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Abbreviations and Glossary
MFTI - Market for Technology and Ideas
Innomediary – Open Innovation Intermediaries, like InnoCentive, NineSigma etc.
SCA – Svenska Cellulosa Aktiebolaget (Swedish Cellulose Corporation)
Seeker – The company/organization that uses an innomediary to look for solutions.
Solver – Members of the solver network provided by the innomediary.
Challenge – A request for solution posted by the seeker at InnoCentive’s website.
-

RTP – Reduction to Practice

-

eRFP – Electronic Request for Proposal

Modularity – “a continuum describing the degree to which a system’s components can be
separated and recombined “1
IP: Intellectual Property, such as copyrights, patents and other intangible assests
R&D: Research and Development

1

Schilling, M.A. 2000. Towards a general modular systems theory and its application to inter-firm product
modularity. Academy of Management Review, Vol 25. p.312.
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1. Introduction
”The returns from this way of working with innovations have
been far greater than what we are paying for it.”
Bengt Järrehult, Director of Innovation and Knowledge, SCA, 2011

1.1 Background: Open Innovation; New
Opportunities and Challenges
As a result of the extensive research surrounding innovations, innovations have
been divided into different subcategories or approaches with respect to the
innovation process. A topical approach is Open Innovation2, which refers to, among
other things, a process where external partners are included in the innovation
processes and management3. The central ideas behind Open Innovation are that
companies can no longer afford to only rely on its own research to stay
competitive and that there is a whole world filled with knowledge and new ideas
waiting to be shared, that can be exploited by anyone who knows how to find and
use it4.
The Open Innovation paradigm implies both new opportunities and new
challenges for innovating companies.

2

Chesbrough, H.W. Gassmann, O. Enkel E (2009) Open R&D and Open Innovation. R&D Management
39, 4
3 Chesbrough, H.W. (2003) The Era of Open Innovation. MIT Sloan Management Review.
4 Chesbrough, H.W. (2003). Open Innovation: The new imperative for creating and profiting from
technology. Boston: Harvard Business School Press, p. 24

1

1.1.1 The Promises of a Global Network of Experts
The promises of Open Innovation networks and markets for technologies and
ideas (short: MFTI)5, include the potential for a “connected” company to tap a huge
global network of experts and leading-edge technology providers of all kinds and
the ability to use their knowledge and ideas in problem solving, process
improvements and new product development activities6. The potential benefits of
having such an ability should be obvious; just imagine what you can do when you
are an expert at everything you do.
Using a market instead of new hires to add knowledge and expertise to an
organization can also have significant benefits; it can open up for the possibility to
only pay for tangible results7, instead of as before, paying in-house researchers for
their time and effort; which might result in nothing.
It is also conceivable that outsourcing research and ‘non-core’-problem solving to
an external market can reduce the need for having a broad set of competencies and
technical skills within an organization and this can free up precious time and
resources, letting companies focus more on their core strengths.
The new promises of the Open Innovation era and its new markets for technology
and ideas are great indeed. However, as always when things seem too good to be
true, they probably are. Technology and knowledge markets are, sadly, not an
exception. There are a number of complex challenges that need to be overcome
before the above promises can become reality8.

1.1.2 Challenges: Buying knowledge is not simple.
Knowledge, technology and idea markets and transactions are plagued with
information asymmetries, trust issues and large differences in bargaining strength

Arora, A., Fosfuri, A. & Gambardella, A. (2001) Markets for Technology – The Economics of
Innovation and Corporate Strategy. The MIT Press. Cambridge, Massachusetts.
6 Chesbrough, H.W. Appleyard, M.M. (2007) Open Innovation and Strategy. California Management
Review. Vol. 50, (1)
7 Arora, A., Fosfuri, A. & Gambardella, A. (2001) Markets for Technology – The Economics of
Innovation and Corporate Strategy. The MIT Press. Cambridge, Massachusetts.
8 ibid
5
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between buyer and seller9,10. There are also significant transaction costs
associated with the transfer of technology and knowledge, such as costs of
articulating tacit knowledge, costs for negotiating terms for a purchase or licensing
agreement and costs for transferring and adapting knowledge or technology to fit
new, unique situations11,12,13. A technology buyer will also need to have sufficient
absorptive capacity to be able to understand, evaluate, adapt and implement new
external solutions14.

1.1.3 Open Innovation and MFTIs in practice
About 10 years ago, we could see new marketplaces and networks for technology
and ideas being created by a new breed of Open Innovation companies, calling
themselves innovation intermediaries (short: innomediaries)15,16. Belonging to their
ranks are the companies InnoCentive, NineSigma and YourEncore, among others.
These companies make it their mission to help their clients find and connect with
outside experts and technology providers.
Although these knowledge and technology markets have existed for quite some
time, their use has not been particularly common outside of highly technological
fields such as pharmaceutics, bioengineering and electronics17. The markets, the
networks, and the volume of technology transactions are, however, growing18 and

Arora, A., Fosfuri, A. & Gambardella, A. (2001) Markets for Technology – The Economics of
Innovation and Corporate Strategy. The MIT Press. Cambridge, Massachusetts.
10 Fosfuri, A. & Giarratana, M.S. (2010) Introduction: Trading under the Buttonwood – a foreword to
the markets for technology and ideas. Industrial and Corporate Change, Volume 19, Number 3.
11 Teece, D.J. (1986) Profiting from Technological Innovation: Implications for Integration,
Collaboration, Licensing and Public Policy. Research Policy 15.University of California. Berkeley. pp:
285-305.
12 Arora, A., Fosfuri, A. & Gambardella, A. (2001) Markets for Technology – The Economics of
Innovation and Corporate Strategy. The MIT Press. Cambridge, Massachusetts.
13 Gambardella, A. (2002) Successes and Failures in the Markets for Technologies. Oxford review of
Economic Policy. Vol. 18. No (1).
14 Cohen, W. & Levinthal, D. (1990) Absorptive capacity: a new perspective on learning and
innovation. Administrative Science Quarterly, 35, 128–152.
15 Howells, J. (2006) Intermediation and role of intermediaries in innovation, Research Policy, vol. 35
16 http://www.innocentive.com/about-innocentive/facts-stats, 2011-05-03
17 Fosfuri, Andrea & Giarratana, Marco S (2010) Introduction: Trading under the Buttonwood – a
foreword to the markets for technology and ideas. Industrial and Corporate Change, Volume 19,
Number 3.
18 http://www.innocentive.com/about-innocentive/facts-stats, 2011-05-23
9
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their use is starting to be seen outside of the ‘high-tech’ industries19. This leads us
to believe that somehow the challenges described in chapter 1.2.1 above are being
overcome - or at the very least, one can assume that suitable applications for the
technology markets and network providers are being figured out. Which of these
are true however, remains to be discovered.

1.2 Problem Statement, Purpose of Thesis, and
Contribution.
It seems that academic literature has not yet had time to catch up with these new
trends. While a number of researchers (Chesbrough20, Ashish, Arora and
Gambardella21, among others) have delved deeper into the implications of the
Open Innovation paradigm and markets for technology and ideas on a larger scale,
the economic implications for individual companies using Open Innovation tools in
their research and development are, to date, not particularly well understood.
Rather “basic” questions such as “What organization design is the best fitted for
firms imbued in MFTI’s?“

22

and “How can firm incentives push members to exploit

the opportunities of MFTI fully?”23 are still left to be answered by academia.
Rosenburg and Steinmueller argue that failing to incorporate external R&D can put
a company at a severe competitive disadvantage24, which makes finding out how
the markets are best used all the more important. Also, it does not seem too farfetched to believe that the benefits a Seeker can derive from an innovation
network will increase as the network grows. Being an early adopter and having a
streamlined and efficient process for utilizing the networks to their full potential
may therefore prove to be a significant source of competitive advantage.

Chesbrough, H.W & Kardon Crowther, A. (2006) Beyond High Tech: Early Adopters of Open
Innovation in Other Industries. R&D Management 36, 3
20 Chesbrough, H.W. (2003) The Era of Open Innovation. MIT Sloan Management Review.
21 Arora, A., Fosfuri, A. & Gambardella, A. (2001) Markets for Technology – The Economics of
Innovation and Corporate Strategy. The MIT Press. Cambridge, Massachusetts.
22 Fosfuri, A. & Giarratana, M.S. (2010) Introduction: Trading under the Buttonwood – a foreword to
the markets for technology and ideas. Industrial and Corporate Change, Volume 19, Number 3. p 772
23 ibid
24 Rosenburg, N. & Steinmueller, E. (1988) Why are Americans such poor imitators? American
Economic Review, Vol 78, No (2)
19
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There is, as we can see, both a need and an urgency to find out more about how the
new Open Innovation tools are best used.
With this as background, we set out to learn more about what is “going right” in
the market for knowledge and how it can be exploited.
SCA, a consumer goods producer, has reported significant benefits from using the
innovation intermediary InnoCentive25. When contacted, SCA through its
Innovation and Knowledge manager Bengt Järrehult, agreed to answer our
questions about how the collaboration with InnoCentive works and to share what
they consider to be the important factors impacting the results of the
collaboration. We hope that by looking at the successful use of a knowledge market
in the ‘consumer products’-field (a field that has seen little use of knowledge
markets26), we have a high chance of finding some evidence that can help explain
what is making the market ‘work’.
The purpose of this thesis is thus to examine the collaboration between SCA and
the innovation intermediary InnoCentive in order to promote a better
understanding of what kind of benefits can be derived from the use of an
innovation intermediary, and how these benefits are best utilized. We also set out
to identify relevant limitations of innomediary use and to seek a better
understanding of how using an innomediary can fit a client company’s ‘higherorder’ activities such as exploration and exploitation (in James G. March's terms27).
We seek to accomplish this by:
1. Mapping out the theoretical strengths and limitations of innomediary
collaboration using previous research and then using this to analyze a “realworld” case.

http://www.innocentive.com/files/node/casestudy/total-economic-impacttm-innocentivechallenges-sca-case-study.pdf, p. 5, 2011-04-28.
26 Fosfuri, Andrea & Giarratana, Marco S (2010) Introduction: Trading under the Buttonwood – a
foreword to the markets for technology and ideas. Industrial and Corporate Change, Volume 19,
Number 3.
27 James G. March (1991), Exploration and Exploitation in Organizational Learning.Organization
Science, Vol.2, No. 1. pp. 71–87.
25
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2. Collecting and presenting “lessons from the field” and other insights which
we believe can be of use for a client company (Seeker).
3. We will then try to put the use of an innomediary in a strategic context by
discussing how using an innomediary can fit a client company's
'exploration' and 'exploitation' efforts.
Besides attempting to promote a better understanding of innomediaries, our
secondary aim is to “distill” what we find into useful recommendations for
companies who are using, or are considering using an innomediary.

1.3 Research Questions


How can a Seeker benefit from the use of an innomediary?


Sub-question: How can the use of an innomediary affect a company's
exploration and exploitation capacity?



What are the limitations and complications of innomediary collaboration?



How can an organization maximize the returns from innomediary
collaboration?

1.4 Delimitations
The research is limited to the collaboration between InnoCentive and SCA and the
process of them working together. The study is conducted from a “userperspective”, that is, we study the process of working with InnoCentive from a
Seeker’s point of view.
InnoCentive differentiate themselves from other innomediaries by using
crowdsourcing as a central tool to find solutions, which means that this is another
important delimitation.
As finding the strategic implications of innomediary collaboration is not the main
purpose of this thesis we will keep the strategic discussion brief and compact by
limiting it to primarily an ‘exploration’/’exploitation’ perspective.
6

1.5 Structure of Thesis
This thesis starts with an introduction of the background of our thesis, and a brief
explanation of the studied phenomenon. Chapter 2 outlines the methodology used
to conduct this study in terms of research strategy, research design, selection of
interviewees etc. The research strategy is divided into two phases where the first
phase includes document studies, working together with innomediary researcher
Henry Lopez-Vega and background research to create a better understanding of
innomediaries. The result of this is shown in chapter 3 and 4 where chapter 3
describes innomediaries closer and chapter 4 present the theoretical framework
used to structure interviews and the analysis.
The second phase of our research is a case study of the collaboration between the
Swedish corporation SCA and the innomediary InnoCentive. Chapter 5 presents
the results from interviews with high-level employees at SCA, structured around
the framework in chapter 4. The same framework is used in chapter 6 where the
empirical findings are analysed. In Chapter 7 we discuss the use of innomediaries
in more strategic terms and we connect our findings to the exploration and
exploitation activities. In chapter 7 we also present the conclusions we can draw
from the study. Chapter 6 and 7 is summarized in chapter 8 where we present our
answers to the research questions together with recommendations we believe to
be applicable for organizations which are considering using an innomediary.
Chapter 8 also discusses to what extent our conclusions and findings can be
generalized.

2. Research Methodology
The research methodology used to find answers to our research questions can be
described as divided in two phases. First, a study of the phenomenon of
innomediaries is done by reading relevant literature and consulting with
innomediary researcher Henry Lopez-Vega.

7

Second, semi-structured interviews based around the framework are held at SCA
with high-level employees with close proximity to SCA’s innovation programs.
This chapter serves to make a closer presentation to the methodology used to
collect the data in this thesis.

2.1 Research Strategy
Having a research strategy is necessary in management and business research
since it points out the overall direction and includes mapping of the research
process28. This section deals with the research strategy based on the selection
between four strategic approaches, the inductive contra the deductive approach
and quantitative research contra qualitative research.
The chosen research strategy is based on the time limit for this thesis, the skills of
the authors, access to data, existing literature and the research question.

2.1.1 Inductive or Deductive Approach?
One of the choices a researcher has to make is to state whether you want to test an
existing theory, being deductive, or seek new theories, being inductive29. A
deductive approach means that one tries to show that a conclusion entails from
premises and hypothesis, i.e. the conclusions must be true if the premises are
true30.
In deductive research literature the researcher uses established theories and
‘truths’ to explain the empirical findings31. An inductive researcher on the other
hand, seeks new theories based on the empirical findings, i.e. the other way
around. A particularly inductive way of doing a research would be to collect data
without any hypothesis or prejudices, and draw conclusions solely based on what
you find. Carl von Linné, the Swedish biologist, started collecting flowers and
plants without any plan on how he would sort and categorize them. Once he had
Bryman, A. & E. Bell (2007) Business research methods. Oxford: Oxford U.P.
Saunders, M. Lewis, P. Tornhill, A (2007). Research Methods for Business Students. 4th ed. Pearson
Education.
30 http://www.infovoice.se/fou/, 2011-05-02
31 ibid
28
29
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collected a sample of every kind, he found that they could be sorted by the amount
of stamens and pistils32, i.e. he structured and organized a system based solely on
his empirical findings.
This thesis is studying the phenomenon of Innomediaries, a new tool for
innovations where the frame of literature references is weak. This study has been
approached with no specific hypothesis on what will be found and how strong the
connection between existing theories and the empirical findings is. Bryman & Bell
argues that an inductive approach is appropriate when an apparent relationship
between theories and empirical findings is vague33. In the case of innomediaries,
there are simply not enough well-founded premises to build a deductive research
upon and since one of the identified problems of these markets are that we don’t
know enough about how to use them and what value they can add, the approach to
this study is to be considered rather inductive than deductive. This does however
not mean that we enter this work with no knowledge about innomediaries at all.
The collection of data has been preceded by a study of the intermediation process
to create an understanding of the context to this case in order to structure the
interviews and frame this study.

