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The am for the thesis isfirstly to analyzethe current state of @ompany dynami
innovation capability by utilizing its subcategori€&econdlytheaimis to analyzethe
currentstateof the first phase (front end) of thksruptiveinnovationin the compan
from a process and management point of vidlve purpose for thehesis isto createa
development plan which will assigt improving dynamic innovation capability ar
reinforcethefront endof disruptiveinnovation Nowadays, companidsveto look for
innovative solutions tgain acompetitive advantagaver their rivals Thisis the reasot
why improving dynamic innovation capdhy is consideredmportant fora company
In addition, it is recognized widely that many companies are struggling to manag
end ofdisruptiveinnovation Due tothis, a secondary goal for tltevelopment plan we
to clarify thefront end ofdisruptiveinnovatian.

In themeinterviews key development targetgere recognized, foring the basef the
development plan for the compare cevelopment plan wagesignedor three year
utilizing characteristics of dynamic innovation capability in literaturet lalso
recognizing themportance of front end ithe whole innovation process. In addition
wascarefully considerethatall subcategorieareevolvedin paralleleach yeam a way
that ensures aomprehensive and coherent development plahich eass the
implementation for the company.
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1 INTRODUCTION

1.1 Background

Innovation is a key for success aamchievinga competitive advantage for a compaiiis is
not a newconceptfor any companyimingto be profitable and is looking for growih the
future. What comes to innovation, companies tenchtwse quite easily the way to innovate
incrementally where risks are low but also growth expectati@siadestlt increasesigidity

for companies as dominant design netliat only small improvements and small adjushts
are done for existing prodwcor processes. Thuscan be said tha companys locked in for
incremental innovation. However, what workeforeis notnecessarilyvorkingin the modern
environmentanymore. Focusing merebn core competencidsnown asb wher e we ar e
at 0 easen the risk to be overtaken by entrepreneurial companies which have disruptive
innovation capability taffectmarkets. Sahe keys for keepingompanies alive nowadays are
capability of being radical to sustain competitive advantage, offer unpreceédrrg®mer

benefits and achieve substantial cost reduction.

Moreover, it is not enougto only generate radical innovation ideas as those arevalable

if not processed and evolved correctly through an innovation process. Current literature presents
three main phases in the innovation process. The first one is called Front End which is usually
less known and precedBlew Product DevelopmenNPD) and commercialization. As being

less known idoes not meathat its role is insignificant in the innovati process. In contrast,
literature recognizes th#te more radical the innovatiothe more important front end phase

is in the whole innovation procesBhe mportance of front end is to run all activities and
decisions to comprisgnew business concewhich isthe starting point fora successful NPD
process. Weltonducted and managed front end enables gates Wigeigeaeither continues

for the NPD process or will be killed in early stages. At this pdietidingto continue or not

with an idea ighe cheapest and will save time and resources in later innovation phases.

Company X is a Finnish food manufacty companythat provides healthy and responsibly
produced products in domestic and international markets. Due to disruptive innovation
occuringrarely inthetraditional food industry there ligsgeneral assumption to focus mainly

on incremental innovation but nain disruptive innovation. Despite the fatttat disruptive
innovation happesrarely,the existing risk cannot be denidd otherwords, it is better to act



than waitto seewhat will happen. Therefore, company X is looking to stremgits dynamic
innovation capability to innovate radicallyhich would allow it tareinforce its position in the

market.

As mentioned earlier, fromnd is crucial and importaint theentire innovation process buah
attractedess attention than NPD and commercialization phasé only intheacademic world
but alsoin the industry This research is conducted to makelearer viewof how dynamic
innovation capability could be improved and secondly how to clarify, implement and manage

front end procss efficiently in the company.

1.2 Aims and frames ofthesis

This work aims to develop dynamic innovation capability and front enthefinnovation
process for company X. Aim is to draholistic point of viewonwhat isthe current statusf
dynamic innovation capability and front end process in the company. Based on the results from
interviews,the purpose is to maka threeyeardevelopment plan fahe company. Firstlythe

aim for the development plan is that the company can impiagnamic innovation capability

and thus execute disruptive innovation. Secorttilyaim is to clarify front end of disruptive
innovation andts managementresultng in clear business concepts for NPD development

process.

Due to thistheresearch problem is defines follows How to improve dynamic innovation
capability and front end process of disruptive innovation for the company in atehuort

development plato maximize its longerm sustainability?

As an attemptto answer this questiomoth literature and interviews of personnel in the
companyare usedto recognize development targetsat are improved ina threeyear
development plan. As an effort to dia solution fortheresearch problenthefollowing three
research questiormsepresented ifablel, whichthethesisis aimingto answer.



Table 1. Research gquestion and objectives

Research question Objective
1. What is a dynamic innovation Defineand clarifythe meaning of dynamic
capability? innovation capability and its saategories from
literature

2. How to improve dynamic innovation | Execute interviewfor personnel in company X ar
capability in company X? createadevelopment plan to enhance dynamic
innovation capability

3. How to improve front end of disruptivg Execute interviewfor personnel in company X ar
innovation in company X? createa development plan to enhance front end «
disruptiveinnovation capability

In this thesis,dynamic innovation capability is limitetb encompass organizatioelated
subcategories which in turn affect different types of disruptive innovaiiba. aithor has
chosen widely acknowledged subcategoriesdghamic innovation capability which are
discussed irthe theory part. Those subcategories are Organizational culture and climate,
Individual creativity and knovinow, Collaboration and external links, Leadership and deeision
making process, Organizationdtustures and communication. Moreovére viewpoint of

front end process is limited to concern disruptive innovation. As literature recognizes weakly
how disruptive innovation should be managethmfront end phasdhe author has chosean
entrepreneual approach to support that standpoint. However, it can be aee@suitable
viewpoint as literature recognizes that creative thinking emtlepreneurshigbilities are
highly involved when aiming for disruptive innovation results. Moreover, interviawhis
thesisconcern onlytheB2C organization in company X, leaving outside B2B which is another
division of the company. Thereforenly B2C isconsideredn the threeyeardevelopment plan

and all its results.
1.3 Methodology

Research can be dividato theoretical and empirical research. Regarding empirical research,
gathering of materialan be dividednto qualitative and quantitative methods. As it is clear that
there is some distinction between qualitative and quantitative methods it does ndhatean
they constrain each other. In contrabgsame research catilize both methodologies. (Goertz

& Mahoney, 2012)



Goertz & Mahoney (2012gcognizéwo main differences between quantitative and qualitative
approaches: conceptualizatiand measurenmé. Firstly, qualitative approach pursie define

a concept and what is the purpose of the cond@pantitative approacbn the other hand
focuses mainly on the measuing of latent variabledo indicatewhich latent variables are
correlatel with the laent variable under surveySecondly, concerning measurements, the
qualitative approach has high confidence on values that can be recognized as ideal in a certain
situation. Quantitative measurements on the other handaeconfidentwhen values are in
the middle ofafull range of values. In other wordke qualitativeapproachs optimal when
measurements yield extreme valugbereas thguantitativeapproachs optimal inasituation
wheremeasurementsreat the average value of a distribution ol For this reasant can

be concludedthat quantitative research is suitable wiaelargeamount of dataneeds to be
analyzed.As ogpposed to this, qualitativeesearch does not neétge datasetbut instead
knowledge fronparticipants who know a latboutcertain themes and have experience of these
themes (Eskola & Suoranta, 1996, p. 3irsjarvi & Hurme, 2000, p. 225)

Research strategy can be dividetb three categories: experimental research, survey research
and case research. In experita¢nmesearchthe purpose is to measuegecertain variablan
relation to another variable. In survey reseatithaim is to gather standardized information
from a group. In case researtie aim is to gather information fromcertain case ca small
number of cases which are closely relate@ach otherln general, ase research sprocess
where material is gathered by utilizing different haets, for examplanterviews ina natural
environment. (Hirsjarvi et al., 2007) In qualitativeresediftla i m i s t o i nter pr e
and understand their pogf view. Close interactioletween interviewer and interviewese
requiredin order to interprethe situation asell as possible. In additiomualitative research

is remarkable for often ndtaving initial hypothesesn contrast, interviewer should focas
analyang the material without any expectations, thus not infliegdhe results. However,
when analyzing resultbe interviewer must showlearlywhenhe/she has madieterpretations
concerning not only the analyzed case but a more general sitidigneforet can be said that
qualitative research ends with hypotheses and anchored theory where results can baseen
developng theory further.(Hirsjarvi & Hurme, 2000, p. 225; Eskola & Suoranta, 1996, p.
12-14; Alasuutari, 1999, p. 25851) Regarding thithesis a qualitative approacks selected

together with case research wharerviewis usedasthe methodology.



In this thesisliterature reviewis utilized to identify subctegories of dynamic innovation
capability and how to manage front end of disruptive innovation. In addition, development
targets for the company are interpreted from theme interviews. Based oa thisgyear
development plan has been createdn attenptto improvethe current status die company.
Theprogression ofheresearch process presented belowm Figurel.

Identifying research problem

.

Literature review

'

Forming theoretical background

.

Emprical part included interviews and
observations

-

Analysis of gathered information

:

Based on the gathered perception is suggested
development plan for the research problem

.

Presenting results and answering research
questions

.

Assesment of results and suggestion for further
research

Figure 1. Progression ofthe research process

1.4 Structure

The stucture of thighesisis depicted irFigure2. The first chapter ighe introductionwhich
describeghebackground, aims and frames, chosen methodolgystructure of thinesis
Chapter two isthe theoretical part. In this chapterthe discussion focuses ananagerial
challengegelated tomanagng both disruptive and sustahleinnovation. After thisollows
the definition ofdynamic innovation capdhy and what subcategorigs contains thatan
either emble or disable innovativeness in a company. Lastllgetheoretical partront end of
disruptive innovations elaboratedit consiss of managerial challenges to redugecertainty
in the front end which will increasehe probability for successful busess concept

development.



The third chapter consistof the research process amshalysis of the current staté the
company based othemeinterviews. In chapter foumecognizeddevelopment targets are
broken downnto pieces and suggestiagifor improvements are introduced adevelopment
plan for 20213-2023. Chapter fiveconcludes theanswered research questions, evabiate
reliability and validity, but also consideideas for future research. Chapter sithessummary

of thethesis

INPUT OUTPUT
Aims
Background information Cha pter 1. Frames
— . — Objective
Introduction

Methodology

Enablers and disablers of

Lilteratt,llre .review t?f Cha pter 2. dynamic innovation
disruptive innovation, . capability

dynamic innovation —p»| Theoretical —»

capability, front end of backgrou nd Managerial challenges to
disruptive innovation manage front end of

disruptive innovation

Subcategories for Chapter 3. Analysed status quo of

interviews derived — Case research —p the company based on

from literature review .
selected subcategories

Creating development

plan for the company
—> Roadmap 2021- | — 1o achieve targets of

Discuss about Chapter 4.
development targets
of the company

2023 the survey
Conclusion
Research questions Chapter 5. Assessment of
Research answers —» Conclusion — reliability and validity

Recommendation for
future development

Literature review Chapter 6. Summary for results of
Research results — S % the thesis
Conclusion ummary

Figure 2. The structure of thethesis
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2 THEORETICAL BACKGROU ND

filf there is onetopic that has obsessed senior executives in the past decade, it is that of
innovatioo ( O6 Re i | 12019) & Md&Kinseyssiryey found that 70% of the senior
executives recognized innovatiaaa major concern irthe organization. It is not a surprise as
marketsbeing more complex, competition has widely transformed froternal to global
marketsand customers being hungrier to sat#nands (Blocker et.&2011).Thereforecan

be said thabrganizations medtigher expectations taccomplishlt conducts the threat that
company will be disrupted if different innovation, both incremental and radical innovation is
not managed appropriatekccording toTushman& Nadler (986,p. 92) recognized that only

way to meet these high expectations is to manage performance today aadanthtime

creating innovatiomomorrow. This is now more accurate than it basnnever before.

2.1 Revolution of innovation

As mentioned abovenanycompaniesre strugglingvith howto compete experienced rivals,
fulfill satisfied markets and follow customers changing habits (Chou, 2009). fGiues
companies tdook for competitive advantage sualdifferentiationby managingnnovation
(Buckley & Casson, 198; Porter 1990)Can be said that innovation havéuactionto mee

new customers but also helpll more for current customers (Schmitt, 2003). Innovation are
typically classifiedby typesas product, process, organizaabmand marketnnovationbut also

by extensionas incremental/radical and sustainable/disruptive innovadtatter can also be
categorizedas evolutionary(sustaining)innovation where small process adaptation happen
gradually over time oasrevolutiorary (disruptive)innovation which affecrapid change and
discontinues fothemarket(Tushman& O6 Re i | |. i this ch@pterdis)also discussaad
defined what is dynamic innovation capability and what are subcategories of dynamic

innovation capabity which are impacting disruptive innovation.

2.1.1 Classification of innovation

The wordinnovationis originated fromthe Latin wordinnovarewhich refersto a new idea,
design product etc, andits development (Cambridge Dictionaries, 2004ford Dictionaries,
2014. Moreover Roberts (1988, p. 13) defimennovation asinnovation= invention +

exploitation, like Europealtommission(1995) defins it the same way innovation=rqress
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and itsresult.As, Yalcin (2009) refers that by understanding this terahinology of innovation
means ultimately differentiation and therefore should include for all companies core strategy
not only making competitive advantage but increasthg well-being of companies

stakeholdersike shareholders, employees, customsuppliers, etc.

It is clear that companies must make innovation but what innovation companies should consider
depends on individuallyThere laymany types of innovation where to cheasccording to
resources companies have and strategies which compasteke do execute. Schumpeter
(1934)identified different innovation types and subseque@iCD (2005derivedfour types

of innovation, i.e. product, processganizationgland marketinginnovation. Following is
discussed more precisely of these foypes of innovation and which characteristic

distinguishes them.

Product innovations defined to bewew or significantlyimproveda good ora service which
characteristics like technologic specition, material, componentre amended. Product
innovatian can holdanew technology or its creation might have includexw knowledge or
amixed combination of technology and knowledge. Often it holds true, that it requires extensive
input for the whole organization to output successful product innovationataatintensive
cooperation with stakeholders, like customers and suppliers. Whefireduct innovation
extension is incremental or radical, its effectiveness miarkets and customers varies.
(Hendersor& Clark, 1990; Karlsson & Tavassoli, 20%b 1485

Process innovatiofis defined to bea new or significantly improved production or delivery
method which techniques, equipmeand/ordistributionmethods are amended. Improvements
are typically aimedt loweringthe unit cost ofa product or delivery Y increasing its quality.
As process innovatioand organizational innovaticare close to each othethe first one is
consideredan investment for something physical likemachine in productiomather than
changes for intangible structuras organizatinal innovation(Karlsson & Tavassoli, 2015, p.
1485)

Organizational innovations the new way of practices inside of organization or external
relations. (Karlsson & Tavassoli, 2015, p. 1485) As Damanpour & Arg20t2)define it is

as afstrategy by mean of resource alignment fongtermgoals,and st r uct ur e 0 whi



toal | organi zationos

act i viStightly differendly, $abalya & v e

Sahayd2017) define business model innovatioraa®w practice to create and taqe value

(i.e. for customers) utilizing new resource allocation.

