm has done? Its
complete story like your previous description (Byea innovation | mean creation of
any knowledge, products or services by interactath parties outside of your
organization)

Interaction when innovating may be with -

Suppliers of equipment, materials or components

Clients or customers

Competitors or other enterprises in your sector

Consultants,

Commercial labs or private R&D institutions

Government or public research institutes

Universities/labs

(Purpose of metrics: how open is the innovation psgc

3.  What knowledge / information do you share with thparties? While what knowledge
/ information do you not share and why?
(Purpose of metrics: Reasons for limits to opening ar not opening up their

innovation process

4. How does exchange of knowledge / interactions takese within departments in your
organization? Does that impact the exchange of keubye with outsiders?
(Is there facilitation for interdepartmental and ioter-organizational interactions for

knowledge/ information exchange?)
(Purpose of metrics: does market orientation impagtsn innovation

Specifically one source of knowledge is customsos,

5. Do you get/ how often do you get feedback fromryaustomers about your products
and services? Has the feedback ever necessitatetd yateract with outsiders to meet
customers’ demandgPrompts - like outsourcing, collaborating égtc.

(Purpose of metrics: does market orientation impagtsn innovation
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Appendix 3: Research Participation Letter

DCU

Date

Dear Mr/Ms ABC,

We would like to invite you to participate in a @a@sch project that is examining the successful
management of innovation in Irish firms. BCU Business Schoale are studyindnow firms
manage for product, process and organisational innovation; how innovations get identified,
selected, developed and commercializadd the extent to which firms collaborate in their
innovation activities

We are seeking your participation in this resedrebause of the reputation your firm has for
innovation and because of the importance of yaor fo the food and drinks sector in Ireland.

The main advantages f&YZ injoining the research project are as follows:

* You will be invited to a workshop on tianagement of Innovaticet DCU Business
School At the workshop you will hear from leading intational academics who have
studied the management of innovation. It will disoan opportunity for you to meet
with other managers and to share your experierfa@sioaging innovation. This
workshop will take place when we have completedsthdy of significant innovations
in Irish firms (autumn, 2013).

* You are supporting academic researcB@t Business Schaol

Participation in the project involves:

» Facilitating DCU researchers to study a signifiaanbvation inXYZ Our researcher
would interview those involved in managing the imaibon.

We would welcome the opportunity for a member of e@esearch team, Ms Anushree
Priyadarshini, ©&©CU O’Hare PhD Scholarto meet with you to discuss this project in more
detail. Anushree will follow-up with a phone cail the next week in order to arrange an
appointment.

Yours sincerely,

Professor Colm O’Gorman Dr Yuhui Gao Muushree Priyadarshini
Associate Dean for Research  Lecturer in Marketing ~ O’Hare PhD Scholar

DCU Business School DCU Business School DCU Business School
colm.ogorman@dcu.ie yuhui.gao@dcu.ie anushree.priyadarshini2z@mail.dcu.ie
+353 1 7006941 +353 1 AEB +353 876988570
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Appendix 4: Interview Consent Form

DCU

DUBLIN CITY UNIVERSITY
Informed Consent Form

Research Study -Understanding how firms practice open innovation.

Investigators

Ms. Anushree Priyadarshini, Business School, DuBlty University
Dr. Yuhui Gao, Business School, Dublin City Uniugrs

Prof. Colm O’Gorman, Business School, Dublin Cityikérsity

| agree to participate in the research study tkaexploring the process of open
innovation in Irish food and beverage firms. Thissearch aims to enhance the
understanding of how firms practice open innovatibhe way firms manage for the
open innovation process and how does market otientplays a role in it. | understand
the purpose and nature of this study and | amgpaating voluntarily.

| give my permission for the data to be used inghecess of completing a Doctorate
Degree, including a dissertation and any otherréupublications that may arise from
this research.

| also grant permission for the interview to beeihpl understand that the tapes will be
transcribed for the purpose of ensuring that alingf answers are recorded accurately
and eliminating any ambiguities in data collecti@fi.information will be treated with
strict confidentiality. Data identifying the subjecshall be removed and replaced by
code identifier that will help to further procesetdata. The transcripts as well as the
recordings shall be destroyed once the study igtetisd.

| have understood the information about this study. questions and concerns have

been answered by the researchers, and | have aofapis consent form. Therefore, |
consent to take part in this research project

Participants Signature:

Name in Block Capitals:

Date:
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DUBLIN CITY UNIVERSITY
Plain Language Statement

I. Research Study

Understanding how firms practice open innovation.
Investigators

Ms. Anushree Priyadarshini, Business School, DuBlty University
Dr. Yuhui Gao, Business School, Dublin City Univers

Prof. Colm O’'Gorman, Business School, Dublin Cityikérsity

Introduction

You have been invited to participate in a reseanrdject. The study is part of the research conduate
Dublin City University Business School, funded e tDaniel O’'Hara PhD scholarship fund under the
NDP programme. Your participation and time is hjgtdgarded by the researchers. To guarantee you a
good experience during the study, and before yaiddeo participate, in order to familiarize youfses

to why the study in being undertaken, how is itstiired and what are you expected to do while takin
part please read the following information.

The aim of this research is to to enhance the stalading of how firms practice open innovation. The
way firms manage for the open innovation processstenw does market orientation plays a role in it.

Il. Details of what involvement in the research stdy will require

Interviews of the participants shall be taken aapktrecorded at their respective offices, and thetin

of the interviews shall be approximately 60 minutes

During this interview | will ask the participant tdentify a specific important innovation that has
occurred in their firm. | will then ask some genepaestions about innovation in their firm.

Ill. Potential risks to participants from involvement in the research study (if greater than that
encountered in everyday life)

There is no risk forecasted during the study. Heweif you feel any inconvenience, please notifoit
the researcher at any stage of the study.

IV. Benefits (direct or indirect) to participants from involvement in the research study
There are no benefits expected.

V. Advice as to arrangements to be made to protectonfidentiality of data, including that
confidentiality of information provided is subject to legal limitations

If you decide to take part of this study, all infaation will be treated with strict confidentialitin order

to reduce the risk of any person being identifiedirty the research, the person would be anonymised
prior to the interview. A unique identifier for daperson prior to the interview would be allocatedl
only the identifier will be used to further procdbe data. Data will be stored in the DCUBS buiddin
kept with confidentiality and only granting accésdhe research team identified above. At evergestaf

the process, data will be treated with confideityiglsubject to legal limitations) and the anonyymif
participants will be ensured.

VI. Advice as to whether or not data is to be destryed after a minimum period

The materials and data collected will be storethenDCUBS facilities for 3 years. However, any @mt
details will be removed. Only the research team bemnidentified above will have access to the data.
The transcripts as well as the recordings shaltiéstroyed once the study is completed. Data will be
disposed off only by the researchers identifiedvatafter the completion of the study.

VII. Statement that involvement in the research stdy is voluntary
Subjects have the right to participate or not ia study, and will have the right to withdraw frohret
study at any stage.

VIII. Any other relevant information
If you have any concerns about this study pleasentacb Anushree Priyadarshini
(anushree.priyadarshini2@mail.dci.ier Dr. Yuhui Gao or Prof. Colm O’Gorman.
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