2.1.2 Quantitative research: Inquiry for making explanations
In quantitative studies a researcher typically seeks to find the relationships
between a small number of variables34. The researcher tries to set boundaries for
the inquiry, to define variables and to minimize the importance of interpretation of
data until after an analysis. A quantitative researcher tries not to let interpretation
change the course of a study. The end goal is to find generalizable explanations for
the studied phenomena35. In practice, a quantitative research means collecting a
significant amount of data enough to support obvious conclusions. Doing a survey
with let us say 2000 people is a common strategy to conduct a quantitative
research.

http://www.ne.se/lang/carl-von-linne/242590, 2011-05-02
Bryman, A. & E. Bell (2007) Business research methods. Oxford: Oxford U.P.
34 Bryman, A. & E. Bell (2007) Business research methods. Oxford: Oxford U.P.
35 Stake, Robert E (1995). The Art Of Case Study Research. SAGE Publications. Pp 35
32
33
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2.1.3 Qualitative research: Inquiry for promoting understanding
A qualitative research is defined as research findings that are difficult to transfer
into numbers appropriate where a more narrative approach is better suited36. In
contrast to the quantitative researcher, a qualitative researcher’s main focus is to
promote an understanding of the studied subject37. While explanations may entail
to an understanding of a subject, the study of cause-effect relationships necessary
to provide a reliable explanation is not strictly necessary in qualitative research 38.
The qualitative researcher takes a more holistic view and does not try to reduce
the number of variables. Instead, the qualitative researcher uses critical reasoning
and interpretation continuously during the research process, “learning as she
goes”, and changes the focus and scope of the study where she feels a better
understanding can be reached39.

2.1.4 Chosen Research Strategy
This case studies the collaboration between a large Swedish company (SCA) and an
innomediary (InnoCentive). More specifically, we are trying to identify how things
are done between them and describe different phases of this process, meaning that
we are not interested in quantified data. It is conceivable that benefits given from
innomediary collaboration is not always measurable in terms of money, hence the
findings in this study is to be translated into words rather than numbers and since
creating a better understanding of innomediaries is the main goal of the thesis, we
have chosen a qualitative study as our main point of departure.

2.2 Research Design
An important aspect of a qualitative study is the context of the study. In qualitative
research it is often emphasized that in order to understand a situation, it is
necessary to also understand and be aware of the paradigms and the theoretical

Bryman, A. & E. Bell (2007) Business research methods. Oxford: Oxford
ibid
38 Denzin, N.K. & Lincoln, Y.S. (2005). The Sage Handbook of Qualitative Research (3rd ed.).
Thousand Oaks, CA: Sage
39 ibid
36
37
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frame of reference applied when analyzing the situation40. A research design that
also helps us to understand the research context has therefore been chosen.
According to methodologists, a research design is the framework for how data will
be collected and analyzed41. It is agreed that there are five major designs for how
this will be conducted; longitudinal-, cross-sectional-, experimental-, comparativeand case-study42. An experimental study is often inductive where an experiment is
run to study the outcomes. A longitudinal study means collecting data from at least
to separate occasions, often in order to study a change. Cross-sectional and
comparative studies require two or more cases while a single case study goes
deeply into one case43.
This thesis aims to contribute to the frame of reference surrounding
innomediaries. By conducting a single case study of a company that has carried
this innomediary collaboration out with success so far, we can help other
companies and researchers to identify success factors. Other single case-studies
have been and will be made, meaning that we can contribute to a future
comparative study of these cases where results generalizable on a larger scale can
be found.
Another important aspect to consider is access to data. Anonymity is of vital
importance to companies when it comes to research and development and
working with innovations, and in many cases they are reluctant to share too much
information about their innovation management and their involvement with
innomediaries. SCA showed a willingness to share information with us and let us
do a qualitative single-case study. We took the advantage of this and formed our
research questions in order to get the most out of such a study and give the best
possible contribution to the innomediary research.
The fact that SCA is a prominent Swedish company that have been involved with
innomediaries for years now, coupled with their high experienced utility of
innomediary collaboration makes them a very interesting case to study. Interviews
Stake, Robert E (1995). The Art Of Case Study Research. SAGE Publications. Pp ?
Bryman, A. & E. Bell (2007) Business research methods. Oxford: Oxford
42 ibid
43 ibid
40
41
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are held with persons at SCA who have been deeply involved since the first
contacts with InnoCentive and who have great insight.
These interviews are preceded by an overall study of the phenomenon of
innomediaries by reading literature directly relating to open innovation, markets
for technologies and ideas, crowdsourcing and innovation intermediaries. We use
this information in three ways:
-

To help ourselves understand the research context.

-

To explain the context to the reader

-

To build a framework used to structure interviews, findings and the
analysis.

We have also worked together with Henry Lopez-Vega, academic researcher and
lecturer at ESADE Business School. Lopez-Vega is specialized in open innovation
and research of innomediaries and working together with him helped us
understand differences between innomediaries and to find relevant literature to
our own research.

2.2.1 Chosen Interview design
Since the design of this study includes a literature review to put ourselves and the
reader into context, an interview design where there is space for follow-up
questions have been used. We prepared topics in advance to create a better fit
between the interviews and the framework of this thesis, but there were still space
for follow-up questions. A general interview guide approach is what best describes
the structure44, a qualitative interview design where specific topics are included.
We believe that this was the most appropriate interview design as the
interviewees have a wide knowledge of the subject and should not be limited by
too strict questions, but at the same time we needed to keep a focus on the
framework of this study.

Denzin, N.K. & Lincoln, Y.S. (2005). The Sage Handbook of Qualitative Research (3rd ed.).
Thousand Oaks, CA: Sage
44
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All interviews have been held over the phone and were recorded. Topics to discuss
during the interviews have been planned in advance. The interviews have been
held by one interviewer at a time, with the other person taking notes and adding
follow-up questions. All interviewees have been interviewed individually and the
interviews were held in Swedish, however all interviewees have reviewed the
presentation of our findings translated and been given the chance the make
adjustments where we have misunderstood.

2.2.2 Selection of Interviewees
Interviews with SCA are held with:
-

General Director of Innovation and Knowledge, Bengt Järrehult

-

Open innovation Manager, Kerstin Johansson

-

Senior Scientists and experienced challenge owner, Chatrine Stridfeldt

Järrehult and Johansson both hold top positions within innovation management at
SCA and have great insight in the process of working with InnoCentive. Järrehult
have a more strategic responsibility and can speak of innomediaries in a more
strategic context, i.e. how they create value, where and when they should be used
etc. Johansson works closer to the projects and is responsible for selecting projects
and make sure that everything continues according to plan. Stridfeldt have sent
several problems and used InnoCentive to support her daily work at SCA and have
great experience of this collaboration. Together they build a broad knowledge base
that covers what we believe we need to know, which is why we have limited the
interviews held at SCA to Järrehult, Johansson and Stridfeldt, instead trying to go
deep and get as much relevant information as possible from them.
Henry Lopez-Vega has extensive experience from innomediaries, has worked
together with Henry Chesbrough (previously presented as the founder of the term
Open Innovation), and has published articles about innomediaries. Apart from this,
he has also worked at NineSigma, one of the largest innomediary on the market
and has thus a deep insight in the Challenge-driven way of working with
innovations. Lopez-Vega has shared some of his work with us and guided us
13

through the existing literature that has been of relevance to our study. He has
helped us gain a better understanding of the research context and his help has
been especially valuable when constructing the framework used to structure the
interviews, the findings and the analysis.

2.2.3 Interviewee Bias
It seems reasonable to believe that the respondents at SCA all have a vested
interest in presenting a positive view of the collaboration with InnoCentive.
However, as the empirical material will show, the respondents have not been shy
about giving us examples of failed projects or other instances where things went
wrong, which leads us to believe that the respondents have a fairly unbiased view
of the collaboration. The main argument for why the collaboration has been
successful is also not taken from the respondents, but instead from an independent
consulting firm’s evaluation45.

2.3 Epistemology
There are different ways to value data collected from a study. Depending on the
nature of the research question and the phenomenon being studied, different
approaches may be appropriate as the researcher’s worldview affects the way he
or she interprets the collected data46. A discussion regarding the philosophic
approach a researcher takes is therefore necessary in order to make the reader
aware of to what extent the researcher believes his or her findings can represent a
‘truth’. Epistemology is a branch of philosophy that concerns the nature and scope
of knowledge47. It discusses questions like “how do we know what we know” and
“what is knowledge and how is it acquired”48. Philosophers have tried to sub-divide

45

http://www.innocentive.com/files/node/casestudy/total-economic-impacttm-innocentivechallenges-sca-case-study.pdf, 2011-04-16
46Stake,

R.E (1995). The Art Of Case Study Research. SAGE Publications
D. M. Armstrong (1973). Belief, Truth and Knowledge. Cambridge University Press
48 ibid
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epistemology into to branches and tendencies, mainly based on different
perceptions of where knowledge is acquired from49:
-

Empiricism emphasizes that knowledge derives from experience and
perceptual observations. In practice empiricist epistemologies are
searching for simple observations, which any observer can agree on (i.e.
inter-subjectivity)50. Empiricism is also closely related to positivism, which
is a philosophy basically stating that authentic knowledge is based on
senses, experience and positive verification51.

-

The way idealism is defined differs between idealists. The main concept of
idealism is however that knowledge is theoretical and can only be a product
of the mind and is therefore, by definition, ‘ideal’. In other words, what is
known is also ‘ideal’. 52

-

Constructivistic epistemology is a perspective of scientific knowledge. A
constructivist believes that scientific knowledge is constructed by scientists
and not discovered from the world. They further believe that there is no
single valid methodology, rather there are a diverse set of useful methods.
For a constructivist, reality is always independent from human thoughts but
meaning or knowledge always has a human construction.53

-

In contrast to empiricism and idealism, modern rationalism adds a third
'system of thinking', the empirical (empiricism), the theoretical (idealism)
and the abstract. Rationalism makes equal reference to all three systems of
thinking. In more technical terms, it is a method or a theory "in which the
criterion of the truth is not sensory but intellectual and logical" 54. It means
that one does not have to personally experience the sense in order to gain

Boufoy-Bastick, Z. (2005). Introducing 'Applicable Knowledge' as a Challenge to the Attainment of
Absolute Knowledge. Sophia Journal of Philosophy 8: 39–51.
50 Hjorland, B (2004) Empiricism, rationalism and positivism in library and information science.
Royal School of Library and Information Science, Copenhagen, Denmark
51 Ashley, D. & Orenstein D.M. (2005). Sociological theory: Classical statements (6th ed.). Boston, MA,
USA: Pearson Education. pp. 94–98, 100–104.
52 Boufoy-Bastick, Z. (2005). Introducing 'Applicable Knowledge' as a Challenge to the Attainment of
Absolute Knowledge. Sophia Journal of Philosophy 8: 39–51.
53 Crotty, M. (1998). The Foundations of Social Science Research: Meaning and Perspective in the
Research Process.
54 Bourke, Vernon J. (1962), Rationalism. Runes, p. 263
49
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knowledge from it55. In its extreme form, rationalism is a position that does
not recognize the role of experiences at all. Sense perceptions may be
illusory and it is not even possible to say that something is of the color red if
you are not in possession of a system of concepts, including color
concepts56. However, moderate versions of rationalism do acknowledge the
role of observations and allows combining logical reasoning with
observation to gain knowledge57.
We mentioned empiricism and positivism as epistemological approaches where
one believes that authentic knowledge is gained from experience, senses and
positive verification. This philosophy is closely related to quantitative and
deductive methods, where “statistics speaks for itself”. The opposite of this would
be a hermeneutic approach. While positivism focuses on explaining, hermeneutics
is based on the search for understanding58. The central idea of hermeneutics is to
use interpretation as a tool for analyzing. In contrary to positivism, the cause and
effect viewpoint is being put to side and substantial effort is instead put into the
context and how it can add to our understanding of things. The hermeneutic
researcher tries to answer the question “What do we see and what is the meaning of
it?” 59.
We wont have enough observations to establish ‘truths’ in its scientific meaning
through empiricism and rationalism. We therefore aim to be more interpretive of
the empirical material we find and ask ourselves the question “what is really shown
here?”. Based on this, our thesis uses a mainly hermeneutical approach to what we
find and our conclusions will be presented as our own interpretations of the data
we collect from our qualitative study.

Bourke, Vernon J. (1962), Rationalism. Runes.
Hjorland, B (2004) Empiricism, rationalism and positivism in library and information science.
Royal School of Library and Information Science, Copenhagen, Denmark
57 ibid
58 Denzin, N.K. & Lincoln, Y.S. (2005). The Sage Handbook of Qualitative Research (3rd ed.).
Thousand Oaks, CA: Sage
59 Sjöström, Ulla. (1994) Hermeneutik – Att tolka utsagor och handlingar. Kapitel i: Starrin och
Svensson: Kvalitativa metoder och vetenskapsteori. Lund: Studentlitteratur,
55
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2.4 Credibility
Researchers often speak of validity and reliability, where validity measures
whether or not an instrument measures what it is supposed to60. Trost means that
this is sometimes difficult to apply on qualitative research as the researcher is
looking for people’s opinions, attitudes and feelings. He therefore argues that the
word credibility might be of more use in qualitative research61. Credibility is a
measure of how trustworthy and acceptable the findings are considered to be in
someone else’s eyes62.

2.4.1 Internal Credibility
Internal credibility refers to the authors’ own knowledge and understanding of the
subject63. We have a broad knowledge of business administration in general, but to
really get a deep knowledge of the research context of this thesis the interviews
were preceded by a study of existing literature regarding open innovation, markets
for technologies and innovation intermediaries. This means that we developed our
own thoughts and hypothesis, but the interviews have been structured to avoid
that interviewees are led to agree with these and rather express their own
thoughts.

2.4.2 Triangulation
Triangulation means to look at the problem from more than two perspectives64. A
researcher can for example triangulate the sources by interviewing people with
different relations to the problem (triangulation of sources)65. They can also use
observers with different background and relation to the problem, to collect the

Trost, J. (2010). Kvalitativa intervjuer. 4.Lund: Studentlitteratur
ibid
62 Bryman, A. & E. Bell (2007) Business research methods. Oxford: Oxford
63 http://www.infovoice.se/fou/, 2011-05-16
64 Malterud K. Att kombinera metoder. Kvalitativa metoder i medicinsk forskning. Lund:
Studentlitteratur; 1998, pp 166-76.
65 Malterud K. Att kombinera metoder. Kvalitativa metoder i medicinsk forskning. Lund:
Studentlitteratur; 1998, pp 166-76.
60
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data (triangulation of observers)66. Analysing the data using different paradigms is
another way (triangulation of theories). Our selection of interviewees is an attempt
to triangulate the sources to this study67. They all have positions and
responsibilities at different levels in the organization and different background,
meaning that they all look at the problem from different perspectives. Working
together with Lopez-Vega also provided us with an outside-the-case perspective.
Arguably, interviews with either InnoCentive or members of the solver community
would have added to the triangulation but we decided, based on time and access,
that the best contribution would be gained from approaching the collaboration
from a Seeker perspective.

2.4.3 Transferability
Researchers suggest that although qualitative studies are typically hard
generalizable on a broader scale, their findings could still be transferable68.
Transferability refers to the possibility of using material in this study in a broader
scope and how it can be transferred to a similar context69. We believe that the
transferability of this study is to be considered high as it can easily be transferred
and compared to other similar collaborations. The transferability is however
limited by the differences between InnoCentive and other innomediaries, which
needs to be taken into consideration before using this material.