Marketing innovationis an improved marketing practicahat changes e.g. product
design/packaging or pricing strategyMa r k e t i linagndte incteBse sales by utilizing
economic ofscale like resegmentation to achieve more paying customers, exploitation of

pricing strategy or changing product characteristic in terms to satisfy more customers. (Karlsson

& Tavassoli, 2015, p. 1485)

Figure 3 represents 8urve where different innovation types tend to dominate. The first
category concerrsproduct andaprocess innovation. Asnew technology or market potential

is evolving product innovation rearelatively more important role since new entrants compete
to thedominance o product designWhenthedominant design phase is achieved growth
phase, there appedbp be morea process innovation thanproduct innovation asompetition

has changed from design for proceskated issues i.e. price, qualignd segmentation. Ithe
third categorythe mature phase is achieved where goilgcess innovation and incremental
innovation are possiblalthoughthey maybe still very profitable.Incremental innovation

12

means that there are only small charfgesurrent producs (Abbasi et al.2012). Inthefourth

category newadical innovation createsreew Scurve which replacethe previous Scurve
(technoloy or knowledge)Radical innovation requissa departure from existing capabilities

from the organization @ serve completely new products and services for emerging or novel

customer needsS(ater et al., 2014)

Emergence phase

Growth phase

Mature phase

’/

New innovation take
place

Dominant

Innovation Major Product
Types Minor Process

Major Process
Minor Product

Minor Process
Minor Product

Major Product
Minor Process

Figure 3. Types of innovation overthe product life cycle (adapted from Tushman & Nadler,
1986, p. 78)
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Despite incrementafalso sustaimg) innovation is considered small changes in product,
process technologigstc. it can affect although a high level of efficienelpwever, focusing
excessivelyon incremental innovation engageompetenies to develop onha particular
activity and thereforgincrease competence and the opportunity cost of exploration kvlsc
called a competency trap. In contrast, focusisglely on radical innovation will runan
organization an endless cycle of failure as radical innovation includesumoceetairly anda
higher level érisk. Thus, it is to fincdabalance between incremental and radical innovation for
asuccessful businesd.evinthal & March 1993 (Chandy & Tellis, 1998)

As sustaininnovation tends to havemall improvements fothe current product, proceser
technologiedlisruptive innovations are garshangersTheydisruptan existing business and
serve a agreat opportunity for new profitable growtDisruptive innovations are a key to
competitive advantage but benefiis not comalone. What comes with disruptive innovation

is high uncertainty and market pressuytsettice & Thomond, 2002; van Ex, 1998%amel,

2003. Reasons which companies are struggling is to see new ideas as a chance, to identify
trendbreaking moments in the market, to adapt quickly to changing market circumstances, or
are causig market changes by themselvés. Markides(1999)s a ytlse mdre radical the
innovation, the more difficult it is to estimate its market acceptance and potentiaH e
continues that radical innovation h#®e complexity of its nature and together wilttard
predictable marketshere lies a vast knowledge gap betwetheory and practicelhe
complexity of radical innovation tells the fact that approximately 10 % are considered as
6radical 6 among a lstbremanrcansistent overtimew(Bdoz, ¢t al.s1@82; m
Griffin, 1997) In literature disruptive nnovation is defined many ways where few of therm

presentedn Table2.
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Table 2. Definition of disruptive innovation

Research Definition of disruptive innovation

Damanpar Major changes in the activities of an organization by attempting to disrupt
(1996) existing practices in a market.

Lettice & Changing demands and needs with new product, seoriteisiness model in

Thomond (2002) | existing markets Wich in a result disrupt incumbents.

Assink (2006) The radically new product, process concept which changes existing market

practices and disrupincumbents. D&ruptive innovation hassocietal impact.

As can be seen also figure4, disruption can happein eitheranexisting market witta new
technology oran existing technologyhat createsa new market. If botha technology anda
market are new thethe correct definition for innovation ia breakthrough innovatiothat
requires evie more capabilities than earlier mimned disruptive innovation. Thelfowing

chapter is discussed more precisely disruptive innovation as a sustainable growth factor for a

company.
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Figure 4. Innovation application space (adapéd from Assink, 2006 p. 217
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2.1.2 Disruptive innovatiori theheart of sustainable growth

Companies havawakened theneeds of disruptive innovation and spent a lot of energy, time
and money on these innovation efforts but unfortunatefults are morer less faintedThere
raisethe question that why companies have not broken the code of disruptive innovation? One
thing might be thatlisruptiveandsustainingnnovation should be managed differently due to
their nature. As already discussmgktainingnnovatiord sole is to extend the life of existing
products and processes by improving them to become more efficient, discover new customer
segments to add revenue growhomke & Reinersten, 1998; Calantateal., 2003 hus, it

is justified to say that sustaininginnovation exploit existing assets and capabilitidgereas
disruptive innovation creates and develop new capabilities sselsa often impacting in new

mak et s and custé& Bims, 8019). THeref&e, iisl neeged to manage both
sugaininganddisruptiveinnovation inanambidextrous way to compete in existing markets
where efficiency, control, and incremental improvement are essential (exploitation), and at the
same time compete in new technologies and markets which tends tee réquibility,
independeng andtrial & error (exploration).The ambidextrous way of manage innovation
holds three disciplines which are ideation (generate potential business ideas), incubation
(validate and select ideas in the market) and scaling @onfigure competencies and
capabilities in an order to succeedew businessO 6 R e & Tushgnan,2013;Birkinshaw

& Gibson 2004)

Literaturedoesnot argudghat aggressiug pursuit of sustaining innovation would be really bad
In fact, lterature pesents numerous good souraas how to succeed ifmanagingwith
sustaining innovatigrandthusthemcontribution is very important (HippelL,988; Wheelwright

& Clark, 1992; Thomke2003; Thomke& Hippel, 2003. However,often companiethatare

on sustaiing innovation trajectory forgab exploit a disruptive opporturty. This is called

i nnov diermmadas thecompanies which are very good with sustaining innovation
constantly ignore disruptive threats and opportunities until the game is"@smgy they see
sustainingnnovation agnore important and attractive compatedlisruptive innovationin
fact, evidences proof that bet@ympaniesaresustainingdriven innovationworse they are at
disruptive innovationAs sustaining innovation stratggttemps and creates to sell improved
products into an established market to caphigke-end customerom established rivalst is
obvious that they are fighting back instead ofifilge Thus, it can be argued that sustaining



16

innovation is not viable wayto build newgrowth businessg€hristensen & Raynor, 2003,
p. 44; Tushman, & Benneg003.

As discussed sustaig innovationhave in commoto improvethe performance of established
products to satisfy mainstream custosdelemand, also callelsigh-end customexr However,
disruption happesby entrants providing inferior or lower performance attributespcts such
assimple, affordableandsmallerimpactinga large market uncertainty around the established
markets which are involvedh disrugion (in Figure 5). It will not make anyaction for
incumbents as they find inferior product irrationalaimandontheir exising and profitable
(high-end) customersgiowever, inferior products satisfy leand customers which incurants
are not focusing so mucBometimes new entrants are not initially starargpmpetition with
incumbents which will however happen when entrants moveemmarketand starto satisfy
high-end customersThen it creates problems with incumbent canpes.This is the point
when traditonally incumbents recognizkethreatof entrants but it is too latedisruption has
happened(Sandstrom et gl2009 Gilbert, 2003)

Sometimes, evemcumbentdind a new market potentidbut they might se¢he entranceto

new markets to be difficulas new markets lie outsid# their core busines8esides that
companies havéhe rigidity to change or move from their core competertbey rely on
excessively higkend customers evaluation about emerging marketdortunately it is
misleading asigh-end customers will not see any potential for emerging markets as long as
they are served well with current produdts.reality, it is the fact thatlisruption potential
originates in a space in the market not traddity served by the established companies.
Moreover,the currentcustomers and the nepotentialare initially differentwhy it might be
difficult for incumbents to recognize the chance with their existing syst@asdstrom et al.

2009 Gilbert,2003)
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Figure 5. Disruption as an opportunity for growth (adapted from Gilbert, 2003)

A wide present of literature conduct the conclusion (Cooper & Schendel, 1976; Tushman &
Anderson, 1986; Utterback, 1994) that entrants succeedsinptive innovatiorwhereas
sustainable battles go to threumbents. However, it is not so simple ttreg disrupteecould

not do anythingother than flee and surrender away fraime disruptor. In fact, literature
recognize numerous differentnanagemenpradices how incumbent can respofud disrupt
innovation. According to Christensen & Raynold (200@yderive three managerial solut®n

to how incumbent can act towardsruption:

1. Change the processes and values of the current organizatoadaptdisruptive
innovation, unfortunately, it has proven the weakest track rexfandccess

2. Create an independent organizatjdsy mean of séing up an adjacentorganization
which develop new resourcesn order to attack disruptor. Thestablished new
organization is largely independent of its operational structure aigeisefore able to
evolve the new technology within the organization (Matcher & Richman, 200/ kt,
Christense& Reynoldsee that this one is the best act towards disruption

3. Acquire a different organizatigrwhentheincumbent desnot segheability to develop
new disruptive innovation they pursue acquire a company that has required

competencies for developing disruptive innovation.
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Whereas, Constantind2006) suggest incumlygs respondto disrupion by ratherinvesting
morein their existing business to make the traditional way of competing even more competitive
than to find oua new way @& competing. However, this seen just to slow or delay the onset

of disruption (Uttebback,1994). Secondly, Constantin@@006) see the option to disrupt the
disruptors like as latecomers use to scale up the market and steal it awdgdicmmpany

which initially disrupedthe markets.

Besides what Christensen & Reynold2003) suggeste how to responégainst disruption
Christensen (2003) also brought a new perspectivevhy it is difficult to respond tehe

change. A new perspective examines that due to resource dependency theory posits that
incumbentéresources are controllehd limitedby ¢ o mp a suiroairdidg environment (in

this case customers) which @he source of survival for the comparijyowever, it generalizes

that all incumbents in established markets are homogenous and allocating the resources in the
same way. But it isnot true, as among incumbents there arsubstantial amount of
heterogeneity like companies operating in a fegld segment versus compantlst are

serving onthe low-end of the market. Thus, this provides also companmitts multiple and

unigue waysd respond talisrugive innovation. (Sandstrom, Magnusson & J6rnmagQ9)

Two modelsof disruption

So far disruptive innovatiors disaussed as one but ig not fully accurate Christensen &
Raynor(2003) present two types of disruption innovatibmFigure 6, on the vertical axess
presened performance of the product and the horizontal axis presentetime. Thiscan be
imaginedasa market where customers buy and use a product. It forms a field wheresreside
competition and consumptiont can bealsocalled a value network. Inside the value network
each companyhooseits own competitive strategies like choices of markets and which
customers to serve. This dratlhie conclusion wheracompanycan prospect its opportities

but threats as wellhichit can experience through disruptive versus sustaining innovaten.
third dimension (the arrow that comes toward us)llustrates non-consumers or nen
consumptionwhich is the point where disruptivi@novation falls.(Christensen & Raynor,
2003)
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Figure 6. The disruptive innovation model (adapted from Christensen & Raynor, p. 44, 2003)

Low-end disruptions

Low-end disruption attack the leagprofitable andthe most overshooted products (which
pefformance exceexthe needs)rhese disrupe innovation products are inferior compated
existing i.e.missing key features or comparable lower [wice. new production methodt
satisfiescustomers for example which earlier did not have money ormataeskill tousethe
established markets gutucts. Thus, disruptiomnovation satisfieslow-end customers and
thereforeincumbents are not fighting back as tleejnance to serve their prodsiftir high-end

customers which are most profitabl€hristensen & Raynor, 2003)

Newmarket disruptions

Newmar ket di srupti o-0008 mmp théreare aot sewegroducisat
all by incumberg. Disruptive products are often maa#ordable, simpler to usandtherefore
more convenient comparirgxisting products i@ market.Therefore, they create totally new
categories of ugeroducts (Christensen & Raynor, 2008) Table3 is a summary aflisruptive

innovation which depistwhatis discussed in this chapter.
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Table 3. Summary of disruptive innovation
Questions of disruptive  Answers for questions of disruptive innovation

innovation
How disruption happen | 1. Disruptive innovation createsnews@a | | e-do mpeni t i
generally? markets whiclaresolely independent.
2. New market keeggrowing and starts to stem established busines
expanding as new mar ket Apultd ¢
new market.
3. Disruptive innovation moves upe market substantially and
significantly diminishes established markets.
How to respondo 1. Change the processes and values of the current organization
disrupton? 2. Create an independent organization

3. Acquire a different orgarazion

Where are places to find | 1. Disruptive innovation tersto be underrated by current customers
disruptiveinnovation 2. It serves people to do things they could not do in the past due to
ideas? ecoromic reasos or skills.

3. ldentify what people would like to do but they are unable as non

existing prodicts or services

2.1.3 Definition of dynamic nnovation capability

As discussed earlier disruptive innovations are recogragdatieengine of substantial growth

for a company. Buthe questios might appears where these disruptive and wolidds
innovatian come from? Wich factors affectlisruptiveinnovation? Explanatioma answer lay
down on dynamigénnovation capability and its combination of knowledge and creativity in
favorable environment. Thutheimportance of innovation capability is playing aver more
crucial role in business organizatiofgenney, 2001; Yliherva, 2004irst is discussed and
explored innovation capability wherefrom is conducted dynamic innovation capability which

is focal b born disruptive innovations.

At first sight deermining innovation capability might sound easy and simpbeit
unfortunatelyit is notin reality. Pioneers sucasFiol (1999 andWolfe (1994 executed both
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extensive and depthiterature and empirical research to formalthe dominant theory of
organizatioral innovation which consisof innovation capability. However, it seems to be very

di fficult or even undefinabl e. thAmostWansidteat ( 19
theme found in therganizationalinnovation literature is that itsesearch results have been
inconsisterit Consistency in this research field Heesen attempted tionproveby institutional

theory, cognitive theories, transaction cost economics, sociotechnigalaapes, resouree

based viewand market orientatiobut without aresult of holisic view. Asthese theories and
approachesre seerasjust pieces of the whole thing. Thereforecan be arguethat due to

the requirement of asset heterogeneitycompaniesthere is not just genericframe of
innovdion capaility (Tidd et al., 1997; Lawso& Samson2001).

Despitethe lack ofaccurate definition of innovation capabiligpme theories and definitisn

are being public due to approacheabre systematicompanylevel analysis bytaking into
account different iurces and capabilities tife companyrather than a bunch of product
market positions Wernerfelt, 1984).For example the resourcéased view assumes that
companiedavespecific resources and capabilities which are not easily imitated or substituted
which assist to differentiate from other compar(i@sit & Schoemaker, 1993; Barney, 1986,
1991, Dierick & Cool, 1989; Hamel & Prahalad, 1994). In other wortlh& capability to
innovate new products sdeterminanfactor but not just the new producitself to success
(Prahalad & Hamel, 1990).

As can be seennnovation capability definitios merely pursuesmall improvements of
products/services due tompetitive advantage explained solely fromaninternal perspective
(Wernefelt, 1984; Barney, 1991However, it is not enough to enswre 0 mp asuryivalsn
acurrent business environmdygcause nowadayise environment keepchanging faster than
ever befor§dRosenkopf & Nerkar, 2001; Danneels, 2002; Schreytgg & Kli&sudrl, 2007).
Therefore,new aspect were needeas (Tidd, 2006, p. 14jritics well existingdefinition of
innovation capabilityft fails to address how firms cope when existing competencies become
obsolete, or how firms acquire new competernici&s discussed earlier sustain ination just
lead toa competence trap and in the end of destruction if not able to dewvhigply novel or
unique product/service to mark&hereforeareneeded to develapew capabilitieo respond
to the demandIn other wordsdynamicinnovation capbilities aim to depart from current

innovation capabilities and translate them to new capabilitiesd further new
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products/processes (Tidd, 200®)ynamic innovation capabilithas so far received less
attenton than innovation capabilityutis fortunaely improved last decade (Zahra et.24l06;
Wang & Ahmed,lly &Tushihan, 2008;RPetius et. al, 200®¢hoenmakers &
Duysters, 2010)Thus, it is reasonabl® discussdynamicinnovation capability instead of
innovation capabilitywhen analyzeda ¢ o mp a mnogason capability to radicalness
(Galende, 2006).

Therefore, Teece& Pisano (1994, p. 54Hefinedynamic innovation capability sa subset of
the competenes/capabilities which allow the firm to create new products and processes and
respond to changing market circumstancewhich representghe nature of disruptive
innovation It reflects ac o mp a ability and need to assimilate, develop and reconfigure
competenies in a continuously changing environmenthe core indynamic innovation
capabilityis an inimitable combination of resources which cut across all the functi@m in
organization and those resces management capabilitidsawson & Samson2001) In
addition, t is crucial todistinguish dynamic innovation capabilityfrom innovativeness.
Panayides (2006) define innovativenesshasability to make innovation andssistto solve
business challenges an organization.What earlier discussed can be deditkat dynamic
innovation capabilityis whatenablesthe potential to innwate radically in the organization
where innovativeness the execution ofdlynamicinnovation capabilityTherefore, examining
factorsor subcategoriewhich affect theoutput ofradicalinnovativenesareimperative.These
factors caract asenables or disables for innovativeness depending on how well these factors

are managed.

2.1.4 Reviewof subcategoriesf dynamicinnovation capability

It is obvious that defining dynamionovation capabity is challengingand sometimes even
confusing Thus, dosubcaggoriesor factors the first oneused in thehesig are difficult to

define clearly which affect innovativenessaimorganizationTherefore thebest practice is to
startat the general level and drill down for differesubcategoriesvhich are presernn the

l iterature. T h u s , dyngneiatapabditly oryn other Wwads higherfled o f
integrationdynamicinnovationcapability can be identifiedto hold tobasic sources of new

organizational knowledge
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1. acompanycan explore new knowledgedated outside theompanyboundaries which
is known as external knowledge (suppliers, custsmeompetitors, universities,
venture apital, alliancesetc.)

2. acompanycanconduct investigative learning from the unexplored knowledge which
locates insidehlte company (employe'esxperience and information which gathered
previously e.g. tacit knowledggBierly & Chacrabarti, 1996; Zollo & Winter, 2002;
Zahra & Nielsen, 2002; Lavie, 2006)

It is then judged to say that both internal and external orgamahiearning arerequiredto
generate new capabilities whicha widely acknowledggerception. However, what are the
subcategories which relat® organizationalinnovativenessare presented differently in
literature. One reason may be that differenbiwation types requiradifferent set of attributes
meaning that therarenotaunitary set of attributes to affect all kimdf innovation. Therefore
can be seen innovation capability a mdiceted phenmenorthatincludes different structures,
intemal and external factarstc. (Franci& Bessant, 2005; Hauser et al., 20R8sson et al.,
2010)

As can be seensubcategories oflynamicinnovation capabilityhave similarities but also
nuancesiepending orthe viewpoints of different authorseeTable4). The eason for thiss

explaineddue to thenature of different types of innovations.
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Table 4. Definition of subcategories of dynamic innovation capability
Research Definition of subcategories of dynamic

innovation capability

Skarzynski & Gibson | process and tools, leadership and organization, culture and values, p
(2008) and skills

Stahle et al(2004) human and relationship, physical environment, mental models and
procedures, decision making and authority systems

Paalanen et al. (2009) | absorptive capacity and external knowledge, orgéinizal structures and

culture, leadership and communication, individual creativity and

innovativeness
Lawson& Samson vision and strategy, harnessing the competence base, organizational
(2001) intelligence, creativity and idea management, organizational structure

systems, glture and climate, management of technology

Saunila & Ukko (2012) | leadership and decisiemaking processes, organizational structures ar
communication, collaboration and external links, organizational cultur

and climate, individual creativityand knowhow

In this thess is selectedsubcategories of dynamic innovation capability by Saunila & Ukko
(2012. These subcategories were seen as the ecoagprehensive and the most applicabte
practiceand were therefore suitable for theme intervielmsthe next chapter islaborated

separately chosdive subcategoriesf dynamicinnovation capability.

2.2 Subcategories of ginamic innovation capability

According to Deloitte Research (200g)mpaniesare lostin terms ofwhat they think their
dynamic innovation capability isversus what it is in reality. Therefore, developing
subcategories alynamicinnovation capability, and thus reducitige gap between intention
and actual di sruptive capability, must be
Therefore, a complenentary approach is appropriate identify barriers of disruptive

innovation their interelationship or interdependence whetem vastlyc o mp a dynaenig 6
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innovation capability(Assink, 2006)Following this,can be recognized factaifsat posiively

affect innovativeness in thest phase otheinnovation process calledfront end This chapter

pursue to follow Assink (2006) definition odynamici nnov at i o nThecirdepnalb i | i -
driving energy to generate and explore radical new ideas and ctsdepexperiment with
solutions for potential opportunity pattern
them into marketable and effective innovations, leveraging internal and external resources and

competencies

2.2.1 Organizational culture ahclimate

Experiences, observation, imaginati@amd discussion ian organization are forming mental
models. These models haawmajor influenceonhow employees interpret, observe and perform
in anorganization. Its judgedo say that these mental dels are iravery deep organizati@h
structure that contains values of organization, beliefs, mythsd norms (Juuti, 2003).
Depending on the viegpoint, mental models can be seaseither promotes or barries to
disruptive inn@ation. As if mental moels call the old way of dong things, discourage
exploringnew and not challengingxistingassumptions, mental modetsstrictthe company

to innovate radicallyTo overcome thisability to unlearn fom old manners of doing
emphasized Unlessnot doirg so the inability to unlearn isa key barrierfor disruptive
innovations. $enge, 1994; Ayyris, 2000; Baker & Sinkula, 2002)

However,Nonaka et al. (Nonaka & Konno, 1998; Nonaka et al.0p@@gue thatonsciously

built and sharednutual mental model¢c al | ed al so 01 n)nacresa thé on
companyin contrast toabove is one of the most important methods to contribute new
knowledgegeneratiorand therefore can promote disruptive innovation capability. It highlights

the organizatio® sole  supportindividuals and have a visiomnd goalswhich motivate
employees, good experiencaad ideationlt will enhancecooperation acrogsnctionswhich
createsanencouraging open working culturetime organizationln an innovativeorganization

which continuously generate innovationutualmental models are typically cut across all the
function inanorganizationin breadth and from bottolavelupto top management level. These
certain innovative organizations mental modelates how to creasnd assimilate knowledge

amongan organization strong desire to learn more, and encouragitigudefor innovative
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mindset (LeonardBarton, 1995Amidon, 1997; Stahle et al. @8, p. 8290, Skarzynski &
Gibson 2008, p. 23247)

It is noticed thatusualy companiesunlearning isproblemdriven (Sinkula, 2002) however

more crucial is to sense when unlearning efforts should be initiated. Unlearning enstarage
breakthe conventional way of thinking and try something fundamentally teget rid d
stagrationmental models. (Assink, 2006dr exampleywhenacompany is too deg¢pfocused

on certainbusiness they mightonductthe markets core assumption incorrectly and when
doing so interpraitionsand actios arewrong as well. This happened fitre musc business

where incumbents could not imagine that instead of selling albums can be sold single songs
which was done when Apple CompuWeaed&&oolkdi sr u
2005)

A very closeaspecif the inability to unlearnis when corecompetencies become rigiditi
hindess to explore disruptive business irvation opportunities which neeafforts to change
capabilities knroiwni daltsyo LpiaardBadtobxild3?bewrithal &
March, 1993; Joharessen et al., 2001) recalls especially for large companies which tend to
have a lack of management ability to adapt the necessary skiliszeueffectively new
technologiesand overcome challenges which are the basic elements in disruptive technology.
(Assink, 2006)When exploring disruptive innovation where uncertgiis highVanhaverbeke
et al. (2003) notethat company might not even know what knowledge they lack whiah is
very difficult situationin managing wiseAs lacking managerial and technical knowledge
limits the capability ofthe double loop, organizational learning and unlearniBgker &
Sinkula, 2002).

2.2.2 Leadership and decisiamaking process

Individualcreativity and ability to innovatarenot solely enough fosuccessful innovation.

In addition,individuals needo feel themselves comfortable and supportethbgrganization.
Leaders hava huge affectioron how this kind of positive innovation culture is created. For
example leaders should show that they value creativity and all kind of esideas. It will

not be enough to send only the message of support of innovation but also it should be shown
by concrete actions as welhvesting for innovation is good support and crucial bst

important asreleaders support faheinnovation creabn process. If individuals fetiat idea
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creation and development should happen overtime work or spare time it is hardly believed that
any innovation outcomes will occur. In fact, it has been shown that providing slack and other
resources for innovatioactivity has resultedn extremely positive result§Kanter, 1987;
Amabile, 1997 Poyhonen2002; Stahle et al2004, p. 90)

Besides innovation supportSkarzyski & Gibson(2008 remind that leaders are expected to
sharea mutual understanding of inkation vision and innovation purpose to achieve business
goals. As leaders have adopted innovasispart of their daily base performance it reflettts

entire organization. This positive innovation performance enables to build up and support
innovationcapability. Moreover, it makes easier for leaders to manage innovation capability
whenthe entireorganizations engagedn innovation. In addition, wellinderstood innovation
performance fundamentally agthat everyone ianorganization can and needitmovateand

not solely R&D and/or marketing which only redaagenovation capability (Skarzynski &
Gibson 2008, p. 23237).

In an organization decisionmaking and authority systems can either enable or disable
innovativeness depending on holey are organized. It can be generalized that centralized
organizatios are less innovative than decentralized organizatwwhere decisicmakingis
spread across functigrteamsand indviduals. Authority and decisiemakingaredividedinto
three aspectaho have therights to control resources and allocate themptojects?; How
widely decisiormaking isdiversifiedin an organization?; Arethe future plans closed and
decided alreadyy executivesr is therean opportunity to think creatively and generataew
futurethatwill be considered appropriatelyLateral is especially recognizedasharacteristic

of dynamicinnovation capability which supiglsinnovation continuum and reconfiguration in
anorganization. All these aspsgdhowever, highlightsheimportance of suppartg andrelying
onindividualsand diversification of decisiemaking inanorganization. (Stahle et aR004,

p. 95100)

As discussed earlier disruptive innovation holds a lot of uncertainty. Although disruptive
innovation idea is @&epted it does not meaget that it will leadto any commercialization. In
fact, it holds true thatefailure rate of products of disruptive innovation projects is very high
(Schilling & Hill, 1998; Lynn & Reilly, 2002 Due to this there must becommiment,

encourage and trust to supptbre long-term projecs andtheirresource allocation from leaders
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although it seems very difficult to maintaiRice et al. (2000 Sandberg, 2002; Christensen,
2003; CBS, 2003)Unfortunately often risks combinedvith high-cost product development
scares leaders away franvestingin disruptive innovatior{Hamel, 2002)In opposite, when
leaders creatanappropriate inngation climate, encourage rigséking and projects are driven
by highly motivated champions itds a very favorable chance to succeed disruptive
innovation.(Stringer, 2009; Perel, 2002; Assink, 2006)

Behind the risk and uncertainty under disruptive innovation especraiket leaders are
unwilling to foster innovation which can cannibaltreir own investments. It holds true even
there exist adjacent markets with substitute products but leaders will not see the disruption until
it is too late. Especiallythe decision to change current technology to another seems to be the
hardest to accept lmpmpanies. (Brown, 1998 histensen, 2003) In contra€thandy& Tellis

(1998 notice that a company can overcome the negative effects which occur over
cannibalization.They continueand highlight important organizational factors as influential
product clampions, presence of internal markets, and future market focus which motivates
camibalization. Uhfortunately, history knows many cases when companies hesitated too long
with their current (and successful) product, procasd business models. For instankodak

was not able talecideand cannibalize their chemical film process for digital photography
which had initialy a higher printing cost. Another exampteMotorola which stubbornly kept
continuingto develop analogvireless phones althoughe entire business tmed to global
digital standardqWind & Cook, 2005)

2.2.3 Collaboration and external links

So fardiscussionhas relatednerelyto exploredisruptive innovation enablers anblarriers
inside the companyHowever what might fit decades ago aaving purely internal R&D
activities is notworking anymore to be competitive. Beginningtbg 20th-century academic
community focused attention that comparskeuld be open to outside innovation. It calls that
companyperceive substantial advantages éxternalcollaboration.(Rigby & Zook, 2002
Christensen et al., 2003he awaken observation was that not all smart people work inside the
companybut theywork outside of the compangs well (Chesbrough, 2003 However,
companies might overlook benefitem external collaboration and stuck e thought that it

might be only for some extrgork to collaboratevith minimum benefitsUnfortunately, it is a
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massive error estimate. Accordity Koschatzky (2001, p.6jfirms which do not cooperate

and whichdo not exchange knowledge reduce their knowledge base on-tefomdpasis and

lose the ability to enter into exchange relations with othlenfis and or Ylaeovez at i o
cooperation shortextime to market and increasmnovativenesslt is justified to say that co
operation witranexternal partner ianecessity if aiming to keep up in competitidwecording

to Enkel (2009)thereis still alack of consensusn how to fully profit from cooperation. One

thing canbe said for sure that as compantes/e a different set of assets ardy/namic
capabilitiesthereisnauni f i ed Ot he b e s tasoaamatterlofchoicewitht i o n

whom external collaboratiorssemost fruitful.

Despite the fact, at first glance external collaborateams tdave a purely positive picture
but however it is notfully accurate In the year 2008 was conductadsurvey which included
107 companies frorkuropearSMEs and large enterprises, shatwat companiesee (48%)
risk for both loses of knowledge and higheoardination costhindering the collaboration
activity. Secondlycompaniesnentiored that there isa threat of loss of control and higher
complexity (both 41%) to hinder their collaboration activi{mnkel,2009)

So farhas been discussed open innovaiio general but ican be dividednto three mairco-

operationprocessswhich arepresented ifrigure?.

1) Outsidein process containgcquiring and enriching external knowledge tbe
companyos knowblstooasandéxernab kmdwiedge sourcing). It has
beenseen to increase compard@movativenesgLaursen &Salter, 2006; Lettl et al.,
2006; Piller & Walcher, 2006).

2) Insideout process refett® earning revenue by bringindeas to market faster théme
companycould internallyby selling IPto outside oficompanylnside-out is seen more
for large companiewhich canallocatesubstantial resources outside. It can leatb
corporate venturing activitie¥@énhaverbecke et al., 200&ew business models, such
asnew ventures and spiwifs (Chesbrough, 20Q7licensing feesGassmann & Enkel,
2004 Lichtenthaler & Ernest, 200,7and the commercialization of own technologies in

new markets called crossdustry innovationEnkel and Gassman2010).