2.5 Reliability
Reliability refers to how reliable the study is based on the technology used and the
authors’ skills, prejudices etc.70. The idea of measuring reliability, also commonly
known as dependability, is to measure to what degree the study can be replicated

Malterud K. Att kombinera metoder. Kvalitativa metoder i medicinsk forskning. Lund:
Studentlitteratur; 1998, pp 166-76.
67 Malterud K. Att kombinera metoder. Kvalitativa metoder i medicinsk forskning. Lund:
Studentlitteratur; 1998, pp 166-76.
68 Marshall, C, Rossman, G. (1995). Designing Qualitative Research. Sage Publications, Thousand
Oaks, CA
69 Malterud K. Urval. Kvalitativa metoder i medicinsk forskning. Lund: Studentlitteratur; 1998, pp
55-64.
70 i Malterud K. Urval. Kvalitativa metoder i medicinsk forskning. Lund: Studentlitteratur; 1998, pp
55-64.
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or if it depends on the researcher, environment etc. Trost speaks of reliability in
four different aspects: congruence, precision, objectivity and constancy71. An
objective research lets the reader draw his or her own conclusions based on the
collected data, and that the findings should be presented as they were collected.
We have presented quotes and other findings in the same way they were told to us,
however some material have been left out as it was either duplicates of what we
already had or irrelevant to our research question. Despite this, we believe that
our reported findings are to be considered objective. As for constancy, which deals
with the question whether we would get the same results at another time72, one
can speculate that the way innomediaries work could change and their networks
grow bigger with time. This could mean that in the future (and back in time)
innomediaries might be used in different ways and with different purposes.
However, it seems as our findings and conclusions are applicable in the near-time.
Further actions to hold the reliability high includes recording of all interviews and
letting the interviewees review the material we intend to present. Changes have
been made where they feel they were misunderstood, or where we have been
wrong in our assumptions. The material we sent to them where translated from
Swedish to English to give them a chance to correct any errors in the translation.

2.5.1 The author’s skills
We have basically no previous experience of interviews on a research level, which
naturally decreases the dependability of a study. However, the structure of the
interviews does not require advanced interview skills, as the main objective has
been to let interviewees speak freely of topics we lead them in on. The ability to
make quick observations and come up with follow-up questions is hard to measure
and argue for as there is no previous experience, but the preceding study of the
context helped us come up with questions where we found it necessary.

2.5.2 The Supervisor

71
72

Trost, J. (2010). Kvalitativa intervjuer. 4.Lund: Studentlitteratur
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Fredrik Tell, professor in Management at Linköping University and director of the
KITE research group (Knowledge Integration in Transnational Enterprises), have
been supervising our work. Professor Tell has an extensive list of publications in
business administration research and is also co-editor of the journal Industrial and
Corporate Change. Tell has shared his experience of research with us and he has
helped us understand the important concepts and considerations for business
administration research. His own expertise is also closely related to field of
knowledge to which this thesis belongs.

2.6 Generalizability
Using a single-case study decreases the possibility to generalize the results onto
other cases as the results are not compared and evaluated in relation to other
similar cases. The generalizability of this study can therefore be considered low,
however the possibility to use our material in a comparative case study can help
produce future generalizable results. A single-case study can however be
generalizable to theoretical propositions73 and we therefore feel that even though
it is hard to make any general conclusions drawing directly from the empirical
material, it is still possible that the suggested interpretations put forward in this
thesis can have some generalizability and usefulness outside of the research
context. In chapter 8, we will present to what extent we believe our conclusions
can be useful.

Yin, R.K. (2009) Case Study Research: Design and Methods. Fourth Edition. SAGE publications.
California.
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3. What are Innomediaries, and what
do they do?
3.1 Innomediaries
The Innovation Intermediary, or short innomediary, is a new type of business that
takes advantage of the central ideas of Open Innovation74. Whenever a company
gets stuck with an innovation or design problem, whether it is because their inhouse knowledge is not enough or if they simply don’t have the time to solve a
certain problem themselves, they can contact an innomediary for assistance. The
innomediary provides a network of candidates to solve problems of all kinds.
These networks consist of anything from individuals to universities and small
companies75. Anyone interested in making money on creative solutions or just
looking to contribute their knowledge for free could be a part of this network. The
network constitutes a huge “database” of widespread knowledge ready to be
exploited.

3.1.1 Defining the Innovation Intermediary
“An organization or body that acts as an agent or broker on any aspect of the
innovation process between two or more parties.” 76
Howells (2006) describes how such intermediary activities include: helping to
provide information about potential collaborators, brokering transactions between
two or more parties; acting as a mediator, or go-between, between bodies or
organizations that are already collaborating; and helping find advice, funding and
support for the innovation outcomes of such collaborations. 77
Lopez-Vega & Vanhaverbeke (2010) defines innovation intermediaries as: ”…
platform providers in two-sided innovation markets created to co-ordinate the flow
Lopez-Vega, H. Vanhaverbeke, W (2010) How innovation intermediaries are shaping the
technology market? An analysis of their business model. ESADE Business School, Barcelona
75 ibid
76 Howells, J. 2006, Intermediation and role of intermediaries in innovation, Research Policy, vol. 35,
p. 720.
77 ibid
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of innovation requests and solutions across distinct, distant and previously unknown
innovation actors”78
A market is considered two-sided if the platform can affect the volume of the
transactions by charging more to one side of the market and reducing the price
paid by the other side. Two-sided technology markets require interaction between
three groups of actors; technology buyers, sellers and an intermediation platform
that creates tools or mechanisms that helps buyer and seller striking a deal 79. In
the case of innomediaries; Seekers, Solvers and the innomediary constitute the
three mentioned actors in this two-sided market.
The innomediaries are web-based organizations. Seeker companies publish their
problems (or Challenges) on a website which members of the network then can
access. In some cases, such as InnoCentive, the network is open to the public80. The
Challenges posted on the websites give brief descriptions of what the clients want
and what they offer in return. This could be likened to a marketplace with
aggregated supply and demand; companies’ demands or requests collected in one
place, available for a crowd with relevant or irrelevant skills. The Challenges
posted on the websites and sent out to the networks are usually written together
with the Innomediary81. In fact, in many cases where companies feel that they have
gotten stuck on a problem they also tend to lack knowledge about how the
problem is best approached scientifically82. An important role of the innomediary
is therefore not only to help offer a solution to the problem, but also to offer
assistance of how to define and express the problem in a scientific and general
way. The Innomediary also often consults on how to handle issues regarding
intellectual property (IP)83.
For the company in need of help, the Innomediary offers a large network of
potential solvers. For the solvers the Innomediaries offer databases of tasks and
Lopez-Vega, H. Vanhaverbeke, W (2010) How innovation intermediaries are shaping the
technology market? An analysis of their business model. ESADE Business School, Barcelona
79 Parker, G.G. & van Alstyne, M.W. 2005, "Two-sided network effects: A theory of information
product design", Management Science, vol. 51, no. 10, pp. 1494-1504.
80 https://www.innocentive.com/faq/Solver#26n1231, 2011-05-03
81 https://www.innocentive.com/innovation-solutions/innovation-challenges, 2011-05-10
82 Arora, A., Fosfuri, A. & Gambardella, A. (2001) Markets for Technology – The Economics of
Innovation and Corporate Strategy. The MIT Press. Cambridge, Massachusetts.
83 http://www.innocentive.com/faq/Seeker#25n1265, 2011-05-23
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rewards given by Seeker companies. The rewards are usually between $5 000 –
$200 000 USD84, but there are cases where companies have been willing to pay up
to $1 000 000 USD for a solution85. Obviously, solving one of these problems on
one’s spare time could be quite profitable for individual solvers.

3.2 How do innovation intermediaries add value?
Innomediaries are considered platforms whose infrastructure and rules are set up
to facilitate transactions between the two sides of the market86. Researchers claim
that they add value to companies (Seekers) in search for solutions, intellectual
property and other services or resources by reducing the expensive search process
that would otherwise be required87,88. For Solvers, innovation intermediaries
provide a window of opportunity to capitalize on their invention, solution or
technology89.
Lopez and Vanhaverbeke conducted a study of NineSigma, one of the largest
innomediaries today. They determined the main strengths of NineSigma as90:
1. The ability to facilitate collaboration across both sides of a technology
market by linking seekers with potential solvers.
2. Providing an attractive price structure for innovation seekers. Seekers only
pay for results, not time and effort.
3. Providing complementary services, such as strategic advice, technologymapping and integration services.
Tran, Hsuan and Manke identify a number of ways an innovation intermediary
specialized in clothing fashion can add value. These are91:
Innocentive.com
https://www.innocentive.com/ar/challenge/9932753, 2011-05-19
86 Lopez-Vega, H. Vanhaverbeke, W (2010) How innovation intermediaries are shaping the
technology market? An analysis of their business model. ESADE Business School, Barcelona. p.8
87 Lichtenthaler, U. & Ernst, H. (2008) Intermediary services in the markets for technology:
Organizational antecedents and performance consequences. Organization Studies, vol. 29, no. 7, pp.
1003-1035.
88 Lopez-Vega, H. Vanhaverbeke, W (2010) How innovation intermediaries are shaping the
technology market? An analysis of their business model. ESADE Business School, Barcelona
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-

Decreasing cost of a new product development project

-

Improving hit/miss rate of (fashion) collections

-

Reducing product development risk

-

Improving fashion actuality

-

Increasing product development speed

-

Enhancing product attributes

The authors also found that innovation intermediaries are used throughout the
new product development project and can add value to the client company in the
planning-, concept development-, detailed design-, testing- and production-rampup-phases of a new product development project92.
The innomediaries can thus be beneficial for a client company in a large number of
ways. Whether or not the use of an innomediary is the better choice over an inhouse solution or some other alternatives will however likely depend on a number
of variables, such as cost and time.

3.3 Who are the largest innomediaries, and how
are they different from one another?
It is hard to tell for sure how many innomediaries currently exist on the market,
but it is a fact that there are many to choose from and they all come with different
sizes and characteristics of their networks. Some of the largest innomediaries
today are NineSigma, InnoCentive, Yet2com and YourEncore who all offer very
large networks of solvers (InnoCentive’s network consists of approximately
250,000 Solvers from 200 different countries93 and NineSigma have solution
providers in 135 different countries94).

Yen Tran, Juliana Hsuan and Volker Mahnke (2011) How do innovation intermediaries add value?
Insight from new product development in fashion markets. R&D Management 41, Issue (1).
92 Yen Tran, Juliana Hsuan and Volker Mahnke (2011) How do innovation intermediaries add value?
Insight from new product development in fashion markets. R&D Management 41, Issue (1).
93 http://www.innocentive.com/about-innocentive/facts-stats, 2011-05-23
94 http://www.ninesigma.com/OurNetwork/OurNetwork.aspx, 2011-05-27
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NineSigma and Yet2com are mainly built upon networks of universities and
smaller companies with specific and easily identifiable competencies 95,96, which
help these innomediaries to sort through their networks to find potential solvers.
YourEncore on the other hand offers a network consisting of retired seniors that
have previously been skilled workers and still have their expertise and a lot of
spare time to use it97. Apart from the characteristics of the networks, the
innomediaries also differ in the way they handle IP rights.
InnoCentive, the innomediary studied closer in this thesis, can be characterized by
its use of crowdsourcing methods and their requirement for Solvers to completely
transfer ownership over submitted solutions.

3.4 Using InnoCentive – A Way of Using
Crowdsourcing
The term Crowdsourcing was first coined by Jeff Howe in his article ”The Rise of
Crowdsourcing”98. It simply puts the two words crowd and sourcing together and
refers to a problem-solving and production model. Whenever an organization (or
an individual) runs into a problem, an open call to an undefined group of potential
solvers (generally called the crowd99) for help can be made100, hence the saying
“crowdsourcing for help”.
Even though the term itself might not be recognized by a broader audience, the use
of Crowdsourcing can be found everywhere around us. Newspapers for example,
call out to a large crowd (basically all their readers) and plead for tips about
happenings, events, pictures etc.101. Another example, the author James Patterson
let the public write “his” book Airborne. Patterson himself wrote the first and last
chapter and left the other 28 in the hands of any internet user coming across his

http://www.ninesigma.com/OurNetwork/OurNetwork.aspx, 2011-05-23
http://www.yet2.com/app/about/about/aboutus, 2011-05-23
97 http://www.yourencore.com/, 2011-05-23
98 Howe, J. (2006) The Rise of Crowdsourcing”. Wired.
99 Definition of crowd: Riedl Cross, J & Fletcher, K.L. (2008). The Challenge of Adolescent Crowd
Research: Defining the Crowd. Journal of Youth Adolescence.
100 Howe, J. (2006) The Rise of Crowdsourcing”. Wired.
101 http://www.exinfm.com/board/crowdsourcing.htm, 2011-04-13
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website102. There are also plenty of websites where you can request logotypes,
website applications, picture-manipulating etc.
Crowdsourcing literally offers a whole new world of possibilities. Using the new
connectedness of the IT-era, it no longer matters where the potential solver is
located – they could be anywhere from in the same building to the other side of the
world – as long as they are connected to the right network. Jeff Howe and Matt H.
Evans identify the following benefits delivered by Crowdsourcing103,104:
-

A problem can be explored at a relatively low cost, or even no cost at all.
People tend to willingly share their creativeness for free.

-

You only pay whoever comes up with a satisfying result, in comparison to
having a full-time employee who gets paid no matter the result.

-

The organization can use ideas and creations from a wider range of talent
and expertise.

From another point of view, Crowdsourcing might also strengthen the bonds
between the organization and the crowd. It is often likely that the crowd consists
of potential customers; giving the organization an opportunity to get first-hand
insights in their customers’ desires and wishes. The crowd on the other hand
might be given the impression that the organization is an organization that is
willing to listen to their needs, and their contribution and collaboration may lead
to an increased sense of shared commitment and ownership.
By using crowdsourcing, InnoCentive’s network can thus offer a larger variety of
expertise than the norm and allows for solutions to come from unexpected
scientific fields.

http://www.thesocialpath.com/2009/05/10-examples-of-crowdsourcing.html, 2011-04-21
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4. Theoretical Framework
This chapter outlines the different phases of the innomediary process, as outlined
by a study of NineSigma by Lopez-Vega and Vanhaverbeke105. We will use this
process description as a starting point to help us identify and cover relevant
existing literature and theories and to structure our search for empirical material.
Throughout this chapter, theories relating to Markets for Technologies and Ideas
are presented where we feel they can impact, or help explain, the innomediary
process. We argue continuously throughout the chapter how these considerations
can help us show how certain theories and problems are related to the
innomediary process.
Last, we will present James G. March’s Exploration/Exploitation- theory. This is a
theory closely connected to organizational learning that we believe is applicable to
discuss the strategic use of innomediaries, as using innomediaries is a way of
adding to an organizations knowledge.

4.1 The Anatomy of Innomediary Collaboration
Based on their study of NineSigma, Lopez-Vega & Vanhaverbeke106 have shown
how the work process can be divided into six distinct phases. Below is a brief
presentation of this work:
They found that the process begins with an on-site meeting with the Seeker where
different issues and problems at the client company are discussed and evaluated.
The purpose of this meeting is to discuss the appropriateness of different projects,
expectations and impacts for the client. Other things such as licensing, patents and
the responsibility that comes with the challenge are also brought up.
In the second phase, the “crafting”107 of the challenge, questions and trade-offs
regarding anonymity are brought up and discussed. There is, according to Lopez &
Lopez-Vega, H. & Vanhaverbeke, W. (2011). Open Business Models: How to Benefit from
NineSigma’s Innovation Model. Forthcoming.
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Vanhaverbeke, a balance between anonymity and the amount of information given
to the solver community to consider. In this phase a client is also setting up criteria
for acceptable solutions, which are later referred to in the ‘evaluation of solution’process. The innomediary consults with the client company on how to write these
challenges to get the best results.
The connection phase refers to the process of connecting the crafted challenge to
potential solvers, such as E-mailing the challenge to people with appropriate
knowledge and skills. This phase usually doesn’t call for the seeker’s involvement.
Next, the responses from solvers are gathered and evaluated.
The negotiation phase is where patent and licensing issues are brought up. This
phase differs a bit between innomediaries, which we will get back to further down
in this chapter.
The sixth phase usually excludes the innomediary from the process. This phase
refers to the integration of the newly found knowledge into the client’s
organization.
This chapter will serve as a guide through these different phases of the
intermediated innovation process. We will explain what the common approaches
and practices associated with each phase are and present what other authors
suggest one should take into consideration for each phase.
This purpose for chapter 4 is to fill out the blank columns in table 1 below. This
table will be used to structure our empirical findings and we will come back to add
more rows and columns, where appropriate, to finally present a model for how
SCA forms their collaboration with InnoCentive to get successful results.
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Project
Selection

Crafting
the
Challenge

Connection

Response
and
Evaluation

Negotiation
and
Agreement

Technology
Development

Suggested
areas of
importance

Table 1: Different phases of innomediary collaboration

4.1.1 Finding and Selecting Suitable Projects
According to Lopez-Vega and Vanhaverbeke, the common practices used to
identify potential innovation intermediary projects are108:


Creating a priority list of projects based on ongoing demands from business
units. Filtering of projects using key questions.



Unstructured cross-departmental discussion.



Structured discussion to coordinate, rank and select among previously
filtered ideas.



Using external agent to facilitate screening of ideas.

The reason for using an innomediary can differ significantly between
organizations. Lopez & Vanhavebeke found that innomediary projects can be
strategic or tactical in nature and/or intent. Long and short-term projects are both
common. The type of innovation challenge to be solved can be a “holy grail”-typechallenge (complex in nature, where a solution could have significant impact on
profits) or just be a rather mundane technical challenge (such as choosing the best
method among many available alternatives)109. The intention of the projects using
NineSigma is commonly as a method to find an appropriate reaction to external
changes, to scan for alternative solutions, or to find a good reaction to a new
opportunity. The most often stated reason for using an innovation innomediary is
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to address tactical or technical problems by finding an external technology 110, but
it should be noted that it is also common that innovation innomediaries add other
“unintentional benefits” such as111:


Helping client companies explore and understand new research avenues.



Increasing the speed of a technical problem-solving initiative, not
necessarily by adding new external technology.



Helping client companies react to exogenous changes.

Being aware of these potential outcomes of the collaboration can help a company
in the selection of projects. Additionally, Birkinshaw et al points out that “External
innovation forums have access to a broad range of expertise that makes them
effective for solving narrow technological problems; internal innovation forums have
less breadth but more understanding of context. Smart companies use their external
and internal experts for very different types of problems.”112
MFTI consideration: Sub-division of Tasks
“In short, not only can it be difficult to transfer technologies from the contexts in
which they are developed, but it can also be difficult to partition the innovation
process into independent, self-contained tasks”113
A complex problem will require frequent interaction between the sub-tasks of the
problem. As an example, consider the construction of a chemical plant: Designing
and constructing a chemical plant is a very complex activity and will require that
many differently specialized people work together. Often, tasks will overlap the
boundaries between competencies and expertise and this will create a need for
coordination and communication between different teams and individuals. These
interactions are difficult to anticipate and plan for, and this poses problems for
anyone trying to decompose the problem into smaller, independently solvable
Lopez-Vega, H. & Vanhaverbeke, W. (2011). Open Business Models: How to Benefit from
NineSigma’s Innovation Model. Forthcoming.
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‘bits’, which is what’s usually what one is trying to accomplish when crafting a
challenge.
MFTI consideration: Sub-division of Tasks in the Development of New
Technologies
Decomposing a problem into independent tasks is especially difficult in the
development and commercialization of new technologies. It is common that
innovation tasks will require interaction between different bodies of knowledge
and practice and a variety of scientific disciplines. The need for these interactions
and the difficulty (or cost) of reducing or eliminating them will imply that marketbased contractual mechanisms for procuring innovation services will have
substantial transaction costs.114
Teece points out how these interdependencies in the innovation process and other
uncertainties can create at least three sources of transaction costs115:


It is hard to provide detailed specifications of a task’s requirements in the
beginning of an innovation process. When the process is underway, it is
easier to define the specifications more precisely. This will necessitate
contracts that are rather incomplete in the early phases of development
and these incomplete contracts can leave the company vulnerable to
opportunistic behavior by a technology provider.



Developing tight interactions with one technology provider may result in
sunk costs, which in turn can lead to switching costs and other “lock-in”
problems



Releasing pre-contract information to bidders can require the company to
share information that can be valuable to the company’s competitors, such
as information about what the company’s R&D goals are.

114
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The complications that arise when trying to divide a task into independent parts
are things that we believe needs to be considered when selecting a project, as well
as when crafting the challenge.
MFTI consideration: The Appropriability Problem
The appropriability problem refers to patent and licensing issues in markets for
technologies116. It is a well-known fact that property rights of tangible goods are
easier to enforce than intellectual property rights.
When selling information, once the information has been disclosed to a potential
buyer it is possible for the buyer to use the information without paying for it.
Fearing that this might happen, a potential seller will not want to disclose the
information before it has been paid for. Demanding payment before delivery
effectively denies any opportunities for a potential buyer to evaluate the
usefulness of the information before buying it and as a result it is quite possible, or
even likely, that no transaction will occur at all. 117
A way to handle the appropriability problem is the use of patents. When patent
rights are easily enforceable they provide a risk-free way for sellers to disclose
information or knowledge without having to worry that others might use the
information without the patent holder’s consent. Not much useful technological
knowledge, or know-how, is however protected by patent rights118. This might
seem like a serious obstacle in markets for technologies, but Arora et al also point
out that: “Fairly simple and robust contracts can accomplish the efficient transfer of
know-how.” 119.
When selecting something to outsource to an innomediary, firms will likely need to
consider how patent and licensing issues are handled by the innomediary. If the
solution needs to be, or is expected to be radical, the importance and the value of
solid exclusive rights increases. At the same time the appropriability problem can
Arora, A., Fosfuri, A. & Gambardella, A. (2001) Markets for Technology – The Economics of
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be highly relevant when crafting the challenge as well as when evaluating
incoming solutions.

4.1.2 Project Crafting
An important aspect of any innovation innomediary project is the formulation of
the challenge to be solved. According to Lopez-Vega and Vanhaverbeke’s study of
NineSigma, a well-crafted request will have the following characteristics120:


Clear, concise and compelling formulation
 Clear: The underlying scientific requirements, specifications and
attributes are well-defined. “A clear RFP will include a clear outline of
a proposed project in terms of a business opportunity, technical
specifications, possible approaches of interest, IP specificities, project
timing, financials and evaluation criteria.”121
 Concise: The challenge should contain factual information of use to
external solution providers.
 Compelling: The challenge is worded to create a sense of urgency
and to show how a solution can deliver results with immediate
impact.



Appropriate balance between broadness and narrowness. A request
should be broad enough to attract solutions from multiple academic fields
and solvers, but at the same time narrow enough to not attract an
overwhelming amount of solutions that do not address the appropriate
need.



Iterative process. The crafting of the challenge should be an iterative
process between the project manager, the innovation champion and the
innovation innomediary. These parties all need to understand the problem
and be able to portray the challenge in a way that does not segregate
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external solution providers. An iterative process helps ensure that
problems, concerns and perspectives from different stakeholders are all
appropriately taken into account. An iterative process will help also
facilitate the learning process associated with crafting challenges.


Appropriate level of confidentiality and anonymity. A seeker can benefit
from anonymity, as being anonymous can increase the neutrality and
number of responses, but the trade-off can be that the responses will
contain approaches already tried by the client, or the responses may not be
well suited to the client’s unique situation. A seeker will also have to
consider that including too much - or especially sensitive - information in a
request may make it obvious who they are and may tip off competitors
about their plans.

4.1.3 Connection
The Connection phase refers to the process of connecting the written challenge to
potential solvers. NineSigma actively seeks for partners based on their
qualifications and expertise, and the network grows with the challenge as they
constantly seek contacts beyond its current network. This phase typically excludes
active involvement from the Seeker as this is what they are paying the
innomediary to do.122

4.1.4 Evaluation
Evaluating the responses is initially done by the innomediary who evaluates the
submitted solutions in relation to the criteria set when crafting the challenge123.
They review and synthesize the results before coming back to the seeker with
advice on whom to pay. In the end though, the Seeker makes the final decision and
there are aspects other than the economical to take into consideration, such as
how long will it take to integrate the solution, if there are enough resources to use
122
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the solution, if the organization has the right knowledge and if there is a need for a
partnership with the Solver to further to make use of their solution. These are
considerations that can be hard to answer in the project selection phase since one
does not know what results will be submitted in advance.
Frequently, Seekers evaluate project responses based on the different
characteristics of the challenge, use different evaluation methods and confront
different challenges on the integration of external technologies124. According to
Lopez & Vanhaverbeke, this means that the evaluation process is not to be
considered a one-way process but a process that should be cross-functional and
involve all teams and departments participating in the project or being affected by
it125. Common evaluation methods are cross-functional decision teams, ranking or
voting process or ranking/voting facilitated by the innomediary126. A crossfunctional decision team is a project team consisting of members from different
functions of the company, with different competences. Ranking and voting can be
both in-house or follow recommendations from the innomediary. The most
commonly used method is using a cross-functional decision team127.
MFTI consideration: Transfer and Integration of External Knowledge
Literature suggests that a company should only use external knowledge that they
have the capacity to integrate into their organization128,129. Arora et al states:
“Applying knowledge or technology developed in a specific context for a specific use,
to another context and use, is rarely simple or straight-forward.”130
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The transfer of technology to another context often requires extensive adaptations.
The costs of these adaptations can approach the cost of developing the technology
in the first place and will limit the efficiency of transfer of already-developed
technology. 131
Notably, any company attempting to incorporate external technology will have to
invest in what Arora et al terms absorptive capacity, that is, the capacity to evaluate
and incorporate external technology into the organization132. Since this capacity
lies in the R&D function of the company, a well developed absorptive capacity can
also make the option to not buy outside technology and instead develop it in-house
more viable. Having the option to develop a solution in-house will also strengthen
the company’s bargaining strength when negotiating a technology purchase133.
When evaluating the incoming solutions, companies will therefore need to look to
its absorptive capacity and its possibilities to implement a particular solution.
What might seem as the best solution according to evidence material provided by
the Solver, might not work out as well for the Seeker if they aren’t able to
successfully implement the solution into its daily research and development work.

4.1.5 Negotiation and Agreement
Once a solution is picked a negotiation between Seeker and Solver begins, with
intermediation from the innomediary. This is where issues regarding licensing,
patent rights and financial aspects are settled, but it could also be a discussion of
further partnership between the seeker and the solver. If the chosen solution
requires more help from the solver, a negotiation for an extended collaboration
begins.134
Different innomediaries use different ways of handling intellectual property issues,
which is why it is hard to define a common practice for how this phase is
conducted.
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4.1.6 Implementation and Technology Development
Once an agreement is reached and a solution has been provided, the process of
implementing it to the organization begins. This is where many of the potential
pitfalls of open innovation exist, as companies tend to forget about problems
occurring when integrating knowledge135,136,137.
Birkinshaw et al comments: “Most innovation efforts fail not because of a lack of
bright ideas, but because of a lack of careful and thoughtful follow-up. Smart
companies know where the weakest links in their entire innovation value chain are,
and they invest time in correcting those weaknesses rather than further reinforcing
their strengths” 138
According to Lopez and Vanhaverbeke, the embedding open innovation and the
collaboration with innomediaries is a long-term process that requires changes in
organizational structure, processes and culture139. Employees should be aware of
the possibility to use an innomediary for problem solving and be encouraged to do
so. At the same time, results from open innovation should be communicated to
show its effectiveness.
MFTI consideration: Systemic Uncertainty
Even in the case of highly modular problem solving tasks where all the different
modules and components can be tested and optimized independently, there is no
guarantee that the interactions between these parts will work flawlessly when put
together. It is still possible that when all the “pieces of the puzzle” are in place, new
problems can arise from unforeseen interactions between the parts. If the whole
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system needs to be tested extensively, the usefulness of having highly modular
parts may be impaired.140
MFTI consideration: Company Culture and the Not-Invented-Here-syndrome
Regarding culture, Katz & Allen touches upon the “Not-Invented-Here
syndrome”141, which refers to the tendency of in-house researchers and employees
to underestimate, marginalize or distrust outside technology. Using outside
technology providers can be demoralizing for the company’s researchers, as it can
send (false) signals from management that the internal R&D’s problem-solving
efforts are less valued than external solutions. Being aware of this tendency and
taking steps to avoid it, such as encouraging and rewarding in-house researchers
to use external technology, can therefore be of central importance to the success of
incorporating external technology142. This is something to take into consideration
when evaluating different solutions as well as when selecting projects. If the
provided solution is something that could have been provided from individuals or
departments inside the company they might feel that they are no longer trusted by
management.

4.2 Exploration/Exploitation
A central issue in many organizations today as well as in history is the relation
between exploration and exploitation143. Exploration refers to risk taking,
experimenting, flexibility and discovery. It means being explorative and to try new
things with uncertain outcome. Conversely, exploitation is related to in-house
knowledge in terms of refining, efficiency, cost reduction, execution and
production144. Being completely exploitative means working with the knowledge
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you already possess and make minor adjustments and refinements to improve
present returns. These returns are considered to be more predictable, less time
consuming and adjustable/adjusted to the already existing structure of the
organization145.
Compared to returns on exploitation, returns from exploration are generally
significantly less certain, more remote in time and a lot more complicated to adjust
and adapt to the organization. The search for new ideas, products and markets has
a longer time horizon and might result in finding nothing at all. However, these
findings could potentially lead to a longer distance to competitors, radical changes
and turn out to be very profitable for the company. Arguably, a company can not
afford to be exclusively exploitative and miss out on the opportunities that can
come from being explorative, as the opportunities might then be taken advantage
of by competitors instead, increasing their distance in the market.
In studies of organizational learning, the problem of balancing exploration and
exploitation is exhibited in distinctions made between refinement of an existing
technology and invention of a new one146. According to March, exploration of new
alternatives reduces the speed in which the existing skills and processes are
improved147. Contrary, improvements of competence at existing procedures tend
to withdraw the company’s attention from exploration148.
“Finding an appropriate balance is made particularly difficult by the fact that the
same issues occur at levels of a nested system—at the individual level, the
organizational level, and the social system level.”149
Another approach to this decision would be to frame the discussion about
exploration and exploitation to the terms of balancing variation and selection150.
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“Effective selection among forms, routines, or practices is essential to survival, but so
also is the generation of new alternative practices, particularly in a changing
environment.”151
March’s main point in his now classic article is that there has to be a balance
between the two152. A company cannot simply rely on exploration, and they cannot
simply rely on exploitation. The leveling is dependent of the nature of the
surrounding market, organizational structure, business objectives, competitors etc.
Hence, a company needs to be ambidextrous153 and able to take advantage of both
strategies. It is not an either-or decision to make.