30

3) Coupled process a combination aheoutsidein process (to gain external knowledge)
with the insideout process (to bring ideas to market). Mainly involved with alliances,
cooperation, and joint ventur8uccess needs botiive and take combination. It relates
closal consumers (Hienerth, 2006; Lettl et al., 2006), lead users (Franke et al., 2006),
universities or research organizations (Perkm&nwalsh, 2007), and partners from
other industries (Enk& Gassmann, 2009)

Research N Development . Commercialization
ﬁ L ')I ')

Other Firm’s Market and
Business Model
Innovation

licensing, joint
ventures, spin-offs

New Market and Your
Business Model
Innovation (Spin-outs)

Current Market Space
_’O_’ and Your Business

Model Innovation

IP ou:—mt

External Ideas &
Technologies

Permeable -
Boundary of
the Firm

Figure 7. The openinnovation model (adapted from Chesbrough, 2003)

It is recognized that new business development (NBD) which utilizes external knoyftadge

i nstance, corporate v e,abdwcquisiigns in tefmeto@rit v e n t
disruptive inmvation hasits high opportunityfor succesqgAssink, 2006). However, many
collaboration fails as companies are looking eagerly-tieyworld innovation but forgetting

to focus on acquiring new capabilitid3ofvell, 1998).

Whatearlier discussedisruptive innovation pursue timpacteither new market or technology

aspect. More precisely, it @speciallya big concern where to find accéssiew technology. A
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possible answer lays for instanaecorporate venture capit@CVC) as arecent survey of more

than 100companies showed that 92% of respondents hadpeoation with startups as
attempting access new technology (500 Spet@016) In fact, starups might be a great

option in casethe incumbent company finds unmet needs in existing markets where
company cannot atoesnot want to go yet as it is seastoo risky. Thereforethe company
canprovide financial support faa startup company that caentrant to the markett offers a

view to learing what is working and what is not workirig that emerging markefThis
situation is much better than anthermarket research dake incumbent observes fareal
company that is making business in that unmet extent. Possilfilibtes act i on after
depends offirstly, whetherthe companywants to be customer for that stattp company and

want to look morefor a strategic direction fats own business. Secondly, the startup is
succeeding well, opportunities can be also to work more closely gtin in an alliance.
Thirdly, if the startupbecoms athreatto your businessan option is to acquire the startup
company and mer ge ownempamyfCheshrough,t2008)s 6 t o your

Nevertheless, how closely companieséatiosen external partners will not be beneficial for
them iftheycannotassimilate knowledge ardistribute it within a companyn other words, it

is an absorptive capabilityvhich is part of external knowledge and refer the capability how
companysupply, use and develop knowledge from outside (externatptin@any and use it to

c o mp aapsrdiians (Prahalad & Hamel, 1990; Teece et al., 1997). Caloghiray22G4)
identify absorptive capability to consstthree main factors intensity of interactidhe value

of external knowledge sources, and attitudeat@ls external knowledgéccording to Allen
(1977, Allen et al. (1982)and Katz & Tushmanl@81) they ecognizedexternal sources can
positively influencedisruptiveinnovation creation within the compamg well They called
themgatkeepers which maiatned active communication withe external environment for
example universities, supplieend partners. MoreovePowellet al. (1996) anéienderson &
Cockburn (1994)dentified in their reseahes that external linkages hadsignificant and

crucial olein theeffective knowledge creation process.

2.2.4 Organizational structures and communication

As discusse earlier that companies tetmfocus excessivelgn their core competencissch

asimproving existing design and technologi@esso-called dominat designthat reailts to
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incremental innovatianThere beconea risk to be overtaken kgydisruptor that disrugtthe
market in the end Qhristensen, 2003Incremental innovation provides continuous and stable
profit which satisfies companies and lirttie will to takea risky step for uncertain disruptive
innovation. However, iicompany is not taking that risky step they have another risk of falling
into the familiarity trap{Ahuja & Lampert, 2001; Christensen, 20@)metimes the reason is
not solely avoidance to take a risk but meraly existing business model is not providiag

easy way outln other wordsthey are like prisoners of their own business model and thus
affecting unable to unlearn for instance weaibwn companies such Coca Cola, Mc a | d 6 s ,
Xerog and SiemengHamel, 2002; Paap & Katz, 200Moreover,Chandy& Tellis (1998
noticethat unable to learn and riskerse attitude create together a status quo which reduces
willingnessto innovate radically and acceptance for cannibatinabf its own investments
Stringer (2000)confirms that statemertty saying that established large companies have
invested too mucim their core competenes and technologies which have a risk to become
obsolete if embracing radical innovation. In adbht when companies have become large
enough they often lose their capability and desipetwetrate emergent marketdtaesy usually

not respondo growth needsl(outfy & Belkhir, 2001; Christensen, 2001, 2003)

Even ifacompany overconsthe barrier ofunwillingness to taka risk and decideto focus
more on disruptive innovationthe companycan face another barrier called organization
dualism. In orgnizational dualispra company canot manageefficiently for both sustain and
disruptive innovation.Raap& Katz, 2004) As Brown (1998 recognizsit is all aboutfinding
abalance between centralization which is used for incremental innovation, and decentralization
which is more likely to have positive impact on disruptive innovation. The hierarchical
structure, effective on routideased procesfavors incremental innovation but disruptive
innovation development needlexibility. Therefore, can be justifiedo say that many
companies are incapahi® manage both, keeping eye on existing businessifwuitaneously
looking for the future. (Cosier & Hughes, 2001; Moorman & Miner, 198¥%hman, 1997,
Sharma, 1999).

One possibilityto overcome organizational dualigsnto createnew unit (spiroff) beside the
existing business which hassifocus exadlsively for disruptive innovationlongterm
innovation) wherethe existing organization foces on incrementalinnovation (shortterm

efficiency) (Tushman& Smith, 2002) Obviously, it means that spioffs havedifferent goals,
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priorities, structures, amgward systems than in mother organiza{idancan, 1976; Tushman

& Smith, 2002 and due to units amifferentiated and separaté@enner& Tushman, 2003

Asit is clearthatthese autonomous unhave ambidextrous structsriney neecambidextrous
maragemenas well It highlights managemeiapabilities and leadership,-soa | | ed A st r «
entrepreneur shipo wher e entrepreneur iAal ar
prerequisite for ambidextrous organizati@ades is to createa clear vison, understanding

when and how to change strategy if needetl balance with organizational politics and
resourcesBy nurturing effectivelynnovative streegies and management processes is possible

to guide, coordinate and support both units with sepdrstructuregKimberly, 1986 Hitt et

al., 2001; Hitt et al. 2002 OO0 Rei | I'y &)AS arsstltrambidextrdug cbrépany

fosters exploring new opportunities to disrupt markets in the long run while exploiting the

existing opportunities and enhamg current competitive advantaggstt et al., 2002).

A physical environment can referwork-space which must enable employeesommunicate

easily overthe organizatio® s di f f er e nt hydical remvironnoent §s. alsoTdata p
(information) ystems. However, dataystems are in every organizatinowadaysand will

not bring any competitive advantage by beimgmselvesThose systems must be utilizibeir

best efficiency and support value creation dastomes. Physical environment counts also
virtual communication and networking and in faat increasing amount of innovation are
created in networks over organization boundaries consisfimgultiple partners. It makes
viable collaboration vianetwork.(Stahle et al.2004, p. 7879) However Umemota(2002, p.

466) argues that virtual communication is not as affees faceto-face interaction and so far

is not replacing it. He continues ththe overwhelming benefif faceto-face communication

is to transfer complicated knowledge andezsally tacit knowledge successfully addition,
procesgsand toolsare usedo create and gather innovatiigeas. Those processand too

can be developed and improved to enhance more systematic and valuable innovation ideas in
anorganization(Skazynski & Gibson2008, p. 23847)

2.2.5 Individual creativity and knovinow
All individuals havea capacity for innovativeness atieke ability for idea creatiofi for some

individuals capability might be hidden. The aim is thereforegach and practicenovation

skills to employees and release untapped intangiblesassbke utilized inthe organization.
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Teaching innovation skills to employees will also increase understanditfie ofalue of
innovation amongheorganization and thus, develop innovatiapability. (Stahle et al.2004,
p. 67)

Individualsd curiosity isthe main facor for breakthrough innovatiofRoffe, 1999)However,

large companies tend to overlook this and are not motivating individtalkave creative and

i br-tharku | e s 0 smallicengpaniead® (Stinger, 2000). Tle@ason can be that in large
companies lay structured and optimized procedsghinder individualscreativity and fee
dogmatism for developg things (Quinn, 1985 Unsworth, 200L It can be argued that
championamong leaders must lead the innovation discussion and foster innovation activity by

encouraging to build creative andgupportive innovation climate the organization.

As individual®creativity and innovative attitudeecontributing positivelyto theorganization

it does not mean that innovation should be created alone. In factfunoi®nal teams bring
together different sources of expertise. It is essential for superior performance asd@apark
innovation activity. In other words, people itifferent expertisaéot only know different
things but knowthose things differently creating greater opportumihd idea generation.
(Eisenhardt, 2000)

Inability to unlearn concerns for many organizasias discussed earlier but does not affect
onlyfor theorganization but in addition, it concerns individuals as well. One part of indig@ual
creativity is the ability to eliminate old logic (the current way of doing something) and substitute
it with something new and different which is caltbe ability to unlearn from mental models.
(Sinkula, 2002; Baker & Sinkula, 200®)dividuald mental models ardor instance beliefs
aboutthe world and why things are done the way they are done which is no longér vali
anymore inafastpaced environment. Thieaddo erroisin thetacit knowledge system of the
organization where individuals knowwow but not actual why things are done the way they are
dore. That is the central point whémow-how can restrictto develgpment of disruptive
innovdion (Baker & Snkula, 2002).It is supported also bifrancis et al. (2003as when
looking for disruptive innovationtacit works as a barrier when helpful and conventional
routines are not working anymoteis justified to say that unless mental models are not built

correctlyin the way to create innovativeness in both organization and indivjdioef can be
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substantial barriers. In addition, unfortunate is thay are rooted deeply ian organization

and are one of the hardest théiig change(Brown, 1998)

It has been now discussed tlaatindividuals creativity and ability to innovatreimportant
across the company. Howeysome individuals which haveersonality traits with certain
activitiesto bring and push nontraditional ideas are called champion® pecisely, it refers

to a person with drive, aggressiveness, political astuteness, technical competence, and
knowledge of the market. Moreover, organizasiofith reward systemand training programs
enablethe influence of champions (e.g., Deshpande &Water, 1989). Similarly refers
Moscovici et al., (1969) and (Mugny, 1988 theydescribe champions to be bold indwals
which dare to questioself-evident issues and not giving up their vision etregmajority will

not see the value of ideas. Thepntinue arguing, the way as champions act is important due to
the nature of disruptive innovation, breakthrough business ideas aesdgerent, confident

and persientattitude for champions to relentless.

As the traditional market research whickustomer orientated might wowkell for incremental
innovation, howeverit can be very misleing for disruptive innovatiofLynn, 1996; Trott,

2001). Robust and fundamental understandafgvhat customefslatent needs are without
customes involvementworks for some companie®\s Akiro Morita, former Sony CEO has

s a i Qdir pfan is to lead the public with new products rather than ask them what kind of
products they want. The public does not know what is possible, butivedot r ef er s t F
arenot marketyethow consumers might be &itb name it. As it might souradbit provocative

the message calls for dedication #ostrong vision for the future. SimilarlyMullins et al.

(2000 support this by saying that due #&long disruptive innovatio development time
consumersd needs can be ch&agpmad& Xuereb(1997V me a
validatethis by empirical research which results that strong customer orientation is not affecting
positive influence for disruptive innovation. Byaying too close with cagtomers lays a threat

to aloss formarket positioneven for dominant player€bristensen, 2003l other words, it
highlightsskills for balancing and keeping suitable distance for custqrasr® be aware of

customers latent nde but reduce to ungan exclusively for customers.

2.2.6 Summary of subcategories

Following in Table5 is asummary of subcategories of dynamic innovation capability which

are discussed in chap@R Subcategories ofyshamicinnovation capabilit.
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Table 5. Subcategories of disruptive innovation

Subcategory of disruptive

innovation Main factors

organizational culture and climate Organizational culture is how employees feel values of organization, beliefs myths and norms.
A positive climate in an organization is a eritical contributing factor to enhance new knowledge
generation. Disruptive innovation requires unlearning skills from an organization which
encourage to break conventional way of thinking.

Working should be self-orientated where goals are shared, understood, accepted and align with
individuals” own values. Thiz way entire organization is committed to supporting a favorable
innovation climate for disruptive innovation.

leadership and decision-making Leaders have a huge role in how individuals feel themselves comfortable and suppoerted by the

processes organization. It is not only to support verbally but concretsly as well such innovation
investments and slack for employees. The leaders role is to point out that innovation belongs to
everyone in the organization not solsly R&D.

A decentralized organization increases the probability of disruptive innovation. Disruptive
projects are risky and hold a lot of uncertain, required commitment, encourage and trust to
support long-term projects and its resource allocation from leaders.

collaboration and external links Open innovation shortens time to market and increases innovativensss. Three main co-
operation processes are outside-in process, inside-out process, and coupled process. CVisan
interssting option to learn what is working and what is not working in that emerging markets. In
open innovation is needed absorptive capability which refers on how firm supply, use and
develop knowledge from outside the firm and use it to firm’s own operation.

organizational  stroctures  and Companies have a tendency to focus excessively their core competencies, the so-called

communication dominant design which results to innovate incrementally and increases a risk to be overtaken by
disruptor which disrupts the market in the end. Many companies face organizational dualism
where company cannot manage efficiently for both sustaining and disruptive innovation. One
possibility to overcome organizational dualism iz to create a new unit, ie. spin-off Virtual
communication is not as effective as face-to-face interaction.

mndividual creativity and know- All individuals have the capacity for inmnovativeness and the ability for idea creation — for some

how individuals capability might be hidden. Therefore, teaching and practicing are needed to release
untapped intangible assets to be utilized in the organization. Individuals curiesity is the main
factor for breskthrough innewvation. Cross-functional teams increase innovativensss in the
organization. The company needs champions, te bring and push nontraditional ideas.