5. Empirical Findings
5.1 Case Overview
The case studied; the collaboration between SCA and InnoCentive, began in 2006
and has since resulted in approximately 30 innovation projects. Bengt Järrehult,
Director of Innovation and Knowledge at SCA and Kerstin Johansson, Open
Innovation Manager at SCA, agrees that this has been a successful collaboration
and that they will keep looking for new ways to exploit InnoCentive as an
innovation tool at SCA. They are supported by a cost benefit analysis conducted by
Forrester Consulting that reported a return on investment (ROI) of 74% with a
payback period of less than three months154. The same report also presented the
main benefits from this collaboration as:
1. The lower costs associated with tapping a global network of knowledge
compared to the cost of using additional internal resources to replicate the
investigation.
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2. The cost avoidance of using open innovation through outside consultants
for a percentage of the problems sent to InnoCentive.
3. The lower cost associated with using InnoCentive Challenges as compared
with the costs of investigating a percentage of the problems through
university channels.
The main costs, according to the study, are:
1. The fee for the InnoCentive starter package ($50 000 USD155)
2. The fees for posting a Challenge (on average: $15 000 USD156)
3. Internal resources spent on designing and posting Challenges as well as
evaluating the results of a Challenge.
4. The fees paid for a successful Challenge, which includes fees to the Solvers
(a decided price award) as well as fees to InnoCentive (a fixed rate) for any
IP transfer processing required.
5. Administrative costs.

5.1.1 How the Collaboration Began and How it has Developed
Since
Bengt Järrehult has played a central role in placing innovation at the forefront at
SCA and was the one who initiated the collaboration with InnoCentive. Järrehult is
responsible for the development of the innovation activities at the company. It’s
his job to find new ways to work with innovation and to implement these
strategies into the organization. Besides this, he lectures all over Sweden about
innovation and open innovation and he also does in-house lectures for employees
of SCA. He tells us about the first contacts he had with innomediaries:
“In November 2004 I was at a presentation about Open Innovation, in Minneapolis
(USA). The lecturer was Henry Chesbrough, famous for introducing Open Innovation
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and strategies for how it can be implemented at companies. At this lecture
Chesbrough talked about Open Innovation Intermediaries (innomediaries), which
was a new phenomenon for me. I started to read about these and look into the
possibilities of making use of them at our R&D department at SCA. One and a half
year later we made contact with InnoCentive, one of the largest of innomediaries
with a solver community of 150 000 – 200 000 people.”
“In an early stage of this collaboration InnoCentive came to us to help us find the
problems that were best suited for this kind of tool to use. They wanted to help us put
words to the problem and to help us formulate the challenge that later was going to
be visible to the solvers, but they found that SCA had already done this in a very good
way and only minor changes were necessary.”
The reason why SCA picked InnoCentive among other innomediaries is, according
to Järrehult and Johansson that they focus on problem solving rather than finding
partners. InnoCentive could offer a network with a broad variety of knowledge
that could solve very specific problems, which caught the attention and interest of
SCA.
Before initiating this collaboration together with InnoCentive, Järrehult contacted
some of his colleagues at EIRMA157 to learn what could go wrong. He there got to
know how a large German corporation had struggled for five years to come up
with a solution to a biochemical problem. Their manager therefore decided to try a
new approach, one involving innomediaries. This then led to a strong
dissatisfaction among the scientist at the company who had worked with this for
the five years prior as they felt that they had been put aside and that they no
longer had the support from managers above them. With this as a background,
Järrehult highlights the importance of managing this cultural problem in order to
reduce dissatisfaction within the company and says that being aware of this
potential pitfall helped them prevent this from happening at SCA.
According to Johansson, this cultural problem is something they can handle a lot
better today than they did at the start. Johansson states that SCA are constantly
marketing the innomediary tool internally, partly to integrate it further into the
157
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organization but also because employees come and go. According to Johansson, “It
takes time before it ‘settles’”. Johansson believes that SCA are currently in a ”rollout phase”, meaning that they are looking at other departments within SCA where
this could be of use. SCA started with research and development departments but
are now looking to spread the innomediary tool out to other functions. They are
also looking into the possibility of using innomediaries in areas other than the
highly technical.
Järrehult seems very pleased with how this collaboration has worked out, stating
that it has been far more useful to them than what they have been paying for and
that he believes that InnoCentive's business-model is probably benefiting the
Seeker more than the Solver.

5.1.2 Who are SCA?
Svenska Cellulosa Aktiebolaget (Swedish Cellulose Corporation, short: SCA) is a
classical Swedish company, founded in 1929 as a pure foresting company158. SCA
has since developed to offer personal care products like diapers along with other
products like packages, tissues, cardboards etc.159. SCA has grown worldwide and
has sales in more than 100 countries. In 2010 SCA had annual sales of 109 billion
SEK (approximately 17.5 billion USD) and about 45,000 employees160.
SCA have expressed efficiency and innovation as important factors for long-term
competitiveness161. According to their website, the following are prioritized
areas162:


Cost



Cash flow



Capital efficiency



Innovation



Growth

http://www.sca.com/en/About_SCA/SCA_in_Brief/History/, 2011-04-21
http://www.sca.com/en/About_SCA/SCAs-business-and-operations-worldwide/, 2011-04-21
160 http://www.sca.com/en/About_SCA/SCA_in_Brief/, 2011-04-21
161 http://www.sca.com/en/About_SCA/strategy/, 2011-04-21
162 http://www.sca.com/en/About_SCA/strategy/, 2011-04-21
158
159
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Sustainability is also a prioritized area and forms an integral part of the business
and of the group’s strategy for growth and value creation163.
Innovation strategy
A glance at SCA’s website gives the impression that innovation is a big part of the
company’s strategy. SCA has a long history of innovations and the innovation
process is defined as a fundamental framework for SCA’s concept generation and
technological development164.
“Through well-defined process steps, creative and valuable ideas are developed in a
systematic an effective manner toward the launch of sustainable, value-generating
and profitable products and services.”165
SCA also exists in the frontline of Swedish companies when it comes to integrating
open innovation into the organization166.
“SCA also applies open innovation as an integral part of the innovation process. Open
innovation enables access to external competence and resources, which is
particularly valuable in terms of customer and consumer insight, and know-how
from related industries in a global perspective. The interaction between open
innovation and SCA’s in-house innovation activities helps to accelerate the
development process and cut costs.”167
SCA is working with an Open Innovation Program, developed by Järrehult together
with his colleagues. Integrated in their open innovation program is the
collaboration with InnoCentive, a collaboration that began 2006 and has since
generated approximately 30 projects.
Chatrine Stridfeldt, who works with research at SCA, describes their way of
working with innovations as project-based where they are encouraged to use
external knowledge where it is suitable. Järrehult states that innomediaries is only

http://www.sca.com/en/About_SCA/strategy/, 2011-04-21
http://www.sca.com/en/About_SCA/strategy/innovation-strategy/, 2011-04-21
165 http://www.sca.com/en/About_SCA/strategy/innovation-strategy/, 2011-04-19
166 http://www.sca.com/en/About_SCA/strategy/innovation-strategy/, 2011-04-21
167 http://www.sca.com/en/About_SCA/strategy/innovation-strategy/, 2011-04-19
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164
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a part of this program and should be separated from other forms of open
innovation, for example outsourcing.

5.1.3 InnoCentive
InnoCentive, founded in 2001168, is currently one of the largest Open Innovation
Intermediaries on the market. They are able to offer clients a network consisting of
250,000 people from 200 different countries169, which makes them the largest
crowdsourcing innomediary170. A quick glance at the their website tells us that:
“InnoCentive is the global leader in Challenge Driven Innovation that bridges the gap
between great ideas and actual solutions to drive measureable results.”171
The variety of knowledge in their network and the crowdsourcing method they use
to exploit it is what makes InnoCentive different from other innomediaries172.
Using their unique approach to differentiate themselves, InnoCentive have
established partnership with prominent organizations like the Rockefeller
Foundation, Procter & Gamble, NASA and SAP173.
To this date over 7 million USD have been awarded to solvers, with an average
success rate of approximately 50%174. The awards commonly lies within a range
of 5 000 USD – 200 000 USD, but there are cases where awards up to 1 million
dollars have been awarded175. However, posting challenges is only one part of
InnoCentive’s business. They offer a variety of services to help companies with
their innovation management, not only by connecting them to external knowledge
but also by implementing the right corporate culture and structure. They have
developed software called InnoCentive@Work that serves as a portal between
employees to help them collaborate, InnoCentive Consulting advises on innovation
issues and InnoCentive ONRAMP is an open innovation program to help companies

http://www.innocentive.com/about-innocentive/corporate-info, 2011-05-09
http://www.innocentive.com/about-innocentive/facts-stats, 2011-05-18
170 ibid, 2011-04-21
171 http://www.innocentive.com/about-innocentive/corporate-info, 2011-05-19
172 http://www.innocentive.com/about-innocentive, 2011-05-19
173 http://www.innocentive.com/about-innocentive/our-innovation-partners, 2011-04-18
174 http://www.innocentive.com/about-innocentive/facts-stats, 2011-04-18
175 http://www.innocentive.com/prize4life-awards-1-million-prize-major-milestone-als-research,
2011-04-18
168
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integrate open innovation to their research and development. Their largest service
is InnoCentive Challenges.
There are four different types of challenges that can be posted at InnoCentive176:
-

Ideation
o

An ideation challenge is a brainstorming challenge where no
intellectual property is transferred. Instead, the solver gives the
seeker a nonexclusive right to use his/her submission, which is
simply a description of an idea.

-

Theoretical
o A theoretical challenge demands a more thorough description of a
solution to a problem that meets the seekers needs. There is a
transfer of intellectual property in exchange for a substantial
payment in return for the winning solution. Exclusive rights are
given to the Seeker.

-

Reduction to Practice (RTP)
o In addition to a detailed description, an RTP-challenge demands
physical evidence that a solvers solution is the better one. More time
is given for these challenges in order to let the solver find evidence
to present, an in exchange a higher cash award is given the winner.
Exclusive rights are given to the Seeker.

-

Electronic Request for Proposal (eRFP)
o In contrast to other challenges, eRFP does not give a direct cash
award. Instead, if an individual or an organization convinces the
seeker that they are the best-suited solver for this challenge a
contract negotiation between the two initiates.

These different challenges can be delved through by searching in categories. These
categories at InnoCentive are business & entrepreneurship, chemistry, food,
176http://www.innocentive.com/problem-solvers/innovation-challenge-types,
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computer science & IT, engineering & design, food & agriculture, math & statistics,
physical sciences, request for partners/suppliers and life sciences. There are no
limits to which categories a solver can look at, i.e. the network available to the
seeker is never limited by prior knowledge requirements.

5.2 The Innovation Intermediation Process at SCA
For this chapter, we have structured our empirical findings to fit the process
framework outlined in chapter 4. We believe that structuring the empirical
findings in this way will increase readability and may help create a clearer
overview of the case studied.

5.2.1 Finding and Selecting Suitable Projects
Kerstin Johansson, open innovation manager at SCA, is the one responsible for
finding and selecting projects suitable for InnoCentive. Johansson has people in
different departments that have been given the responsibility to spot potential
projects, and report them to her. These people are also “missionaries” for open
innovation, meaning that they inform colleagues about open innovation and how
they can use it as a tool to support to their work.
Once a problem has been identified, Johansson will be contacted. She will then use
a checklist for InnoCentive projects developed by SCA. The checklist is created to
avoid common pitfalls and to ensure that previous “lessons learned” from
InnoCentive projects are taken into account. SCA has declined to share this
checklist; however Johansson can share that one important aspect that one needs
to consider is the timeframe for the project, especially if the project is ongoing.
“You don’t have any use of the solution if you have already made the important
decisions in the project.” - Kerstin Johansson
Johansson also comments that SCA will avoid posting highly general questions like
“it would be interesting to hear some ideas about this”. “One needs something that
has already been planned or even is on-going and you need to know what to do with
the result”. “… if you are in a project where you need to explore three different venues
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but you don’t have the resources or the time to explore all of them. This could be a
good example of where InnoCentive could be useful.”
According to Johansson, using InnoCentive should be preceded with a tactical or
strategic decision as there needs to be a “let’s go for this!”– moment preceding the
project to create engagement and ownership in the project.
Speaking of other important factors, Johansson tells us that the people involved is
a very important factor, as projects are only suitable if the people involved in them
feel engaged and driven. According to Johansson, you can’t expect to get a good
result if you approach an innomediary project “with only your left hand”. Instead,
as Johansson puts it: “one will need someone who can explain the problem and drive
it forward”. The role of this “problem owner” is also to be involved in the crafting
of the challenge, to explain the problem in general terms and to be responsible for
the contact with InnoCentive once Johansson has initiated the project.
Järrehult thinks that the idea of innomediaries is well suited for pharmaceuticaland biochemical companies, but could be used in other businesses as well. When
asked if he believes that the size of the client company matters, he answered that it
shouldn’t really matter, even though most companies using innomediaries today
are large companies. He stated however that it is important that the company, no
matter its size, has the competency to evaluate the given results. When asked if
SCA has experienced any situations where the result have been dissatisfying,
Järrehult tells us there have been cases where the task have been too “difficult”
and the results have not been good enough, or simply, no results have been found
at all.
Most of the challenges that SCA has posted at InnoCentive’s website have been of
component- or module-character, that is, they are often cases where what SCA are
looking for is a 'smaller piece of a larger problem'. In these cases it is often easy to
point out what exactly is missing from a working solution, or when it is easy to
define what characteristics the “missing piece of the puzzle” needs to have.
Järrehult tells us how SCA are also looking directly for quality- or process
enhancements. While SCA don’t expect any radical new products or ideas to come
directly from the solvers, Järrehult however, thinks that InnoCentive can be a
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useful tool to find “pieces” of these ideas or solutions that could indirectly lead to
radical product developments.
When asked about what type of challenge they prefer to use, Johansson told us that
they have tried them all, and found that which kind of challenge is the best
depends a lot on what one is looking for. Ideation could be suitable for pre-study
and has the shortest timeframe while an RTP has the longest. The important
question, according to Johansson, is what kind of results they want. If it is
suggestions or ideas an ideation challenge might be the best choice, but if they
prefer specific material provided with evidence an RTP might be the best.
Stridfeldt recalls: “Doing an Ideation Challenge was quite easy. (What we did) was a
'pure chemistry'-question and we could tell very precisely what we wanted – a
compound to neutralize certain other compounds. It also had to satisfy some
environmental and health-related criteria. It was very easy to involve InnoCentive
and have them understand what we wanted with the Challenge. It was a very general
Challenge. The results came in much quicker.“
When asked about what type of challenges that have generated the best results for
SCA, both Järrehult and Johansson agree that the best Challenge is a very specific
one, where it is very clear what they are looking for. However, Johansson means
that when it comes to problems that SCA have had for a long time, for example
some very specific material functionality, the results have been poor. Johansson
believes that these challenges are probably too difficult and requires very
advanced expertise.
Johansson mentions further that they have experienced very good results when
they have looked for methods, such as a way of measuring certain parameters. To
look for new methods in areas where they haven’t had much in-house competence
have been particularly effective, according to Johansson. “We have received very
good help to scan areas where we don’t have much knowledge. The results have also
been unbiased since the solvers mention both the pros and the cons of their
solutions.”
Stridfeldt however points out that there are some limits to this: “It's hard to
formulate a Challenge if you don't have advanced competencies in that area. It's hard
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to keep the questions relevant and to know the appropriate criteria for the
Challenge.”
Regarding other uses for InnoCentive, Stridfeldt comments: “Another nice way to
use InnoCentive is also to look for external solutions only to know 'where we stand'
compared to others. If our problems are very easy for others to solve then that can
signify that we are missing some key competencies.“