2.3 Innovation process
2.3.1 Evolution of hnovation process models

Can be said that movationshould represent theore ofacompany strategy in a shoterm
view but a longterm view as welli making innovation the most important activities of
companiesBalachandra& Friar, 1997; Hess, 2009; PridsVerhoef, 2007}. Despite its high
importance, innovation literature reports very high failure ratesnovations, close to 50%
(Castellion & Markham, 2013Referringto that, innovation fails its investmenifsit is not

generating future revenues and can everthiskompetitive advantagef the companies in the



37

long run(Hess, 2009; Bayus et al., 20085 Cozijnsen et al. (20Qtighlight it is notmeart

to develop any kind of innovatiaiather they need to be essentabe successful to enhance
continuity in the market and strengthngpetitive position. While innovation must have its
certain target to be successfusimultaneously carries many risthat can reductheviability

of acompany $andberg Aarikka-Stenroos2014)it is thus justifiedo saythatinnovation is

anexpens/e and complated procespominguezEscrig 2019)

If we come back at time fahe year 1998 when Cooper initially developtgk innovation
process with go/kill gates (ikigure8), the main idea was adoptey Booz, Allen& Hamilton
(1982 where the main stages were roughly unchanged (as idea genesateemingand
evaluation,business analysiglevelopment, testingand commercializationinstead Cooper
included gates between the different sagsee irFigure 8; e.g. Cooper, 1988; 2001 The
purposeof these gateis to decidewhether to continue the development process or kill the idea.
The framework aim$o minimize risk in new product development by following a systematic
process for managingew product activigs. In other words, to respohdyh failure rates for
innovation at the time. However, seems tiiinnovation process still fails often although
there isaturn forthebetter.Following is discussed shortly innovation process ®ttitee parts
separately as literature acknowledgdribnt end NPD andcommercializationHowever, still

keepingthefocus on the front end of innovation which is the main objective ithias

‘ Market Activities

‘ Idea ‘ ‘ Product &Technology Activities ‘

|

Gate 1
Initial Screen

| Preliminary Market Assessment ! Preliminary Technical Appraisal |

Gate 2
Preliminary Assessment

p

‘ Concept Identification & Test

>

! Technical Concept Definition ‘

Gate 3
Pre-Development Business Analysis

&
| Developing Marketing Plan

-

! Product Development ‘

Gate 4
Pre-Test Review

A8 B
| Customer Test of the Product ‘ In-House Product Test |
Gate 5 ‘
A Pre-Trial Review N
‘ Test Market ‘ Trial/Test Production |
Gate 6 :
Pre-Commercialization Business Analysis N

IS SLSS

‘ Market Launch 1 Full Production |

Review and Adjust

Figure 8. New product develognent with go/kill gates (adapted from Cooper, 1988)
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2.3.2 Front end of innovation

The front end incluces the activities which preced#® formal New Product Development
(NPD)a nd fGatd¥ag ep r dreeeirsns endcan be depictedsaaperiod from where
oppatunity (or ideas) are first considered and ends wadmsiness concept is ready for
progressing further in NPD. (Koen et al., 20Rim & Wilemon, 2002)According toReid and
Brentani (200% they dividedfront end for early and late activities; Hse ealy activities are
problem/opportunitgtructuring and/or identification/recognitigoeifer et al., 2000; Urban &
Hauser 1993; information collection/exploratioMarch, 1991) and r dop homewo
(Cooper, 1996 They continued thatwvhereas the lateactivities are seen as involving aspects
of idea generation armbncept developmenCpoper, 1990; Urban & Hauser, 1998ontinued
informationcollection, and prescreenin@Grawford, 1980; Crawford & Benedetto, 200@th
possibly some initial fund alloation for exploring a new ideaC¢oper, 1990; Cooper &
Kleinschmidt, 198k

Accordingto Koen et al.(2001) designed New Concept Development (NCD) model can be
seen gathered previously mentioned early andramé¢ end activities quite well. In other wds,

it is reasonable to discuss Koen, et al. (2001) model following as it is a general leveigpllect
all the main activities inrbntend which current literature knowledge. More precisely, Koen

et al.(2001) included five activitiesr the NCD modelwhich representthe front end phase;
Opportunity identification Opportunity Analysisldea genesisldea selectionand Concept
developmenivhich can be seen Figure9. The circular form of th&lCD model presenthat

key actvities canflow, circulate and iterate between and among and therefore not expected to
progress ira specific order. Bving forces for these key elements amecentralof the circleas

an O0engi ne 8leaddarshigamd caltoied the osyanizatioinsubcategoriesf dynamic

i nnovation <capability. I n outer edge are

innovation capabilit (Koenet al., 2001).

Someti mes can be h etlefrodt erddfwherdnzyibessa theinplicatiend wi t
of something which may not haweclear structure, process and which hashigh set of
management challenges. Somewhat it is odd but surely interesting as well that managers and
researchers claim th#te initial phase where innovatiois bornstill lack of full complete
understandingn why, how and when things happen as they happen in successful innovation

and thudront endimprovements are far away from desigigmeering process improvements
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According,to Zhang& Doll, (2001) imost projects do not faihithe end, they fail at the
beginning, it conducs the thought thathe front end of innovatioms the most important part

of the entire successful innovation process.

WhenKhurana& Rosenthal (1997pundout from their research that companies areggfirag

with product developments suakcanceling product developmeimturing NPD due to it does

not fit the strategy, people are too busy to develop top projects, and too late launches on the
markets what waisitially planned are precisely originatedgoky managed front end phase. In
the same year, Murphy & Kumar (199%aboratedhat companies neetb understand why
clearly defined product befodevelopments so crucial. Outcomes responsesdompanies
problemssuchwell managed front endssist taunderstand development time, cost, required
technological competenciemarket potentialfisk, and to understand how well product fit for
strategy.In addition, Khurana& Rosenthal (1997)ecognizeas well thata clear product
strategymakes decision makg consistenand assisin addressing responsibilities ihe front

end phaseSecondly, lhey mention also that product vision should be understood well and
mutual in an organization to balance risk and return in short/long term products and
mature/emeging marketsln chapte2.4is discussethefront end of innovation more precisely

by taking disruptive innovatioan focus.

Fuzzy Front End
(New Concept Development
model)

: New Product
\(\i\uencm fa"—‘i*o,- Development (NPD)
s

Idea
Genesis

Commercialization

Figure 9. Front end model (adapted from Koen et al.2001)
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2.3.3 New ProducDevelopment

NPD process is seen beginning whieabusiness concept has besteptedn the front end

phase. Requirements farclear businessconceptarethepr oj ect 6 s s c capde , t 8
price product concept and value propositionthhe consume, and in general what features,
attributes and requiremestare set foithe product. (Cooper, 2017). ltne NPD processthe

purpose is to develog physical product froma businesgoncept More carefully front end

phase is dondetter possibilities #re is success theNPD phaseAs theworld change rapidly

so do also people mis@nd thereforés necessarfor et hi nk product és des
meet consumers demand when developing the product. During the process is recmtonend
gather feedack from consumers regarding to prototype and make an iteration for design if
necessaryAgain, iftheconcept is defined well ithefront end phase it will decrease the work

in thedevelopment phase and will offer better opportuntbdaunchthe prodict tothemarket

in time. Another thing which can hamper development work is impossible technical
specification in business concept. It will increase cost,,tamd work as needed to change
concept specification faa more suitable form(Cooper 1993, p 205-206; Kim & Wilemon

2002)

2.3.4 Commercialization

According to Cooper (1993) no matter how vie# NPD phase has dormut if thecommercial
phase fails innovation has no worthTherefore, launch, marketingand all commercial
activities must be considedat carefullyfor successful innovation. It highlights thatoduct
commercializatiorcannot be overlooked asnteds a lot of expertise to get profitability and
continuum sales after laungiDi Benedetto, 1999; Montoy#/eiss & Calantone, 1994; Song
& Pary, 1999 Moreover,Hultink & AltuaheneGima (2000)ind out that many launches fail
initially due to lack of resourse As they mention both resources people and funds are

neededor the base o successful launch.

2.4 Front end of disruptive innovation

Already Schumpeter (1934ecognized that to be able to create new products, processes and
markets there is high involvement of entrepreneurship. Recently, émel2ith and beginning
of the 21st century, these two fieldsighlight the importance ofa ¢ h  oih theeliteatare
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review; first innovation was det@ined core of entrepreneurskigitt & Ireland, 2000, and

later reciprocally entrepreneurship was proved tdheecore theme of innovation domain
(Shane & Ulrich, 2004 And as Drucker (2007p. 25) definefit he entr eprene
searches for change, respondstb and expl oi t swhichiclealgresaltitn op p o
thethought of innovation process.ddt importantlythe entrepreneur aspect is highlighted in

this thesisdue to it @ansto create new resources or combining existing resources in new ways
(Hitt et al., 2001; Ireland et al., 200dhichfundamentally are required factansthefront end

of disruptive innovation
2.4.1 VisionTa management tool

Y our vision will become cleanly when you can look into your own heart. . .who looks outside

dreams; who looks inside awakesCarl Jung

In this chapteratfirst is discussedthe broad definition of vision and what principles it should
hold to be effectiveThereafterjs shortly discussed uncertainties of disruptive innovation and
how the vision will make aemarkable change to reduce uncertaintiethenfront end of
disruptive innovationThe end of this chapter is closely recognized four main visions which are

bothprevaiing and steering to the successful front efithe disruptiveinnovation process.

Vision is defined aBan image of a desired futwe ( S,t199X% . $18)in other wordsvision

tendsto stateaclear futire where we would like to be. Thiekature recgnizesmanycompany
relatedvisionssuchasorganizational visionollins & Porras 1991, 1995; Hamel & Prahalad
1994, project vision (Lynr& Akgun 2001), market visioningc(o | ar el | i O6Conno
20017, market vision (Reid. de Brentani 201Qtecmologyvision (Reid & Roberts 2011 and
peripheralvision (Day & Schoemaker 20D5Whatever aspect of vision we havkeere lay

certain three pnciples which are involved:

1. A goal or target (future)The purposeof thevision is to set in our minds andemtal
modelsaninteresting goal or target for where we are aimed towards. Vision represents
hopes and dreams the future which commit peopl® it by working together.The
future goal f e r bddneanwha disioh comprised ochn & c 6 pe o

representing the size and effectiveness of the goal.
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2. Passion (desired)By creating the vision it must fascinate adoela passion fothe
visionaryitself whereupon potentiallgffect other individuals inan organizationthat
will share the visionGreat vsion is built with magnetism and energy which help people
to overcome reluctance they tend to have when moving tovsedsal.

3. Clarity (of the goal image)Without vision beingtangible, clegrand achievable
employees will hardly pursue the same godri€y is a must in avision to achievea
mutual understandingn where to go which hels individuals work together and

interpret other@actions on the way to the goal.

As avision is now shortly discussed ageneric wayit is good toremind uncertaities in

disruptive innovation to better understand by mean of visidhafront end ofthe disruptive
innovation processDue tothe nature of disruptive innovatigrhey tend tobe new to the
company and mar ket pl ac e dranfaticslepdrtiires frdnexigtent a n d
products or their logical extension ( Ver yzer 19938, p . 306) . Ob\
is more complex and uncertain inraparisorto sustaining innovatiowhich callsa company

to build new technical and commercial skillsdabusiness mode(€ o | ar el | 19986 Co nr
Garcia& Calantone2002; Song and Montoy@/eiss 1998), and to employ new problem

solving approaches (Burds Stalker 1961; Tushmai Anderson1986).

Regardinguncertainness irthe disruptive innovation press, part of it isa high level of
involvement of individuals working on the unstructured problems and with limited information
raise the risk tdall out radar of senior management and focal organization (Reid & de Brentani,
2004). Therefore, it is crugiito understand what decision process and actions of key individuals
encounter irtheinitial phase ofthe innovation proces® reduce the uncertainty the front

endbut recognizing bettea new market and technological disruptive innovation opporamit

as wel |l (Burgel man & Sayl es, 198¥99 Reid&onno
Brentani, 2004).The determinant role of visiorespeciallyin the front end ofdisruptive
innovation processes underpin strongly for key individuistly how they understand and
interpretdisruptive innovation andecondly,how disruptive innovabns are linked tahe
organization(Reid & de Brentani 2004; Tidd et aR005) AccordingtoCo | ar el | i 006 C
and Veryzer (2001¢xecutives which are visioning the front end can be dividemto two

types; innovators and ruminators. They continue that innovators are typically those who play a

technologyvisioning role where ruminators play a marketioning role. Similarly(Allen,
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1977; Roberts, 1977)théy occupypositions where they either work directly with the new
technology or are involved with markets where there is a possibility of an application for the

technologyo

Now based on the understanding that innovation is ratlpgocess than a product, aad
individualis themain part otheinnovation process can be judgedsay that vision iacertain

0t ool 6 t o maimtzefyoatendnHowevett g nontriueyto think thatision is stable
entire front end phase, in contraavision bornat aninitial phase where both technology and
themarket potential is unknown and develop clearer over time when innovatias toward

the marketFigurelOelaboratsthis where is 2 x 2 matriwhich has aifferent form of wsions

in each quadraniThe same figureonsist xaxis which is marketelated as ira low maket
context where is untapped potential for technology which becsmearer when moving further
towardahigh market context whiltheinnovation process progress:axis r epr esent s
initiating the vision from individual to organization level. This will give some idea of the
location and reasonirfiehind the starting point of vision and its final target point of disruptive
innovation. Following igliscussed closgleach quadranhatmight initiate vision and whenhe

technology and market trajectatye vision appearg¢Reid,2015)

1. ValueDriven Vision (high individual focus/low market context)
Based on thepportunityrecognition (i.ethe convergence of two relatly distinct
arenas)r pure inspiration where individual spark the visionha# future whichhas
barely a low-level technology development and not any clear market context. For
instance, Richard P. Feynman notedis speeci{1959 irT her e 6 s Rpomatn t y
the Bottond which wasan initial phase for nanotechnology invention which however
came alivemanyyears after athe development of the scanning tunnelmigroscope
in theyear1981

2. TechnologyEnabled Vision (high organization focus/low markattext)
At a very early stage of technology development, vision learborn within both
c 0 mp astigntssgroup and/or with extel collaboration. It is highlymportant to
understand that while there tesd be one technology aspect there still laysngn

different vision opportunities which can lead for across many different application. Can
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be said it favas benefits for external collaboraticispeeding ughe development

process and offeringvision focus on own business.

Bottomup Market Vision ¢w organization focus/high market context)

In this quadrant vision is individual orientated (entrepreneurial) which can be derived
for example from €chnologyEnabled VisionThe vsion is formalized to represettie
individual motivations anthe nature 6 the person. More importantlyhevision holds

a clearer understanding of the markets and customers whas faipprodict
development. Due to the entrepreneuolaéntated vision, techhmgy competence

requiremerdg camot be complex.

. Top-Down Market \sion (high organization focus/high market context)
This vision can be derivealsofor example from €chnologyEnabledVision andbe
formalized to represent executidassion wherethe company needs to be looking for
in the future. In this quadrant, teadilogy competence demand can be higher than
Bottomup Market Visionas innovation is developed Bn established companies
(Reid,2015)

Individual
focus
drant 1
Qua rar.1 Quadrant 3
Value-driven
. . Bottom-up
Vision

Market Vision

Ex. Champion &

. Ex.
futurist at
opportunity Entrepreneur at
. . late front end
recognition
Low Market High Market
Context Context
Quadrant 2 Quadrant 4
Technology- Top-down
enabled Vision Market Vision
ex. External ex. Shared vision
partner among
collaboration at organization at
early front end late front end
Organization
focus

Figure 10. Vision typology in the front end of innovation (adapted from Reid, 2015)
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There isnotaclear structuref how vision should move amonigese éur quadrantbut merely

it enables thevisionto flow reciprocally depending on time and technology perspectiReids
(2015)summarize the ideaell of how visions move and develop over timdront end phase:

filf we look at these quadrants and how they are potentially related through a-tengelens,

it seems that over time and with a certain set of technologies and/or core ideas at hand and
depending on the nature of the various visjomsiovation may travel through these four
quadrants, in a variety of ways and through different key individuals and organizatsis

is now obvious thatision affectsin the front end but more importantlyfocus should be to
understandhe nature ofkey individuals involved irthe front end.As effective vision help
individuals to set goals, share information and make desisimaugh the processhich in

turn result desired outcome atertain moment.