5.2.2 Crafting the Challenge
We returned to talk about writing the tasks and how they should be formulated.
From Järrehult’s experience SCA will get the best results when writing the
challenges strictly scientifically. He also tells us about the importance of balancing
the amount of information one gives in the challenge.
“On the one hand you want to give the solver all the vital information they need to
produce good solutions, on the other hand you don’t want your competitors to know
what your plans are and what you are currently working on.“ … “There must be a
balance between your anonymity and the information necessary to present to the
solver.” – Bengt Järrehult'
Regarding this balance, Stridfeldt recalls:
“In my first Challenge, we didn't know how to describe, or how we wanted to describe
our problem. We wanted to formulate it in a way where one could not guess what
product area we were working in. What we realized when we got our solutions the
first time around was that we had been too afraid to describe exactly what the
central issue was. When the results came in, we saw that the solvers had
misunderstood the problem. We had no idea that it was possible to misinterpret the
Challenge in this way. … We then decided to try it again, but this time we decided to
disclose what product area we were working in, so that people with possible solutions
would understand the restrictions. If it's a hygiene product area then solvers won't
submit solutions containing metals for example, as we can't have products
containing pieces of metal. This lead to significantly better solutions. In my view,
what to take away from this is that one shouldn't be too afraid to describe a problem
in a clearer way.”
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Stridfeldt continues: “(in another case) … we wanted to know more about adhesives.
In one Challenge, we wanted to know if there were more ways to hold a product in
place. We had a very clear formulation, but we didn't want others to know it was us
posting the Challenge, or any other hygiene-related company for that matter. To hide
our identity, InnoCentive formulated the Challenge containing an example of holding
a (sports) starting number in place, for example on the chest or on the back. It was a
nice parallel, since what could solve that problem could also solve the different,
original problem. However, Solvers misinterpreted this as having something to do
with 'tagging clothes'. This gives completely different solutions. This tells me that you
shouldn't venture too far away from the original problem when describing it.“
Stridfeldt also comments: “At the same time though, one can get spin-off effects from
other areas (of knowledge) which means that maybe one should not describe the
challenge too ”head-on” either.”
Johansson adds that anonymity also prevents solvers from approaching a
challenge with prejudices and that this could be an advantage.
Johansson means that a big part of the “art” of crafting a Challenge is to find the
general problem and put words to it in the challenge formulation. To be able to do
this Johansson means that one needs to “take a step back, look down at your
problem and ask yourself: ‘what is this really about?’”. She explains that even
though InnoCentive may be able to help you with the formulation, you still need to
be able to explain it to InnoCentive yourself.
Stridfeldt also touches upon this, stating that from experience with inadequate or
misinterpreted solutions she learned that “the more (deep) knowledge you have in a
field, the more important it is to accurately explain your problem and its context.”
Stridfeldt continues: “Since we knew a lot about our field we had to put a lot of effort
into explaining what we wanted and what we already knew. The risk is that if you
don't explain what you already know, you may get it as a solution.“
Johansson points out that to put words to a problem is a very important skill and a
well-crafted Challenge is a big step on the way towards a solution to the problem.
She believes that one has to be open-minded and not be a person who needs to be
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sure of everything before starting. She tells us that a strong need to be sure tends
to lead to Challenges that have been gone through too many times and consists of
too many criteria. From Johansson’s experience, this will lead to worse results.
Stridfeldt also points out that setting up criteria can be beneficial for an ongoing
project: “It's very good for your project internally to specify the requirements (of
solutions), as it gives you a clearer picture of what your project is actually trying to
do.”
While speaking of setting up criteria, Johansson means that the way they do this
depends on the type of Challenge they are working with. For an ideation Challenge
SCA won’t use many strict criteria, since they believe this could have a negative
effect on brainstorming. In contrast however, crafting an RTP challenge requires
more strictly defined parameters, according to Johansson. SCA has primarily used
InnoCentive for technical problems until now, meaning that they usually formulate
parameters in a more strict way.
The quality of the solver’s submissions have, according to Johansson, increased
over the years which she sees as evidence that the skills of both SCA and
InnoCentive have improved over time.

5.2.3 Evaluating Provided Solutions
Just like they have a checklist for selecting projects, SCA also has a checklist for
evaluation of the provided solutions. This checklist is however based on the
criteria set when crafting the Challenge, which means that their checklist is
different from one project to another. Kerstin Johansson explains that the way SCA
evaluates a solution also depends on what kind of solution it is. SCA will do a
theoretical evaluation for theoretical solutions while they might test a solution
coming from an RTP-challenge in practice (i.e. if the provided solution is a
component they test the component in the context it is supposed to be). Johansson
also adds that there have been instances where a solution did not fulfill all criteria,
but the submitted ‘partial solution’ contributed with enough to let SCA continue
working on a solution. In these cases, SCA has decided to reward the partial
solutions.
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Johansson also mentions that they mainly use InnoCentive where their own
knowledge is limited. When asked if they in these cases have the required
knowledge to test the solution once they receive it, Johansson’s answer is that this
is something SCA will consider when selecting projects; if SCA believes that they
won’t have the capacity to test and implement the solution, they might decide to
work around the problem in another way instead of using InnoCentive. In most
cases however, the specific problem that they need help with isn’t very advanced
or complex, according to Johansson. The solution SCA receives comes together
with information about how to use and test it and this information is typically
enough for the scientists and lab personnel at SCA to be able to use the solution,
according to Johansson.
However, Stridfeldt feels it is important when evaluating the solutions to have
someone who knows the field at least reasonably well.
Stridfeldt tells us how having enough time is important when evaluating the
incoming solutions: “One needs to consider things such as what the benefits and
drawbacks of the solution are, if the criteria have been met, if is it reasonable that
the solution actually works, if the costs are reasonable, what the timeframe is, how
much more work one needs to be done to have the solution work and if the solver
can help in some other way, and going through all these considerations can take up
a lot of time.”

5.2.4 Agreement and Implementation
InnoCentive handles transfer of intellectual property by putting most of the
responsibility on the solver. To become a part of the solver’s community you need
to sign what InnoCentive calls the solver agreement. InnoCentive’s website tells us
this:
“The Solver is obligated through the Solver Agreement to cooperate with the Seeker
and InnoCentive and execute all necessary papers to assure that the Seeker obtains
all rights, title, and interests in the Solution and any work product related to the
Challenge. The Solver also acknowledges through the Solver Agreement that they will
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cooperate without further compensation or royalty due to them through a solution
purchased through InnoCentive.”177
Neither Järrehult nor Johansson express any concerns regarding the handling of
licenses and patents. Järrehult even expressed that he is genuinely impressed by
how smoothly this part of the process have been so far and that there have been no
problems. Johansson agrees with this, and they both state that a need for SCA to
have expertise in intellectual property rights so far hasn’t existed.
Once the solution is in the hands of SCA the last phase of the project begins, the
implementation. We asked Johansson if they have developed a model, specific
procedure or in any way standardized how they implement solutions, and she
answered that it is very dependent on the characteristics of the solution and differs
from case to case. She states that: “If the solution is theoretical the implementation
of it is the process of turning theory into practice.” This is carried out by the same
person who, in Johansson’s terms, is the 'owner of the problem' and the person
who will use the solution.
According to Johansson, a big part of the implementation process consists of
planning and preparation, which is conducted already in the project selection and
crafting of the Challenge phases. This is where SCA makes sure that implementing
the solution will go smoothly and that relevant capacity and knowledge exists
within the organization.
There are cases in which SCA have needed additional info from the solver to help
implement the solution. This contact can be made without intermediation from
InnoCentive since SCA get to know the identity of the solver after payment.

177

https://www.innocentive.com/faq/Seeker#25n1263, 2011-04-28
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6. Analysis
6.1 The InnoCentive Intermediation Process
From interviews with SCA, literature studies and a study of InnoCentive’s own website
we have gained insight in how the process of working with InnoCentive looks like. Based
on this, we have visualized this process in figure x, showing the way from selecting
projects to the final agreement and payment.

Figure 1: The intermediation process with InnoCentive

The first step is to identify problems and initiate an innomediary project to solve them.
This could be done in batches of problems, or by sending them one by one. InnoCentive
returns with feedback on how the Challenge is written, or in some cases they come back
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to help break down the problems to more specific pieces. Once both InnoCentive and the
seeker are satisfied with how the Challenge is crafted, it gets posted on InnoCentive’s
website, available for the whole solver network to see. Solvers have the possibility to ask
for additional info or clarification of already posted info, and if InnoCentive are not able
to answer the question it gets forwarded for the Seeker to answer. This communication
is intermediated throughout by InnoCentive to keep the seeker’s and the solver’s
identities from being revealed.
Once the solver has enough information and a proposal for a solution he/she sends it to
InnoCentive for evaluation and screening. InnoCentive might request additional info
from the solver or advice on how the solution should be presented in a document.
Eventually a solution with an attached description on how to use it is sent to
InnoCentive for screening (based on the criteria set when the Challenge was crafted).
InnoCentive comes back to the seeker with advice on whom to pay but the final
evaluation and purchase decision is in the hands of the seeker. Working with
InnoCentive typically removes the negotiation phase as both the seeker and the solver
enters the project aware of who is getting the rights to the solution and for what price.
In some cases a further collaboration between the seeker and the solver is necessary, (or
of a strategic interest to the seeker) and this will require negotiation between the parts.

6.1.1 Adjusted Framework for Collaboration with InnoCentive
As stated previously, the intermediation processes differ between innomediaries. Our
findings in this study made it necessary to adjust our framework to fit the business
model of InnoCentive. InnoCentive is a crowdsourcing innomediary, meaning that they
don’t seek solvers in the same way as for example NineSigma does. NineSigma puts
significant effort into finding solvers with appropriate skills or already existing
appropriate technology. To help this process, keywords are set when crafting the
challenge in order to make it easier for solvers to find challenges of interest to them, and
solvers who have previously shown interest in similar challenges might be sought out by
NineSigma, for example by email. This is however a stage of the process where the
seeker is normally excluded and therefore can’t influence the process. Because of this
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difference, we have left the connection phase out of our adjusted model, as the decision
of using crowdsourcing has been made long before a specific project is selected.
The negotiation phase at InnoCentive is not very extensive as most of the issues are
decided beforehand. To become a member of the solver community at InnoCentive one
have to sign what InnoCentive calls “the solver’s agreement”178. This agreement states
that the seeker gets exclusive right to the solution and the solver is paid a prize award
displayed in the challenge description (i.e. the solver knows exactly how much he/she
can gain from solving this challenge).
Excluding the negotiation and the connection phase leaves us with a process of four
phases: project selection, crafting of the challenge, response evaluation and agreement
and implementation of the solution. These are presented in table 2 together with a
summary of literature connected to each phase and a description of how SCA reasons
during these. Section 6.2 analyzes the findings based on these phases.

178
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Suggested areas of
Importance

Project Selection

Crafting the Challenge

- Different ways of deciding on
projects
- Establish project
characteristics
-Technical / Tactical most
common
- Unintentional benefits to be
aware of

- Clear, concise and compelling
information
- Balance between broadness
and narrowness
- Should be an iterative process
- Confidentiality and anonymity
- Finding the right keywords

Response Evaluation

Agreement and
Implementation

- More than an economic
question
- Time, resources, knowledge
- Knowledge Integration
- Absorptive capacity
- Selection by cross-functional
decision teams, structured
voting or voting facilitated by
the innomediary

- Exploration/Exploitation?
-”The Not-Invented-Here
Syndrome”
- Absorptive capacity
- Develop metrics to measure
effects of Open Innovation.

- Project team consists of
scientists, not ”marketers”
- Aware of the importance of
having appropriate in-house
knowledge for integrating
external solutions

- Full rights to the seeker
- Encourage to think
externally, praising those who
find external solutions
- No need for SCA to have inhouse expertise on legal
issues
- Regular check-up talks with
employees to prevent
dissatisfaction
- Innovation Champion

Sub-division of tasks
Appropriability

How is this handled
at SCA?

- Open Inn. missionaries
- Checklist, to prevent pitfalls
- Need people with time to
engage in the project
- Tactical/ Technical, Methods
- On-going or planned projects
- Leaves out challenges that
are ”too difficult”
- Choose projects where inhouse knowledge is lacking
- Complement to R&D

- Strictly scientific
- Anonymity, awareness of not
revealing new product plans
etc.
-Balance the broadness of
information
- Generalizes the problem
- Considers parameters to be
important in RTP

Table 2: How SCA operates in the different phases
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6.2 Finding and Selecting Suitable Projects
The fact that SCA by now have several years of experience of working with InnoCentive
helps them to more easily identify problems with the right characteristics for an
InnoCentive project. Johansson’s missionaries of open innovation in different
departments “spreads the word” of InnoCentive as a tool for solving of specific problems
and instructs on when it can and should be used, making it available for anyone in the
organization to use. In this way, prospective InnoCentive-Challenges will reach
Johansson through bottom-up communication within SCA. This also means that the
person who will later be responsible for the connection with InnoCentive (this person
will become the problem-owner in Johansson’s terms), is likely to be highly engaged in
the problem and have the competence to explain what the problem really is, what the
requirements for an acceptable solution is, how it will be used and in the end the
appropriate skills to implement it to his or her on-going project.
Our findings indicate that preparation is of vital importance throughout an InnoCentiveproject. Planning and evaluating projects before initiating them can, according to the
respondents, spare a significant amount of time and work with the implementation. A
thorough evaluation of an organization’s potential and capability to integrate the
requested knowledge should, according to the respondents, be done in advance to
exclude projects that one might not be able to make use of. Selecting a project is
therefore not only a question of “which of these problems are suitable for crowdsourcing
of solutions?” but also “which of the problems are likely to return a solution that we have
the capacity and resources to use?”. This also gives indication that exploration might not
be a suitable strategy to use innomediaries for, as an exploration strategy in many cases
suggests involvement in new areas of knowledge where the in-house competence might
be inadequate for implementation.

6.2.1 Knowledge transfer and Solution adaptation
Since the problems given to InnoCentive mainly are of component or module character,
knowledge transfer has not been a significant obstacle. Rather, as the respondents point
out, if one spends time thinking about how exactly the possible results could be utilized
the risk of receiving a result one does not understand how to use is minimized.
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Additionally, if a problem can be well defined and separated from its environment then
it is also unlikely that the solution will be too difficult to understand, as how a solution
will interact with other parts of a project or product is already explained in the challenge
itself and adaptations to fit the situation are done by the Solver before submitting a
solution, or after having received solution feedback from InnoCentive or SCA.