2.4.2 Entrepreneurial approach fimntend of innovation

Based on théve elements ofhefrontendwhich Koen et al (2001) recognized, forthemain

body of this chapterHowever, as disruptive innovation needs much more iteration and
reciprocal movement among actiesi than incremeal innovation tis chapter hasalso
characteristics of Assiik 006) interpretations dhe dynamic disruptive innovation process

(in Figure11). As Assink (2006) elaborates disruptive innovation proéeés i s a r hy't
searching and selectingxploring and experimenting, of learning and unlearning, and cycles

of divergent and convergent thinking. It is a complex and interactive process of probing and
learning feedback. He continues, that disruptive innovation is more a spiral or circular
dewlopment process rather than limear process.Moreover, creative thinking and

intrapreneurship abilities are highly involved when aiming for disruptive innovation results.
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As opportunityidentificationis thefirst element inthe front end it is necessary to defirtbe

meaning of opportunity which holds its disruptive nature. Therefloe®pportunity is defined

to includethree main characteristics; potential economic value (profitable), newness (product,

process, technology that did not exist previously), and perceived desirglgéiteral

acceptance among customers and soc{Big)on,2006 p. 10J.

The aimis to havea perceptiorf thelatent market potentiah opportunity identificationOne

effectiveapproacho opportunity identification is to use entreprenéwsa y

t o

ficonnec

between unrelated events or trends in the external worldsasiebhnology demgraphics,

markets, government policiestc. For this reasonit is helpful to utilizean opportunity

recognitionframeworkwhich includes three main factors
1 commitment in active exploration for opportunities

q alertness

9 prior experience and knowledgein@iustry,market or customerg¢Baron, 2006)
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Opportunity recognition underlies the importanceedrchingactively opportunitieshathave

an untapped potentia(Gilad et al., 1989) As considering present market dynamism,
employee8 sensitivity to chage work and fasphased technology changase not solely
enough to trust and underpimernal development. Therefore is beneficial to take other external
actors into the innovation proce@Shesbrough, 2006; Klevorick et al., 1995; von Hippel, 1988,
20M). In fact, Cassimar& Veugelerq2006 studies emphasizbe advantagesf combining

internal R&D and external resources for best innovation performance.

Externalknowledgesearching strategsefersto the wayan organization find valuable ideas
from external sources of innovation.depends on such agattype of innovative activities
thecompanyis looking for, availability of technologicalpportunitiesand available resources.
(Castellacci, 2007; Laurséh Salter, 2006; Malerb& Orsenigo, 1993)Thistwo-dimensional
search cate dividedfirst, breadth 1 wherethe aim is to havexwide range of sources and/or
secondly depth- where £w external sources batvery intensivesearch(Laursen& Salter,
2006) Whether to utilize breatandbr deep sarch strategyHills & Shrader(1998)argue the
importance of using personal contacts andre specialized publications than just public
information like magazines, newspapesd trade publications. Literature algentifiesthat
opportunities can be cegnized without active andystematisearchcalled passive searcif)

an individual hasunique alertness to recognize thé@ilad et al, 1989; Kirzner, 1985;
Ardichvili et al., 2003. Where alertnesbasreferredto the capacity of high intelligence @n
creativity (Ardichvili et al., 2003 Individuas 6 c ap abi | ihelyidentily areew er t n
solution for latent cstomer needs or untapped market poter{ialsenitz, 1995 As a third
factor in opportunit recognition, prior knowledgéach and variedife experienceplayamajor

role to recognizeadical potential opportunitieShane, 2000

As discussed and identified opportunity recognition factors (active/passive search, alertness,
prior knowledge) above them amainteraction between each othintegration among factors

leads topattern recognition, whicthelps to understandthe basic nature of opportunity
recognitionand how to hel@norganization to achievimerequired skils needed tend up to
disruptive innovation idead.o succeedn this complex and muHiaceted processhekey is

to find links between unrelatelends changesand events and knot these dots together.
(Matlin. 2002)
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For all individuals in amrganizatiorarethen encouraged to build their own pattern recognition
where unrelated issues (events, changes, trends in the exterfd| are interpreted through
cognitive frameworks which includdifferent mental models i.@rototypes andx@mplars. In
the results wheralertness and seardre affected with cognitive frmewaks output is a
perceived patterthat suggest a) new product ideas which need to be developed oeWw)

products which at usable and therefore discadd

Prototype models

According to Smith (1995)ndividuals formalze idealized presentations ofehmost typical
factors of a categy (objects or issues that seéonbelongtogether) This mentalprototype is

| i ke a which maludesan experienced combination of attributes associated thigh
certain core of business knowledge like doors, walldes, roomsetc. When new information
(events, market changes, technologtc.) appears it will beecognizel and comparedf it
includes (i.e.huge mansion or simple cottage)excluds (i.e. skyscraper or igload this house
which representa mertal prototype(Baron,2006 p. 109

Exemplar models

The exemplar model is specific knowledgkiven rather thamanidealized prototype model.
This is based orthosenew objectives or thingthatindividuals encounter are compared with
specific examplegas exemples) of current conepts already formalized in mingHahn &
Chater,1997).As anexemplamot consist solely of an idealized generalization but rather would
include numerousand specificexamples This affects that person does not have baild
prototypes rather justtompare new information texemplarswhere they are already
knowledgeablén memory(Fiet et al, 2004). It refersto that persorjust know when they
encountergood opportunity which highl i pgrevioslyper s
mentioned(Baron,2006 p. 109110

Both, prototype and exemplar models represeognitive frameworkwhich are like receptors
for changes in markets, technology, eveats. However, these cognitive frameworks are not
in contrasiNosofsky& Palmeri,1998 rather they are interrelated between whagpeototype
model consigtof a person who has riondamental understanding atertain extent whees
anexemplar is useby aperson with more expertise and specific knowledga ¢ertain exent.
Thus, it can be said th#tey are supportingach other andrein key roles as attempting to

identify new business opportunitig®aron 2006 p. 104
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Figure 12. The potential role of pattern recognition in opportunity recognition (adapted from

OpportunityAnalysis

Baron, 2006)

The role ofopportunityanalysis is to translate input from opportunitientification into specific

business and technology opportunities to be able to reducetraatkéechnology uncertainty.

Neverthelessanticipating market potential and demand is insecWeefels (2002) and

Sandberg (2002highlights its importancé o

av oi d -phaséwhiéhcishapreduct

development black hole (product in NPD process although it does not fit tieggiratl kinds

of assessments with existing information are significant including utilizing external knowledge

from groups and market studiest forgettingscientific experiments as wellWhether to have

in-depth analysis or nptlepends on how attracévof opportunity is seen, how risky versus

profitable the opportunity jsand how wellthe business opportunity will fit with the business
strategy and culturéKoen et al., 2001p. 50)

Idea Genesis

Traditionally companies think and act that Researuth Development (R&Dig the onlyone

in anorganizatiorthatis responsibléor innovation The aganization is awaiting that R&D is

developing new business, featyraad functionality but unfortuti@ly under the pressuid
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management taachieve quarteresuls, the business is rather focusing amcremental
improvements than radical innovatidiKalil & Choi, 2014) Needless to say that these small
improvementsare apt to buildon existing capabilitiesvhich only run the company to
competence traps asemtioned earlier. A good start to find explorative ideas into new areas
where results are uncertain but yet can be-tengn and attractive is to use op@movation
(outsidein and/or insideout) and corporate venture capital whicls discussed in2.2.3
Collaboration and external linkd o we v e r , & Biriin&2019) skeythat in addition, would

be good to use Scale of Ambitiand Hunting Zones practicesgenerate disruptive innovation

ideas.

Scaleof Ambition

The am is to sefa very high goal foanideathatis equal to opportunity or threat of disruption

which can occurin business. Itnakes people thinkn alargescaleand takes ideation away

from incremental or tactical innovatioh.is goodto remindthat generating husiness idea is

not just a product or process but merahentire business modefor instanceatechnology
company can look outside from current businesscuerently selling componentdut see
opportunity and revenue cong from servicesMor eover , three criteri
needs to be met i.e. differentiated customer experiémepotential for large business, aligned

with corporate strategy (like Amazon and IBM has d¢@aJdwell& OO6IRy, 12012 ; OO
& Binns 2019)

Hunting Zones

Hunting Zones at necessarily exclude Scale of Amidn goals rather complememd set
boundaries around ideation by defining roughly attractive markets, business models, types of
identified problems, or to whom (customer segrsgttt focus. This way energy of idea creation

is on the way to completeeambitiongoal that hadeenset. Thus, disruptive innovation ideas
are more likely to raise rather than only exploitative ideas to help existing besinéss
example, new busise canbe based ondeep expertise i certain realm anananufacture
competenceéo createabarrier for imitation. Oacompany can focus aanew business idea if
demand and benefits are recognized across the company and in additiors & oéersoure

of customer value. In shqrthis kind of concrete guidance helps to keep seardoingew
business idea on track ammsures for assessment of the attractiveness of the opportunity

(mar ket size, mar ket penet r Rdlly&®Binnsa20k®) ysi s,
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Although there isheaim in disruptive innovation ideas to bevel, appropria, useful, correct

and valuable it is good to remember ttls@metimeseven unsatisfactory ideas can be re
evaluaté and if possible to amend to increabeit benefits(Hennessey «il., 2011 Moon &
Han,2016) In other wordssurprisinglydisruptive innovation not come up solely l&itmore
combination of the several smaller ideas based on recognition environment differently,
chall enging usual manner of doing things, (
alertness to understand | at eaonbtadahalengingeur n e e
underlying mental model@CoulsonThomas, 2001; Wind& Crook, 2005).Also worth to

mention thaklreadyin theidea geneitgon phase is crucial to achieviogossfunctional teams

to better copevith different expertise fieldand point of views (Koen, et al. 200

Despite the fact thatow wellrun ideation approach is conducted tharemany, if not the

most, generatedleasare not brilliant. It must be understood and accejitesl nature of
ideation: to generate a divéysof options. Thus, the next question asifigat how leaders can
identify goodfrom the bad ideaw/hich havethe potentialfor investing The answer is idea
selectionand concept developmemt,r | ncubati on a2019éfdteiiahd v &

highlight theimportance of market test validation which is discussed following.

IdeaSelectionand Concept Development

As discussed so far methodologies to recognize oppbesiimental prototype and exerag)|

and idea generation (scale of ambition ande lunting), they are jusa.small part of existing

activities which lead to generatindeation Despite the fact theqmurposeis to open eyesn

how to takethefirst steps inthefront end of disruptive innovation O6 Re i | ,I(2019)& Bi n
refers thatompanies usually do not lack new ideas but rather are facing the ptolsieparate

good from bad ideas. Therefore entitled to say that generating ideas for a company is not an
issue but how to seleeind managé¢he best ones to invest is what maters. Following is
presented two methodblat are effectivefor managers or front end team lead&rvalidate
disruptive ideas in the marketplaickean Startup anBusiness Model CanvaBesides, these

two methods are valuable to pick the best idlea@y are attempting to gathéeedback from

customers which will improve contiously business concept as well.


https://www-sciencedirect-com.ezproxy.cc.lut.fi/science/article/pii/S0169814116301652?via%3Dihub#bib24
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Lean Startup

The core othelean startup model the Build-Measurel.earn loop which pursiso minimize
total developmentime by utilizing a feedback loop(in Figure13). The idea is to breathe
normal rational way of thinkingvhich meango think backwardirom business resulthatare
targeted instead gdrogressingorward from some solution or technology whishn mind.
Whenthe idealor hypothesis)s clear the first stepn theloop isto enterthe build phasewith
aminimum viable product (MVR)The goal of MVPis to start the process of learning not
make a perfect product.Obviousdy, MVP lacks numerous feates, some might besven
essentigland therefore is time tmove quickly forwards in the loop toeasureghaseln the
measurephase the aim is toevaluateMVP impactand level of interest fronthe potential
customersCrucial inthe measuringphase isd decide whetheproduct development is worth
putting in real progress. Simplified, is thesedemand or not for a business idéaerefore,
metricsmust be createth a way that illustrates truthdata to analyze customsrbehavior
correctly The prposes not to embracthe managers danownavanity metrics(Ries,2011)

Thelearningphase ishe most cruciapart of the loopwhereis eitherdecidedto continuethe
development processtifie business idea looks promising but if ndierteis neededo make
radical changes in strategy (knownthe pivot) to achievehe vision. The Build-Measure
Learn helps to aleds early as possible whetlpévot is needeth orderto savdime and money.
The question may arise that wHasbeen learned and is iinte to pivot or not? Shortly,
innovation accounting an answer whicimcludes three steps evaluatehelearningprocess:
1. draw a clear picture d¢iie current status dhe new business idea
2. formalize what is the target point as idgavhere ae team reaching for
3. after many small changes and optimizations will be setheifleal target is coming
closerwhich helps talecidewhether to pivot or persevecarrent strategyRies, 2011,
O6Reilly & Binns, 2019)
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Ideas

Measure

Figure 13. Build-Measure-Learn feedback loop (adapted from Ries2011)

Business Model Canvas

Alexander Osterwalder developatusinessmodel canvasthatcan be seen as a visualization
tool and supports businessnceptdevelopmentogether witha lean startup model.What
makes hisinessnodel @nvas very useful in practice is thhé user needs to identityviable
setof elementghatmakes the business idea workiipe husiness modelanvas consistnine
building blocks(in Figure14) which can be divided roughipto threemain structureas Cost
Structurewhich includes all operation cost asykpartners, key activities and kegsources
whereas Revenue Streams consishey which company generafiesm customersegnents
via ausibomerrelationship anditannelsin the middle lays Value Proposition which describes
all the offerings which create value for a Customer Segn{@tterwalderet al., 2010;
Osterwalde& Euchner, 2019)
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Key Key Value Customer Customer
Partners Activities Proposition Relationship Segments
Ke
v Channels
Resources
Cost Revenue
Structure Streams

Figure 14. The Business Mdel Canvas (adapted from Osterwalder et a]2010)

As discussed oascale ofambitionthat in andea generatio focus should not jestaproduct
or aservice innovation but rathentirebusiness model innovatiofhe same rule follows here
in the business mdel canvaswhich is very practical as attemptintp build holistic business
model innovabn instead of focusing onlgn product, processerviceinnovation aloneln
fact, business model innovation itselfnmore difficult to imitate than just product, service
etc. innovation Factor for success is to fin@ scalable business idea withcompetitive
advantage sudiisswitching cost ithebusiness modeHowever, it is not meaningful to design
abusiness idea excessivdiyt ratherto makea prototypequickly and test it for instance with
aleanstartup modeto see how it workdt emphasizethatthe business model canvhslps to
evaluatehelearning processontinuouslywhich means that there is no purpose to nedkeal
business model atnce Moreover, thereare four innovation metrican Figure 15, which
mitigates the innovation riskbut also measuringprogress inthe innovation process
(Osterwalder2010;Osterwalde& Euchner, 2019)



Figure 15. Four metrics to reduce innovation risk (from Osterwalder & Euchner, 2019)

Without these metrics is almost impossible to evaluatetéfam is making progress or not.
Simultaneously, it provideschance to compare ideas, some might havenpatdut huge risk
and another smaller potential but reducekl. fis other words, metrics hetp make a lisof the

most beneficial ideas and for decisimaking standpoint which idea to invaseind which not.
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The dovepresented approaches provide measurable impact for estald@nedniego the

select best disruptive business ideas and devletdmisiness conceptor them. Despite these
approaches are effectiva its purpose thg are overboked withthe respectof scaling if
business starts to grow. In other wortligey have a lack of guidanaan how an organization
should be desigrdto ensurghatthe growth trajectory is governablé fact, one of the most

known entrepreneuin Silicon Valley, Steve Blank said thatAfter three or four years of

wat chi

ng i nnovat.i

on

n | arge

companies

embarrassed to say that most of it has ended up in innovation thesaning that whil¢he

t

ry

lean startup ggroach is effective, the greater problem is that established companies do not have

capabilities to scaltor the new busines§. O6 Rei | | 2019 Bi nn s,
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ThereforeO 6 R e & Biring(2019) have gathered thremptices for establishasbmpanieso
address arriers that reducegenerating scalable business. Thaye Hypothesis Testing,
Feedwad Measurementand Executive Oversight whiclare discussed respectively the

following.