6.3 Crafting the Challenge
The way SCA reasons about how to craft the challenge to get the best solutions from the
solver community lies remarkably close to what the literature suggests one should
account for. SCA seem to be careful in how they balance the amount of information
given. The interviewees at SCA stress the importance of giving clear information directly
related to the problem but also of leaving out irrelevant and confusing information. This
can also be tied to anonymity and how information can be presented without unveiling
one’s identity. It is unlikely that the benefit from innomediary collaboration is large
enough to cover for lost competitive advantage if a competitor beats you to an
innovation. Crafting a Challenge should therefore involve a balance between not only the
broadness of the information given, but also the amount of identity revealing
information. If there is a possibility to remove identity revealing information without
decreasing the solvers chances of finding a solution, then obviously that opportunity
should be taken advantage of.
This is also related to the literature suggesting that the information should be clear,
concise and compelling. SCA have experienced satisfying results when writing their
Challenges in a strictly scientific way and when the problems have been very specific.
This should indicate that, besides the fact that keeping information clear and concise,
the problem needs to decomposable into very specific tasks, where needs are easily
identifiable.
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Illustrative example:
Let’s say that you are currently developing a new mountain bike, but you have realized
that every time the bike is exposed to a fall of more than two meters, the shockabsorber breaks. Now, after you have looked closer at this problem you find that a
spring used in the shock absorber is too weak to handle the amount of pressure that
comes from a fall of two meters. This finding means that instead of presenting your
problem as “My mountain bike breaks every time it falls more than two meters, how can
I fix this?” you now know that you need “a material that can be shaped as a spring and
handle this particular amount of pressure”. By sub-dividing your problem down to this,
you are now able to write a Challenge where you can give clear and scientific
information and at the same time prevent yourself from revealing any of your
mountain bike plans or your identity.

Another aspect of crafting Challenges is to what criteria one should set for acceptable
results. Johansson implies that there is a need for an open-mind when setting these
criteria, as you don’t want to limit the creativity from the solvers. However, we also
believe it is important to be aware of what to expect from different kinds of Challenges.
An Ideation Challenge is probably not the best type of Challenge to use for a very specific
problem as it is primarily used for brainstorming. Having many and very strict criteria
removes the possibility to “think-outside-the-box”, which will would likely not have a
positive effect on a brainstorming task. If the Challenge is of a more specific type; let’s
say you seek a new material that has to fulfil some requirements if it is to be of any use
to you (for example the ability the handle a certain pressure, temperature etc.), then this
would require more specific criteria to filter ‘false positives’.
SCA have learned by trying. They have tried the different types of Challenges offered by
InnoCentive and experienced varied outcomes. Evidently, as the success rate has
increased over the years both SCA’s and InnoCentive’s skills have improved and it seems
as one of these improved skills is knowing how to successfully craft their Challenges.
They no longer post “it would be interesting to here your ideas about this” – sort of
Challenges and they have found that sending very specific Challenges to InnoCentive
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have generated the best outcome. They have also realized that problems where they
have struggled themselves for years and that are to be considered of a high degree of
difficulty, often is too hard for solvers at InnoCentive to find a solution for. Challenges
where the problem has been very specific (often a technical problem) and not too
difficult, and where the Challenge has been written in a clear and concise way appear to
have generated the most satisfying outcomes for SCA. It is however also possible that
the reason for “going specific” is that doing so will produce to more measurable results,
which likely gives better arguments for continued collaboration. When the only result of
an innomediary project is an increased understanding (or other insights) the results
become very hard to measure in economic terms, and thus might be hard to justify and
defend in a profit-maximizing environment, even if the results themselves may lead to
other, perhaps highly profitable, innovations.
Balancing the broadness of information given in the Challenge has been frequently
mentioned during interviews, but we believe there is also another aspect to consider:
How a Challenge is crafted affects the ‘broadness’ of the submitted solutions, meaning
that the Seeker can modify parameters in the Challenge to produce more or fewer
results (i.e. affecting the variety of solutions).
Considerations on the ‘broadness’ of the provided solutions:
-

Setting up many and strict criteria will most likely lead to fewer provided results
and reduce the level of creativity.

-

Giving less information about the context in which the solution is supposed to be
integrated could produce more solutions provided from unexpected areas of
knowledge but may generate more ‘false positives’.

-

The prize award itself can be used to increase/decrease the amount of solutions.
Setting up a high prize award will probably attract more solvers to make an effort
to produce a solution, while a lower prize award might attract only the solvers
who find it to be an “easy” Challenge. In other words, a low prize award could
exclude solvers whose expertise lies within other areas and reduce inadequate
solutions. At the same time though, it could mean that good results coming from
unexpected solvers will never be submitted.
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-

InnoCentive’s website lets the solvers search among Challenges in a search field.
Setting up keywords could therefore have an effect on how many solvers that will
look at your Challenge. General keywords like “Technical” will result in more hits,
while more specific keywords, like for instance “Pseudoephedrine”, will result in
fewer hits.

Both SCA and literature point out that the innomediary collaboration process is to be
considered an iterative process with a learning curve that will affect the pay-off and
success rate of the innomediary projects, and that defining and isolating a task is an ‘art’
in itself with few general guidelines that carry over between projects. It is therefore
difficult to offer specific advice on how to improve this process. We would, however, like
to highlight Kerstin Johansson’s statement on the subject; that it can be important to
have project members with a high degree of openness and a high tolerance for
uncertainty, as these traits seem to fit the process well.

6.4 Evaluation of Provided Solutions
SCA evaluates the provided results based on a checklist made out of the criteria set
when the challenge was crafted. How this is actually done differs from one Challenge to
another as they all have different characteristics. Naturally, a theoretical Challenge
needs a theoretical evaluation, whilst a solution in the form of a method should be tested
practically. The importance of these criteria seems high, as they act as a filter for what
solutions will slip through a first screening at SCA. Setting inappropriate criteria could
mean that good solutions never pass the first screening, or the other way around,
inadequate solutions slips through when they should not.
It seems as this phase is very much included in the finding and selecting phase, as solid
preparation seems to spare a lot of time and effort later on. Based on the conducted
interviews to this study, the ‘evaluation’-phase seems to not be a big concern for SCA,
partly because they are satisfied with how InnoCentive handles this and partly because
they seem to enter new projects well prepared. In contrast to this we were interested in
how they handle the paradox of mainly sending non-core competency Challenges to
InnoCentive, and evaluating and implementing the submissions. One could imagine that
problems arise if SCA receives solutions that they might not have the knowledge to
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implement or even evaluate. It seems, however, in the case of SCA that this is not an
issue in most cases, as the submitted solutions generally have a low degree of
complexity and the instructions attached with the solution have been enough for SCA to
use. In cases where instructions are unclear, the Seeker can also request additional info
and clarification from the Solver.

6.5 Agreement and Implementation
InnoCentive's business model helps reduce SCA's involvement in handling of patents
and licensing issues.

A Seeker will specify under what conditions they would be

interested in buying a solution and InnoCentive will then screen the solutions and come
back to the Seeker with solutions fulfilling the most of these criteria. The solver
agreement at InnoCentive gives the seeker full rights to use any incoming solution and
guarantees that the solver possesses the right to transfer any intellectual property. This
means that both the seeker and the solver are fully aware of the price and the ownership
of the solution, which reduces the need for negotiation to a minimum. The
appropriability problem is also removed from the transaction as everyone understands
and follows the regulations and the procedures set by InnoCentive.
Once a solution has been paid for, SCA will also learn the identity of the Solver. This
opens up for further collaboration if and when SCA deems it appropriate. Until now
however, SCA have not found this to be necessary.
SCA has on multiple occasions highlighted that the best way to ensure a smooth
implementation is to:


Set the right criteria by identifying and separating the correct “need”.



Ensure that a solution will fit in the project timeframe.



Make sure that the provided solutions can and will be used in the project.

Curiously, this is reminiscent of what is usually done by a purchasing department in any
larger company, and raises the question of whether involving skilled purchasers in the
Selection phase might be a good idea. It seems as selecting an appropriate Challenge
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does a big part of the implementation work, as the definition of “appropriate” in this
case involves selecting Challenges that you know you can make use of.
Some work is still to be done though, no matter how well selected a Challenge is. At SCA,
the problem-owner is also responsible for putting the solution to work, and it is
conceivable that this has the following effects:
-

The problem-owner will use the solution in his/her daily work, and knows how it
should be implemented. There is already a place for the solution at SCA when it is
received.

-

There is no established routine for implementation of solutions provided from
InnoCentive’s network, as different people are responsible every time.

-

It increases the decentralization of the open innovation program at SCA as
solutions can be directly implemented at a line-worker level.

-

The risk of the-not-invented-here syndrome to break out minimizes as the
person who, in other cases, would have felt put aside is the same person who
have requested the solution and will use it.

The Not-Invented-Here-syndrome seems to not be a significant obstacle at SCA as
InnoCentive has been marketed internally from the beginning as a tool and a
complement to internal R&D, rather than as a rival to it. This is constantly stressed
within the organization through “missionaries” placed in different departments. The use
of outside ideas and technology is also encouraged through performance reviews with
employees, also making sure to spot dissatisfaction. It is hard to value the meaning of
the fact that SCA were made aware of the risk of the not-invented-here syndrome, but it
is, according to us, fair to believe that having a plan to prevent this from happening has
helped SCA.
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7. Discussion & Implications
7.1 The Source of Innovations
Although InnoCentive falls under the “Innovation Intermediary” umbrella through
common definitions, we believe that this definition is somewhat misleading. What might
be a more fitting definition in InnoCentive’s case is perhaps “Problem-solving
Intermediary”, since InnoCentive and its network do not deliver innovations directly,
but rather removes obstacles in the innovation process. InnoCentive highlights this with
their statement: “Organizations do not have a shortage of ideas. They have a shortage of
real solutions to the problems that matter most to their missions and goals.”179
The task to find the real innovations lies with the Seeker. The innovation process does
not, and should not begin with a call for help to InnoCentive. Reaching new innovations
often requires a combination between a new technology or idea and a new (or newly
identified) market need. InnoCentive can only offer one part of this ‘recipe’; that is, the
technology or the idea and thus should not be expected to deliver “ready-made”
innovations.
That is not to say that InnoCentive’s network can not deliver innovative or unexpected
solutions to the seeker’s problems, as this may very well lie within the network’s
capabilities.

7.2 The Network, the Appropriability Problem and
their effect on innomediary collaboration.
It is clear to us that the nature and scope of the solver network and the way the
appropriability problem is approached and “solved” by the innomediary can have a huge
impact on what results can be reasonably expected from collaboration with it.
InnoCentive’s niche in the innomediary market seems to be to offer ‘small but cheap’
solutions of a rather low technical complexity, without necessitating complex licensing
179

https://www.innocentive.com/seekers/challenge-driven-innovation, 2011-04-29
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agreements. Keeping complexity low (and/or modularity high) for posted Challenges
will likely help eliminate problems that would otherwise arise from the transfer of tacit
knowledge (or know-how) and will reduce the need for extensive adaptations of a
purchased technology. Additionally, anyone using InnoCentive will not have to bear the
risk of having a partner acting opportunistically (other than InnoCentive themselves).
Conversely, it is therefore conceivable that innomediaries who instead focus on
licencing and partnering solutions and/or promotes collaboration within the network
can offer more complex and valuable solutions. However, it seems reasonable to believe
that the drawbacks of such “high-complexity” approaches are significantly higher
transaction costs for the Seeker, such as costs for negotiating a contract, transferring
knowledge and adapting technology to fit unique needs. A Seeker using such an
innomediary may also have to bear the risk of having a solution provider acting
opportunistically.
Using an innomediary for an appropriate purpose will thus be a matter of first knowing
the characteristics of the innomediary’s network and how the innomediary handles IP
rights and negotiations with solvers. Seeing an innomediary as a tool for reaching
increased exploitation capacity is, as we see it, very reasonable in the case of
InnoCentive, but this may not be the case when using an innomediary with a different
business model.

7.3 Modularity and the Need for Basic Knowledge
Based on this study, we have found that for SCA to be able to quickly and effectively find
and implement a new solution, the solution should preferably be modular to some
degree. More specifically, it is our interpretation of the empirical material that in order
to get the best results, how a solution will fit in a new product or project needs to be
known and well defined before the solution is found. Defining the parameters of a
currently unknown solution in this way can, however, be difficult indeed.
When buying solutions or technology, the questions “what do we need?”, and “what
should we look for?” are not trivial. Paraphrasing Socrates: What we know we don’t know
is, for most people, a smaller subset of what we don’t know we don’t know. When the best
solution to a problem lies outside of the first category, innovating companies have a
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significant challenge: How can we know to look for a solution if we don’t know that we
lack knowledge about it?
A way to approach this challenge is perhaps to make sure that one has at least a basic
understanding of what one believes to be the relevant scientific fields before trying to
craft a Challenge. If we don’t yet know enough about a problem to be able to find the
best solution ourselves, by learning more, maybe we can at least learn to define more
precisely what it is that we don't yet know. It is conceivable that this effort could be the
deciding factor in helping somebody else to understand what we are actually looking for
(even though we may not be fully capable of expressing it ourselves) and this person
may then be able to deliver a solution, or at least tell us in which ‘direction’ our
understanding needs to be increased.
Having a need for a basic understanding of the problem-related scientific fields before
delegating the problem to someone else will also mean that the potential benefits from
the outsourcing of problem-solving will be limited, as this ‘need’ will put bounds on how
much of an organization's knowledge can be replaced by external knowledge. It is
therefore our prediction that we will never see “pure” instances of R&D outsourcing
through only the use of ‘expert networks’.
It has been put forward that what makes the technology markets work well in the “hightech”-fields is a high degree of modularity among the technologies being transacted180.
Among other things, we set out to study how the challenges related to the markets for
technology were being overcome. The ‘truth’ of this matter however seems to be that
this was perhaps a somewhat faulty assumption, as what we found could be interpreted
as yet another example of how this same technology characteristic; modularity, was
being relied heavily upon also in a “low-tech”-field and that the market challenges were
not “solved” per se, but merely avoided (with the exception of the Appropriability
Problem, for which an interesting solution was indeed found).
It can therefore be theorized that where we will see future technology market growth is
in areas where sufficient problem modularity can be found, or perhaps be created. The
reason we say “created” here is that SCA seems to be able to influence the general
Arora, A., Fosfuri, A. & Gambardella, A. (2001) Markets for Technology – The Economics of Innovation
and Corporate Strategy. The MIT Press. Cambridge, Massachusetts.
180
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degree of problem modularity by training and educating its employees in problem
formulation. It is conceivable that fields exist where the market actors don’t yet know
that their problems can be “modularified” (that is, be broken down to specific enough
problems) enough to make a market function the quickest or most cost-effective path
towards a problem’s solution.