Hypothesis Testing

In the central of idea selection Bn iterative loop toreflect and improvethe business idea
towards an assumption about the market opportunity and dekedioom customers that
confirmsor disable that assumption. It will not result automaticatysuccess but rather it is

a learning process. Whilghe learningprocess includes manfailed experimentsoften
established o mp a execatise@are not willing toput energy ando the job with a series of
small tess$ of limited hypothesedt consist of two reasons, testing a hypothesis with data is
not familiar n@ comfortable for executives which results to skip this important discipline.
Unless this discipline is managed appropriately thereleyssk of unproven assumption when
moving to scaling{ O 6 R & Bihnk, 2019 p. 57

Feedforward Measurement

Many establishedcompaniesre struggling with measurement syss@émorder to evaluate their
experiment irtheinnovation processCompaniegend to use feedback loop and review data

on past performance, compare it with expectations and make correctives attierquestions
which ariseare What was our goal? How did we do? What explains the variance, how can we
close the gaptstead ofocusingon measuring outputs, required is to understand early success
factors like assessing which inputs drive the owtpety. speed of delivery or rate of adoption).
That is calledafeedforward system which tragperformanceoward a strategic goal arlde

core is to understarftbw an experiment igerformingrelative to its hypothese&dapting this,
measurement illusites achievements which need to have in a wayagoal i.e. number of

customer adoptions of a reference desfg@ 6 R & Bihnk, 2019 p. 57

Executive Oversight
Senior managedpresence and formal involvemeareneeded in an idea selection pracds
means actual time and attention to review the experimieanit is revealed. In other words, it

emphasize understanding and commiemt towards experimentation. Adhenthe company
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movesfrom idea selection tecale up théusinesshere is crucialo have consensus and clarity
about the ambition for the new business idea. Unless it is nof ttleaisk is that investments
areaddressetbr the profitable established business which isagitortterm reward in contrast
to invesing uncertain butdngterm profitabledisruptive innovation. Needless say that in
that case thre is noopportunity to scale up the new business which is thus dobefeck even

the innovation is launched

At the endbf this chapterthere isalsoagood to point out tht no matter how well the marketing
research and testing phase hbgenconducted there always lays a risk that watmn will not
succeedStahle(2004)recognizs this andargues that athe good ideas carot be tested and
validated with customsrdueto customers can be rooted to think wiitieold way as callethe
old paradigmStahle (2004ontinues that when creatimgiew disruptive innovation there is
needed to approach the innovation in a more holistic @&t@ how innovation is on way to
changethe old paradigmA holistic way to approach disruptive innovation means sufficient
crossdisciplinay understanding in terms gkeéng more comprehensively the solution than
consumersin addition, the possibility is thatthe old paradigm is not onlyooted forthe
customers, as executives migifatvebeen also undethe old paradigm and therefore will not
support the newlisruptiveinnovation.(Stahle 2004)
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3 CASE RESEARCH

3.1 Research process

3.1.1 Literature review

Thethesisstarted witha preliminary searchivhenthe authorwasinitially looking for research
ideas.Both rational thinking and creative thinking were used to refine the researchTbpic
purpose was to find topicthatwould be suitable for a company but algloich wouldinterest

the author as wellAt the point whenthe author foundan interesting research topit was
introducedfor two mentors in a company to find outtlife topic matcledwith thec o mpany 6 s
interest. At the same timether topics were also discussstiich mentorsthought of being
topical and beneficial for a companithin the next few weeks author finalizetie topic
together with mentoreshich was then suitable fdvoth company and the authdihereatfter,
the author startea critical review to figure outvhich published literature weila alignment
with selected research questorCritical review ensured that selected literature addoess
tightly research questisrand parts of literaturthatdid not concern research questions were
left out. Mainly professional literature, books, journalnd presses were utilized in this
researchKeywordsthatwereused to find articles frortheelectronic database wedesruptive
innovation, radical innovation, fuzzy front end, innovation procelysiamic innovation
capability, opportunity recognition, barriers for disruptive capability, fuzzy front end

managemenetc.

3.1.2 Interviews

This thesisaims firstly to developthe dynamicinnovation capabilityof the companyin order

to innovate radicallgnd secondlyto mange efficientlythefront end of innovationTherefore,

to be able to understand abwasgatheredbbyiptarviewss s st
The ®lected interview technique wéist he gener al interview gui de
280) latter cled theme interview which is one of the qualitative methédigure 16 presents

how the theme interview haa middle positionbetween structured interview and unstructured
interview. The purposeof thetheme interview is to presdt themes fronthe literature which

will be covered in interviewsHowever, questions catill vary between different interviews.
Therefore interviewer can emphasize certain themes more than other theéhestierview
dependingon the interviewes background. Eskola & Suoranta2003, p. 65; Hirsjarvi &

Hurme 2000,p. 47)
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Figure 16. Different research interview forms (adapted from Hirsjarvi & Hurme , 2000, p. 44)

As thethesisconcernssubcategoriesf dynamic capabilityput alsoprocess and management

aspects fronthefront end of innovationit can be said thatwas difficult to findasingle person

to be able to answer for aélected themeas thecompany. Thereforghetheme interview was

suitable for thighesisasthe interviewer was able to change themes and questions depending

onan i nt e backgreunc ang positiorrom the literature review was recognized

subcategories atynamicinnovation capabilityvhich areorganizational culture and climate

individual creativity and knovhhow, collaborationand external linksleadership and decisien

making processand organizational structures and communicatidut those were not

applicabledirectly as such. Thereforaghe interviewer needed to adjustlightly interview

themes to corspond better for practicing purpasAs aresult,thefollowing themes ar&ision

and strategy, Organization culture and leadership, Collaboration and external links,

Organization structure, Indivigals creativity and Front end More precisely, Vision and

strategywasseparateérom thefront end phase as an individual thefiee reason for this was

to addresshow recognized opportunities will haegplace onthec o mpany 6 s
of three years @dmap which was developear tompany X.

In Table6, can be seen th&br interviewswere selected twelve persoifiiom thecompany.

They representecgxecutive committeemembers(ExCom) management tearmembers

Vi

S i

(MTM), and employees levellhe focus wasto sdect approximatelyan equal number of

interviewees for each position level but also presetansivelydifferent organization functions

poi nt oAlso,nTablebdspresentegersonswork experience in theompany. Wen
experience years indicate short it means less than fous géaork experience, fothemedium
it indicates four to eight yeaos work experience and for long indicates more than eight years

of work experienceOverdl interviews were executed itwo weeks and one interview took

on
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approximately one haulnterviews were also recordadich helped to ask certain questions

again for another interviewdsit also assisteaccuratdéranscription later on.

Table6.l nt er vi ewereyxXé6 i n compa

Position Organization function Experience years
employee product development medium
employee research short

employee research long

employee marketing medium
employee marketing medium
management team member product development medium
management team member research long
management team member marketing short
management team member sales medium
executive committee member (COO short

executive committee member (COO medium
executive committee member (CEO short

3.2 Status quoof companyX
3.2.1 Recent history

Company X has almost 80 yeafshistory as being pioneer food productsmianufactureand
hasbuilt many weltknown brands in Finlandnd international market®ver its longlasting
history company has gerthrough many changes which of coufs&ve been sometimes for
the necessity to adajb prevailingcircumstances bigometimes it habeen alsdor strategic
choices. For instanceless than ten yesago was planned to relieveganization structural s

and therefordechnological competereswere outsourceevhich on the other hand, late
company to benore supplier oriented in some way. Howetlee, last few years hawdhanged

the directioninvesting more in theicapabilities, technologiesand canpetences in orderof
beingmore agile andespondingmore accuratg to customer need#\s these were more or
less visible changes in public there has been also a lot of management chamgateimal
company To mention sucla purpose fora companywhich guide daily base workingvalue
basednanagementndmanagement choice st strategic targefer three years peried all

of this only within three years. For this reason, organizational culture and structures are in
transformation and it willake time untithecompany has its desired balance and is possible to

utilize fully its capability and potential. Undoubtedly, these changes reflantadany
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interviews therefore it is necessary to consider carefwtyat and how development idezen
be presented ilRoadmap 2022023. Following will beanalyzed andompared answers from
interviews which were conducted forexecutive committee members,management team

membersand employees.

3.2.2 Vision and srategy

ExComcreatedhecompany s p unrtheyear2018which representthhemission,why the
company exis and visorwhat kind of thingsare purposé to work in the future. Therefore

can be saiédspurpose embeds mission avidion,al | companyo6s acti viti
highest statement. Bad on th& 0 mp apurpaseExComcreates and plais strategic targets

for thenext three yearat atime asstrategic periodaNoteworthy is that every strategic period
shouldembedfor thec o mp apunpdsebut the pendingstrategic period could ndtanper

for the following strategic periods. Based on timerviews with ExCom their mutual
understandings that employees have assimilated theo mp a pugpdss andunderstood

current strategitargetswell.

When it comego strategidargets, employeed MTM feel that them ar@ot clear andhave
awide range of interpretatiormnong personn&ven after adjustmentgere dondoy ExCom
Moreover ExComhave notmadeclearlyvisible what are the strategic projectsttoeecompany
and how welthecompanyis performingoased on the strategic targéisclear strategic taegs
leadto confusion in project prioritizing and resource allocatM@M recognizethatExCond
meaning might have begust steeing thedirection for thepersonneln letting them findthe
path and execute strategy in given franM$M consider it as a goadthoughtbut personnel
are not ready yet for the salfientation which was not possibjet for some years ago when
thecompany was structured strictly to follow ruleqa®vious)ExComaligned.Based on tts
company culturgeit is yet too earlya maturity phasefor this kind of managerial practice
Moreover, as long as there are too many different interpretdoorstrategic targets the
company personnetannot workmutually whch in turn hindersachievingstrategic targets. It
is apt tonegatively affect to build umnovationculture which should represethie feeling of

togetherness, mutual gogdsd openness.

MTM and employees feehutually thatthec o mpany 6 s pwverr drectoe forthea s g

company which was eé&r missing. However, they feehat purpose is strong as how it
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representshe mission, but what it does not expresdsarlyis to give passionatend concrete
achievablefuture goas like the vision which drives employeesowardsconcrete targetsAs

few i nter vi dixecetise@Commdtgestowdenrake a decision where we want to be
best after fiveto tenyears or something . | mpor t amsalso rezdgnizediithe o n
literature as disussed earlien thisthesis The nterviewerunderstoodrom interviews thata
clearer picture fofuture achievable goalwould helpto work in two ways. Firstly, it could
clarify the strategic targets whicare now seenas ambiguousespeciallyamong MTM.
Secondlythe importance of visions recognized withpp e r s 0 n n e lwhoshave tp plani o0 n
future research projectstineirwork whereaclearer picture for the future would steer working

more purposefully.

The nterviewerconductedtwo main themedrom interviewswhich arediscused in the4
Roadmap 2022023 Firstly, more punctually communicated strategic targets for personnel
andsecondlydi f f er enti ate companyos purposnendi n t |

vision to resonate better for working mutuadlyd seKorientatedor the future.
3.2.3 Organizatioml culture andeéadership

The Iteraturerecognize two separate subcategorie$ dynamic innovation capability as
Organizatioral culture and climateand Leadership and decisiemaking procesbut asthey
haveavery close relationship and underpin strongly each other in practice those are discussed

together in this chapter as Organizasibrulture and leadership.

In aninterviewemployeeof ExComtold that some years ago innovation culture was dritied
the point where innovativeness was almost killedh@company. At that time it was not
allowedto make mistakes, or at least it was seen as a shame rathen tpgoortunity to learn
from them Pesonnel worked onlyor what was expected to fulfill their task rather theng
innovative andoringing ideas openly. Howeveduring recent yearsthere has beetime for
creating newpositiveinnovation culturdor the company whiclcame alongside a neGEO.
ExComfeel thatheco mp a n y 6 sourage, faunessnd drive are characteristitgmtguide

p e r s o way eflworleinginside thecompany buhow they expresthemselvesutside as
well. In literature personnel mutualalues are also recognizadpart of mental models which
cultivate innovation culture for the bett&xCom sedhat innovation culture is being more

open, supportiveand encouragingrhey also describthat their rolein build-up innovation
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culture isto facilitate innovation dicussiontrust andgive time to personnel to innovatdich

all are widely recognized in literatuire terms ofstrengthemg innovation culture

MTM and employeesecognizeand embrace widely that innovation culture has lo@a@noved

in recent yearsThey feelthat opennesand fairness expresgell current situationThey share
also the same opiniorthat ExCom listen to everyone equally and hierarchy levels are not
hindering to bring ideas fdExComfor evaluation However, whatvasraisedup fromMTM

and employeesnterviews was mutual that there is not anyone who is leading innovation
discussion anduiding what kind of innovatioare expected from personrisl ExComlevel.
Moreover theissuethatis linked tightly tothe latter oneis thatalthoud thereis aneasy way

to bring ideas in the air, no one was there to catch them. Inwthidg concrete actionare
missing whichmight soon affecinnovation activityif there is naesponsérom ExCom It can

be destructive asespecially employeesare very curiousabouttrial and error culture and
receptiveto even radical innovationat the momentlt calls that there is currently high hype
among innovations and expectasdor something to happewhat needs to be cultivatenore
and offer to persarelareavailable resources. As from interviewas seen that daily base work
routines take althe time and hindercreative thinkingwhich meanghereis no time left to
innovate Time (known also slack)s seen extremely important assehen expecting
innovation.Above mentioned thingare real concesifrom personnel aa literature support
theimportance ofheexecutive role as leading the discussion of innovatiortandrete actions
towards innovationdike giving enough resourcesime for innovatin, and money to test

hypotheses.

Obviously amending innovation cultureas/ery slow procesghat needs considered actions
from ExCombut alsathetime as nothing is happening overnight. However, as rasshdone
already to build a more positive innov#on culture there appeared interestingmmon
viewpointspartly fromMTM andpartly from employees interviews whighigood to elaborate

separately

Currently, there isa wide viewpointand focusthat innovation are merely productsin the
organization bt not so wellunderstoodvhat other innovation can be like process, marketing
or even business modéh addition, whilethe company hagvested morén R&D, mostly for

hiring new employees it is apt to increase pressure for R&D performance ameng



64

organization. This might bthereason whyn MTM and employee interviews ragaconcern
thatthe current way of working irthe organization is that functions are kinfiseparated and
inward when it comego innovation. It reflects thathereis not requied supportbetween
differentfunctions which isa fundamentally basic pillan the dynamicinnovationcapability
of an organizationthat experiences and competencies can be shared and utlizadch
innovation This conduct to the pointhat researcHunction is working alone for future
innovationwithoutany support from other functions which cotddinstanceshare their insight
of new trends and customieehavior or make other typef innovationas mentioned earlier
There is clearlya lack of vetical and horizontal communication abaamovation As vertical
communicatioraspecExComshould lead the discussion that different kind of innovations are
needed but also as horizontal communication to support different funatidngainvaluable

insight.