7.4 Radical Innovations, Exploration and Exploitation
As explained in chapter 4; sufficiently complex technology transactions will be
accompanied by limitations and complications stemming from the nature of technology
itself. InnoCentive and SCA gives us an example of a ‘work-around’ for these problems:
Keep problem complexity as low as possible and problem modularity as high as possible
for posted Challenges.
Radical innovations, then, seem incompatible with a crowdsourcing tool relying on this
solution, as we believe radical innovations require a higher level of complexity (and/or
lower level of modularity) to be conceived and this would make them bad candidates for
problem-solving-by-crowdsourcing solutions. Additionally, a true breakthrough
innovation is also often an innovation coupled with a new market insight or newly
identified customer need, and this last part is obviously not something a problemsolving-by-crowdsourcing tool such as InnoCentive is likely to assist with.
It is also clear to us that SCA do not expect radical new ideas or technology from their
collaboration with InnoCentive and we believe that this is a very reasonable expectation
to hold as it lies in line with the reasoning above. However, we also feel the following is
relevant to consider:
1. The fact that the reward for a solution is set beforehand will also mean that if a
solver feels that the solution is more valuable than the offered reward the solver
may simply not share the solution. Since a radical innovative solution is
potentially very valuable, a Solver might also prefer a licensing agreement over
completely transferring the IP for a lump sum. Lacking a licensing or partnering
option, Solvers might look elsewhere to capitalize on their technology.
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2. The requirement from InnoCentive of completely transferring ownership over a
solution will affect the chances of academics and scientists contributing with new
research, as these individuals rarely own their IP themselves. Typically, the IP is
instead owned by their institution, such as a university, and this type of entity is
likely quite uninterested in completely transferring IP ownership over new
research and technologies, especially without having the option to negotiate the
price. Without this source of new research and technology in the solver network
the chances of receiving radical solutions will likely be limited.
3. A radical solution is perhaps complex in nature, and thus might require a deep
understanding of a diverse set of technological fields to be conceived. It is
unlikely that any single individual will possess this knowledge, and discouraging
interaction between Solvers' through competition over the reward will likely
hamper collective collaborative efforts from the Solvers. Without collaboration
between solvers, the likelihood of finding a radical solution may decrease.
4. A radical solution will likely include some degree of “outside the box”-thinking.
Defining a problem and setting parameters for an acceptable solution will reduce
the available ‘solution space’. Such a reduction will likely reduce the chances that
a solution will be radical in nature.
Taken together, these factors provide an excellent argument for why one should not
expect a radical innovation, or significant parts of one, to be the product of collaboration
with InnoCentive. Instead, as SCA points out, the merits of using InnoCentive lies in the
ability to more cheaply solve problems where the seeker lacks specialist knowledge,
such as non-core activities and problems.
Though James G. March portrays innovation activities as belonging to the ‘exploration’
field181, we feel a more nuanced approach is appropriate. Innovation activities can take
many forms, and innovations resulting in radical new products are probably the product
of successful Exploration. As Andriopoulos and Lewis puts it: “Exploration ... entails the
development of new knowledge, experimenting to foster the variation and novelty needed

James G. March (1991), Exploration and Exploitation in Organizational Learning.Organization Science,
Vol.2, No. 1. pp. 71–87.
181
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for more radical innovation.”182 It is however also possible that an innovation is a
process improvement, or “a new way of doing the same thing”, more fitting March’s
definition for ‘exploitation’ activities.
This study therefore suggests that a Seeker company should first and foremost consider
using InnoCentive if it is looking to increase its exploitative capacity, further also
meaning that InnoCentive should mainly be viewed as a complement to R&D
departments department rather than a substitute to them. However, the ‘unintended
benefits’ that can be the result of the collaboration have some clear ‘exploration’characteristics, such as promoting a better understanding of a problem, helping a Seeker
react to exogenous changes and helping the Seeker get familiar with a new technological
field without necessarily delivering a direct solution to a problem. It can therefore be
hypothesized that the ‘unintentional’ benefits that can come from using InnoCentive will
add to the diversity of an organization’s knowledge while it is acting exploitatively, thus
increasing organizational ambidexterity.
Birkinshaw et al suggested that the use of an external innovation forum is best suited for
a different purpose than an internal innovation forum because of the differences in
knowledge breadth and context understanding between the different forums183. We
believe the SCA-InnoCentive-collaboration can help clarify this suggestion: It seems
plausible that an internal forum is the better choice to be relied on if an organization is
looking to enhance its explorative capacity and external forums are perhaps better
suited when one is looking to enhance an organization’s exploitative capacity.

7.5 Challenge Crafting: A Parallel to NineSigma
We have argued in this thesis that the differences between InnoCentive and
innomediaries with different business models could decrease the possibility to
generalize our results outside of the studied case.

However, Lopez-Vega and

Vanhaverbeke’s recommendations on how a company should work together with
Constantine Andriopoulos, Marianne W. Lewis (2009) Exploitation-Exploration Tensions and
Organizational Ambidexterity: Managing Paradoxes of Innovation. OrganizationScience Vol. 20, No. 4, p.
696.
182

183

Birkinshaw, J. Bouquet, C. Barcoux, J.L. (2011) The 5 Myths of Innovation. MIT Sloan Review. Vol 52. No

2
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NineSigma in the Crafting phase seem to be mirrored by our findings. The way SCA
reasons about Challenge crafting; i.e. that it should be clear, concise and balancing the
information and anonymity, is very similar to what Lopez-Vega and Vanhaverbeke
recommend clients of NineSigma to do. Obviously, this indicates that Challenges at
NineSigma and InnoCentive are formulated in much the same way.
We have argued that in order to formulate a problem in a clear and concise way that is
understandable to the Solver, one could be helped by sub-dividing the problem into
more specific ‘bits’ and/or by keeping problem complexity low. Based on this argument,
it is conceivable that also NineSigma Challenges should be preceded by a sub-division of
the identified problems to increase modularity and that more specific problems with
lower complexity written in a clear, concise (and compelling) way are more probable to
generate successful results at NineSigma as well. As we have argued earlier, using an
innomediary for very specific problems with a low degree of complexity and a high
degree of modularity points to an exploitation strategy as the main benefit to draw from
InnoCentive rather than the explorative ditto, and it therefore seems reasonable to
believe that this parallel between NineSigma and InnoCentive indicates that also
NineSigma is mainly capable of increasing an organization’s exploitative capacity, even
though their business model (which focuses on negotiating licensing and partnering
solutions) theoretically offers more opportunities for organizations to be explorative.
Whether or not an innomediary can be an appropriate tool to use if the end goal is to
increase an organization’s explorative capacity is beyond what this study can answer,
however upon observing this ‘Crafting’ parallel we have certainly become more doubtful
about if we will ever see examples of innomediaries being used for purely explorative
purposes.

7.6 Benefits from Using InnoCentive
Even though all of our interviewees pointed out a few failures along the way, it is our
interpretation that the collaboration with InnoCentive has been profitable in terms of
time and money. The interviewees all seem thoroughly convinced that InnoCentive has
more utility than cost and they are supported by the cost/benefit analysis conducted by
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Forrester Consulting, who estimated the average return on investment to 74% per
project.
The respondents explain that SCA has received the most satisfying results when
searching for solutions to very specific problems with a low degree of complexity and/or
a high degree of modularity. We therefore hold that it is likely that specific problems
with low complexity/high modularity can generate significant benefits (that is, perhaps
more than indicated by the report by Forrester Consulting) for SCA in terms of both time
and money. Additionally, InnoCentive seems to be able to offer a flexible form of extra
search capacity when SCA feel they lack resources to explore all possible paths to a
solution.
It has also been suggested that InnoCentive may be able to provide a way to measure
how an organization’s internal knowledge relates to others. This could make
InnoCentive useful also as competency-strategy diagnostic tool.
From an exploration/exploitation perspective, it is clear to us that the main benefit SCA
can draw from the use of InnoCentive is an increased exploitative capacity. However, as
we argued in chapter 7.3, it is also possible that Exploration benefits and perhaps also
ambidexterity benefits are also being drawn from the collaboration.
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8. Conclusions & Recommendations
8.1 Answering the Research Questions
How can a Seeker benefit from the use of an innomediary?
This study leads us to believe that the innomediary InnoCentive can add potentially
significant value to Seekers in the following way:
-

InnoCentive can benefit a Seeker in terms of time and money when solving
problems, particularly when the problems allow for the crafting of very specific
Challenges with low complexity and/or high modularity.

Additional benefits appear to be:
-

Using an innomediary to add extra search and problem-solving capacity can
increase the Seeker’s flexibility.

-

Using an innomediary can provide a way for Seekers to measure how their
internal knowledge relates to others.

How can the use of an innomediary affect a company's exploration and exploitation
capacity?
-

InnoCentive, when used appropriately, can increase a Seeker’s exploitation
capacity.

-

The ‘unintentional benefits’ that can be a by-product of innomediary
collaboration seem to have ‘exploration’ characteristics and using InnoCentive
can thus perhaps also help to promote an increased exploration capacity and
perhaps also ambidexterity.

Complications, Recommendations and ‘field lessons’: How can an organization
maximize the returns from innomediary collaboration?
This section outlines what we believe to be the most important considerations and
recommendations when using innomediaries, based on this study. The section is
structured by what we perceive to be the appropriate level of generalizability for the
recommendations.
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Applies to Innomediaries in general:


The 'Not-Invented-Here-syndrome' and how it can create a need for cultural
management when integrating external, technology and/or solutions is a
complication which we believe is important to be aware of and take steps to
avoid for any company integrating external knowledge.



Anonymity is a potential complication to consider when using any innomediary,
as posted Challenges are available for members of the network to see. It is quite
possible that competitors are members of this network and will monitor the
Challenges posted. Giving very specific and detailed information in a Challenge
could therefore reveal the Seeker’s identity, future plans, and strategy to a
competitor, which could be highly damaging to the Seeker.



Learn how licensing and patents are handled by the innomediary and get to
know what kind of individuals and organizations the network consists of.
These factors can define and/or limit the purpose the innomediary can, or
should, be used for.



It seems that in order for SCA to get satisfying results from InnoCentive, SCA
needs to have at least a basic understanding of the scientific fields related to
the problem before trying to look for a solution. We believe this can be
generalized to apply to all innomediaries, and perhaps all search functions, as
‘knowing what to look for’ is in itself a highly general problem.

Applies when using Challenges to find solutions:
Challenge-driven problem solving here refers to the process of finding and formulating a
‘core’ problem, attaching a reward, and sending the problem out to a number of
potential solvers. Many of the interesting topics that have surfaced during our research
have concerned this process specifically, which is why we feel it deserves its own
section.
The recommendations below are, we feel, applicable to all Challenge-driven problemsolving processes.
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Find a specific problem by dividing an original problem into its parts. This can
help you better understand what is needed and can help you set appropriate
criteria. If you don’t understand the problem yourself it is not likely that you can
explain it in a Challenge.



Make sure you have at least a basic understanding of the field(s) the problem
belongs to. Venturing completely outside of the organization's existing
knowledge base can pose problems when:
o Trying to find the 'core' problem.
o Attempting to set criteria for acceptable solutions.
o Evaluating the incoming solutions.



Most of the work with the implementation of the solution, once delivered, seems
to be done by SCA before it is received. One may therefore be able to reduce the
necessary implementation work when formulating a Challenge by:
o Setting the right criteria by identifying and separating the correct “need”.
o Ensure that a solution will fit in the project timeframe.
o Make sure that the provided solutions can and will be used in the project.



Proper evaluation and ranking of alternatives can be highly time-consuming,
especially when a large number of interesting prospective solutions have been
produced. Be aware of this when using Challenges to solve problems.



Balance the information given in the Challenge and make sure anonymity is not
compromised when it should not be. The aim should be to give Solvers all
necessary information without revealing your identity when anonymity is of
value.



Involve a ‘problem-owner’/’Challenge-owner’ in the planning and evaluation
phases. Since this person is the one who will use the solution in his or her daily
work, it is likely that this person will have the appropriate “drive” to see the
project through and the necessary competences to evaluate the incoming
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solutions. Designating a problem owner can also help reduce or eliminate the
Not-Invented-Here-syndrome.


Advertise the option of external problem solving and reward the use of external
knowledge. This can help eliminate the Not-Invented-Here-syndrome and can
increase the benefits from collaboration.



Write the Challenge in a clear and concise way to prevent confusion and
inadequate results.



Consider that the more you know about something you wish to craft into a
Challenge, the more important it can get to explain what you already know to
others. Otherwise you may risk getting something you already know as a
solution.



Consider the degree of broadness and variety of the solutions you want
submitted. They way you write your Challenge will have an effect on this.

Applies when using InnoCentive specifically:


Don’t expect radical solutions or ideas. InnoCentive should be considered a
complement to an organization’s existing R&D and innovation programs, not a
substitute to them.



Challenges that SCA have struggled with for a long time have in most cases
turned out to be too difficult for the solvers at InnoCentive as well. Don’t use
InnoCentive primarily to solve these kinds of problems.



Components, modules, methods and other highly specific and easily definable
problems/Challenges have generated the most satisfying results for SCA.



Problems found in on-going projects are often suitable for posting at InnoCentive,
but make sure the project timeframe will fit the Challenge timeframe.



The instructions that are submitted together with the solution should be
thorough and understandable, otherwise ask for additional info or consider other
solutions.
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8.2 Completing the Table

Suggested Areas of
Importance

Project Selection

Crafting the Challenge

- Different ways of deciding on
projects
- Establish project
characteristics
-Technical / Tactical most
common
- Unintentional benefits to be
aware of

- Clear, concise and compelling
information
- Balance between broadness
and narrowness
- Should be an iterative process
- Confidentiality and anonymity
- Finding the right keywords

Sub-division of tasks

Response Evaluation

Agreement and
Implementation

- More than an economic
question
- Time, resources, knowledge
- Knowledge Integration
- Appropriability
- Invest in absorptive capacity
- Cross-functional decision
teams, structured voting or
voting facilitated by the
innomediary

- Exploration /Exploitation?
-”The Not-Invented-Here
Syndrome”
- Absorptive capacity
- Develop metrics to measure
effects of Open Innovation.

- Project team consists of
scientists, not ”marketers”
- Sees the importance of having
appropriate in-house
knowledge for integrating
external solutions

- Full rights to the seeker
- Encourage to think
externally, praising those who
find external solutions
- No need for SCA to have inhouse expertise on legal
issues
- Regular check-up talks with
employees to prevent
dissatisfaction
- Innovation Champion

Appropriability

How is this done at
SCA?

- Open Inn. Missionaries
- Checklist, to prevent pitfalls
- Need people with time to
engage in the project
- Tactical/ Technical, Methods
- On-going or planned projects
- Leaves out challenges that
are ”too difficult”
- Choose projects where inhouse knowledge is lacking
- Complement to R&D

- Strictly scientific
- Anonymity, awareness of not
revealing new product plans
etc.
-Balance the broadness of
information
- Generalizes the problem
- Considers parameters and
criteria to be more important in
RTP

78

Innovation Crowdsourcing – Exploring the Use of the Innovation Intermediary in Innovation Projects
Claes Sonde & Fredrik Aalto Hagman – University of Linköping, Sweden – Spring 2011

Analysis and
conclusions

- Thorough preparation in this
phase facilitates all other
phases
- Exploitation rather than
exploration
- Requires involvement and
engagement from employees
and problem owners
- Used for very specific
problems, which helps to craft
and implement it
- Consider the capacity to
implement the solution

- Sub-divide tasks, helps to keep
anonymity and to give clear and
specific information of the
problem.
- The criteria will act as a basis
for the evaluation
- Broadness of the solutions is
affected by: criteria, amount of
information, the prize award,
keywords.

Table 3: Analysis and conclusions regarding the intermediation process.
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- Checklist requires appropriate
criteria
- A low degree of complexity
reduces the need of in-house
expertise
- Important that the attached
instructions are thorough and
understandable

- Positive effects of having the
problem-owner as
responsible for
implementation
- Awareness of the NIHsyndrome, helped them
prevent
- InnoCentive’s business
model minimizes the
negotiation and agreement
phase
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9. Ideas for future research
We have in this thesis shown one main way an innomediary can be beneficial for a
Seeker company. This, however, does not mean that there are no other suitable methods
of using InnoCentive, or other innomediaries. It would therefore be interesting to see a
study where different innomediaries with different business models and the outcomes
of their use are compared. With this material it would perhaps be possible to formulate
“best practices” for the different kinds of business models and network characteristics.
We are also very much interested in learning to what extent innomediaries with more
‘flexible’ business models (i.e. with licensing and partnering solutions) can contribute to
the development of more radical innovations and/or exploration capacity.
The introduction to this thesis also contains the hypothesis that the usefulness of an
innovation network will increase with an increasing network size. We would like to see
to what extent this hypothesis is true. Knowing how (or if) the usefulness of the
networks will increase could help Seekers more accurately plan and evaluate
innomediary collaborations.
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