In the roadmap 2ZI1-2023, a more precise plan will be discussechow to increas&ross
functional communication about innovatipmvhat could bedoneto enable concrete action

towards innovationand how to make sure to have slack for innovation.

3.2.4 Collaboration andxernal links

External links and collaboration, known also as open innovateseerasvery crucial for the
companybased orall interviews All participants acknowledgtnat especially if looking for
disruptive innovation, open innation has & major role. Interestingly, how nt er vi e we
define open innovation variegastly which paty might explain that open innovation is not
well-rootedin the company formal discussioror instance, amongxCom recognizehat
personnel are dogna lot of open innovation with suppliers, research institated customers.

In addition they mentionedeciprocalreliability is a key success factor inollaboration.
Comparing these standpoints wiirM and employeess clearthat theér viewpointsdiffer

quite a lotfrom ExCondviewpoints Firstly, personnel feel that they are just working for the
minimum with external partnemghen itcomes to open innovation as there ispeomittedto

share goals and future plans which could leelpcretelyto innovatefor bothparties Basically,

external links are just for to acquire information outside@rocess Personnel feel thahe
companyods distrust for coll aboration is a r

Moreover, from interviews draapicture thathecompany focussand trussits own capability
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too much.Based on the literature review about open innovatigeems thathe company is

justutilizing its minimum of totabpen innovatiompotential.

Based on what discussed abopesonnel seatremendous chance of development fpeio
innovation. They highlightfor instancethatthe company should open \gnd communicate
freelyfor marketsassuchwhat arehec o mp any 6 s dandwhat arecongginggtojscts

It would increasthec o0 mp aimagé a&s being open for external opportunitied call for
collaboration for instance creg$schnologyareas but alsoinvite external partiesuch as
customergor idea generatiooontestPersonnel were interested in corporate versilike start
upds which neverthel ess astrategy tdbe successll. ExGomy st
admitthat corporate ventutis notthec o mpany 6 s ¢ workingeamd duent@iig noto f
going to happenin near future. In addition, they confess ttltarporate venture needse
internalcapabilityto find right startu p & order of reassuring that money is targeted towards
the right direction.

In the roadmap 2022023 is discussed how open innovation could be communicatéuein

organization anevhat would behenext step to utilize open innovation more efficiently.

3.2.5 Organizatioal structure

Organizatioml structureis a subcategorgf dynamicinnovation capabilityvhich shared more

or less mutual understanding for current situation by @hint e we e s 0 agreBthagthey o n e
company is not as agile as it should be and especially comfuaitsdsize. More precisely

almost everyone noted that as small size as the company is the size should be for its competitive
advantage comparedlargerc o mpani e s . On the other Hhhend, [

company might still not be very rigid either.

What makes the company rather rigid than agile however divided standpoint bEtsam

MTM and employees. For instané&Comsee thatompany s h i s t obtheyeasorsfor o n e
rigidity based on the old lmchc r i t which e $eeronce decidedndhave not been
guestiord recently to renew. WhereasMTM see that rigidity comesfrom hierarchical
organization chamvhich is divided for B2Band B2C units Wereinsome functionsinequally

serveone unitmore than another. It is apt to hinder synerthescould be utilized if organized
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differently. ExCom and MTM saw that company is too supplier deperidghich reflects
directly delays itheco mpany és i nnovation prThsismeoftend
reasos why thecompany has invested radically mamats own technology and competencies
to get rid of that rigiditythatcomesfrom excessive supplier dependenEmployeesseethat
roles and responsibilitiesre still unclear whichis one of thereasos for not beng so agile.
Another reasorwhich employees raiskwas thatthe company does not have enough risk
tolerancevhich means thathecompany plays excessively safe side almostlisituatiors. All

participants agre®n the fact that the company cact very agile when it desseThe

c

C

interviewerthinks thatthis happens in the situation whire company isn6 pani cfér mo d e

onereason or another. It implies that personnelwark very closelywith each otheand agile
when there imdemand to do s@he interestingjuestionis how these smoother processea in

Opanicb6 situati on cdaptd-daywbrkngadapted i nto

What comes for managing both incremental inniovaand dsruptive innovatiorliterature
suggestspino f f skunkworksto solvethedualism dilemma. Everyorsees thatspin-offsd
and skunkworks armteresting alternativeeand would be efficient. In the same bredtiey
added thathe difficulty is thatthe company is not largenoughand does nohaveexcessive
resourcesvhich would be possible to release &mtonomyunit or project Few also noted that
to establisranautonomous unitone would need thire more employeeshich would bethe

almog same cost as acquiriagstartup.

In the roadmap 2022023 is discussed hothhe company could act more agile and htve
company would test benefits ftiie autonomy project team wth emphasizelooking into

long-term rather thashorttermgoals

3.2.6 Individuals creativity

The Iterature recognizethat all individuals have creativityapacity for innovativeness and
ability for idea creationbut for someneit might be hidden. This was also well noticed in all
MTM and employe@terviews wherenanysdd that personnel angell heterogeneous and do
have a lot of innovation capabilit§oncern raised about utilizing untapped potential efficiently
Reasons why many noticednceris aboutuntapped and hidden innovation capability was that

many of personnelar e | ust oworkingd to get their

or

m
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additional interest to innovate and share ideas. Another reason was noted that personnel have

enough on their hands already which is not motivating to get more work as to innovate.

In interviews were also discussed if theage champions inthe organizationwho have
personality traits to bring and push nontraditional idg=fer the crowd Interestingly, few and
the same champions were recognized almost in all interviews but perhapsmated that
they addressednainly for R&D function. Therefore, champions would fascinatingto see
extensively to cover more functions in terms aWedsifying innovation discussion.
Undoubtedly, champions are the omd® leadinnovation discussionut it is not solely enough
as many interviewees emphadizeimportance of social relationshiptheinnovation process.
In literature it is seen strongly the same way. In fact, many employeeMaii figure out in
thediscussio thatthe company is notitilizing a sufficiently crossfunctional team in terms of
enriching innovation discuss andincreasingnnovativenessTheysee that either company
hasnot consideedthat aspect when formalizirmgoject team®r it is too new way of working
in the conpany. Whatever the reason itsis somethingvhich should behoughtabout more

thoroughly.

Overall, whatis seen to increase innovation activisythat there should be more discussion
about innovation, what kind of innovatiaxiss andto namesomeor who is leading the
innovation discussiornrhis is closely related to innovation cultundich is discussed earlier.
Moreover, personnel are looking for more teaching and praetices itcomes tannovation
especially for disruptive and radical innoweat They alsanotethataninnovation event once a

year is not the way to harness innovation activity rathare often andegularly.

In the vadmap 2022023 is discusseah how to motivate personnel to innovate and feste

crossfunctional teamso increase innovation capability the organization.

3.2.7 Front endof innovation

In literature egarding word fuzziness the front endis the implication of something which
may not have clear structure, process and whiwsa high set of management dealges. In
fact, it is quite accurale stated and comments from interviews pointed outttiefront end
i's uncl ear al mo sAs méntoned eatliér in Strategy and Vigow seetieaid
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ExCommakestrategy periods for three ysat a time. Approximately, aftethe first year of
the pending strategic period ExCoawake to inquire for research functiolo search the
opportunities that the current strategy targets would .meetther wordschosenstrategic
targets guided to opportunitgentificationand was in that way donas neededThus,the
researchfunction investigatedabout ten opportunitiewithin a few weekghat could fit for
current strateig targetsandhavea huge potential in the near future. THexComdecidedto
executea few opportunitiesas projects.Thereforeit is reasonable to say thahe company

currently desnothaveac ont i nuous #Afront e nhklderapulease as i

Due tothe continuoudront end phase isissingin thecompanyit is clear that personnelin

general cannot know whathefront end of innovation is and what expectations are towards it.
Also, the front end is partly confusing for ExCom wthlge front end management is so
important and necessary to implementhac o mp aimngvatisn process. Missinthe front

end phase itheinnovation procesmight bealsoa half-truth why personnel requires leading

for theinnovation discussion, process and that someone will take ciawgowhtionideas what
discussed inOrganization and lekership section. Moreover, ot countingnoncurrent
opportunity recognition which was led by ExCothe company is sort of lacking new
extraordinary innovation ideas (or opportunities) which was understood from many interviews.
Many callsin theinterviewsthatthec o mpany és f ocus for two bran
personnel mind ttnnovae. Athoughthec o mpany 6s purpose shoul d L
for steering radical innovatioithe nterviewer noticed also from interviews that theraleck

of understandingn where to find opportunitiesub also a tool to gather them in tbempany.

Based on the literature reviewtbie front end it calls that opportunity identificationtie root

for disruptive innovationAccordingto Zhang & Doll,( 2 0 Ombst prdjects do not fail in the

end, they fail at the beginning, stréengtheathe thought thathe front end phases the most
important part of the entire successful innovation process.

As drawing the current situation like tlasakes the questionof how this could be changed for
amore favorable directiorDue tothe early maturity phase of innovation culturecompany
X andthelack of front end phasé¢here isa calm development plan made i@madmap 2021
2023. Everything beginsvith ExCom recognizingthe importance of thdront end and
commiting to take itas apart ofthe innovationprocessAfter thenit is possibleto carefully

extendthe concept othefront end of innovation for personnel and practice what it requires to
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get startd. Thereafter, ExCom should determine what adjustments are requinedrtmt end

phaseo correspondo goalsthathave been set initially.
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4 ROADMAP 2021-2023

As discussed earlier theme intervesonsisedsubcategories of dynamimenovationcapability
but alsoprocess and management aspects ftomfront end of inmvation. From each
subcategorywas selected fewdevelopment targetsvhich were seen to hinder dynamic
innovation capability anthe front end maagementn the companyFollowing is discussed
year bythe year each subcategamyd which actions should be done to achiayerovements
on the status quo. In addition, thesea holistic themeeach yeawhich reflects what kind of
things areon purposeThe frst yearthe purpose is to enhance communicatitwesecondyear
bold actions are needed towards increase dynamic innovation capabilithedmdd yearthe
purposeis to takethe first step forthe self-orientated organizatiorfigure 17 presentsall

subcategories and themwaddopment actions by each year.

Inspire personnel and show place for show in visible strategic projects. Let personnel find the future
Involve MTM into strategic planning. disruptive innovation in strategic Create long-term vision over for by themselves by brightening

Set metrics to reach strategic targets. targets strategic period (2022-2024). vision —self-orientation

Vertical and horizontal ) .
communication of innovation — Create process and have time to discuss ‘Short-Term sacrifice for long- “Why not” said more freguently than

no one will survive alone. radical innovation in different channels. term gain”. Half year slack “why's.” Functions resurgence with
Remove “secret’ things from Make concrete actions for radical time period for employees. new assets as peer-to-peer support,
internal communication. innovation ideas as well. time and the vision for the future,

Internal open
innovation event.
Consider new
practices and realize
what capabilities

Choose a strategic partner (university,
supplier, research institute etc.) and
make open up project. Focus on to
acquire capabilities rather than new-
the world product.

Check-up and measure how new
culture to speak more openly (inside Brave move to finance
and outside) enables positive ‘surprises’ start-up.
from environment. Image lift-up.

required.
Depict pain points in
the processes which Facilitate skunkworks
hinder to be agile. Check-up, have the project. Utilize weak Wrap up, lessons learned
Accept maneuvers for, processes become signals for idea and share experience to
day-to-day work. smoother? selection. the organization

Teach, foster and

guide personnel to Reward innovate way and Facilitate cross-functional and
identify weak make it habit rather than creativity teams to innovate
signals. occasional thing. frealy.

Desire, assimilate and

commitment for Start the game for Cluster signals and present Comprehensive evaluation of
continuous front end of explering and collecting opportunities to ExCom. current front end phase
innovation weak signals. ’

Foresight team
meeting

Figure 17. The roadmap 20212023
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4.1 2021Communicate and plan

Vision and strategy

As was discusseeéarlierin the vision and strateggection,pendingstrategic targethavetoo
manyinterpretations among personneghich will affecta high probabilitythat personnel not
working towardsa mutual goal. Obviouslythe mutual goas should beultimately the highest
priority in thecompany stategy Interviewerunderstoodrom interviews thaMTM were a bit
offended that they were nuiitially involvedin the strategy targetdiscussiorwhentheywere
plannedwhich partly could result thstrategy targets being difficult to understaidso, one
part was thaExComwere sure that strategy targets are very clear and persisted not to make
any clarification to ifs it remais unclear foMTM . However ExComcould pay attention that
it is important to geMTM involved early on in the process whitne next strategic targets are
planned. What shoulde dondn theyear 2021 is to increas®mmunicatiorbetweerExCom
andMTM whichamendments have been recognimedhelast strategic perigdvhat was good
in strategyand make a plaon howthenextstrategic periods clear for allfrom the beginning

If there is stilla place for discussion ithe next strategi@eriodwhat could be done is to set
metrics to measure performance in different fieldhestrategy. It would make visible for all
functions where they are heading to and whattlaeg expectations. Moreover, it will malke
clearer picturef theexpectation&ExCom have fotheshortterm and longerm period.

Organizatioml culture and leadership

The nterviewerunderstoodrom inteniews thattheresearchunctionis sortof alone in terms

of innovation It reflectsin two ways. krstly, the organization expes more or less innovation
beinga product and secondly, functions do not see that their role is to help and provide valuable
insightfor research. More preciselyeinterviewer understood that research and marketing are
quite apart from each other which is surely hindering research capability to innavéte fo
future. Although research function is many times sparkifioovaton, they should not be left

alone to innovate in theompany It calls forExComto take a roldo lead innovation discuss

and challenge actively other functions to innovate as well. Education and practices should be
arranged regularly to diversify funotisunderstanding about innovatiand above all motivate

them. Look away for a moment from reseaacld at the same time make other functions aware

that innovatiorare everywhere and nestbmmunication and support. Vertical communication
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from top to bottom will diversify opportunities where horizontal communication cultigate

innovation culture and mutual way of working.

What also includes roadmap 202Ahs attemptingo influence positive innovation culture is

t o r elanonotallodéedt o s fpoenthdéindernal discussiarNot allowing to speak things
from colleague to colleague hinders feeling of togetherness and can affect confugien in
organization. For instancEpm interviews many pointed out thiqie strategic targets affect a
lot of interpretationsTherefore, forsomeondhe strategic targets represesising products
which the company manufactuseand for someone it is what ongoing investment will be able
to produce withira few years. As long as ongoing investment belongheanot allowed to

s p e eategory, people who are in the project are not able to share their theithhashers
who are not involved irthe project. This kind of culture is apt to affect interpretation among

personnel.

Collaboration and external links

In literature it is recognized tha& company can perceive substantial advantages by external
collaboration. Open innovation is seen for instance to shorten time to market and increase
innovativeness. Based on the interviews especMilyyl and employees thght that open
innovationis vital for thecompany but also th&xComhave nothoughtabout open innovation

as it is missing totally ithestrategic targets. Personnel rise many aspediew thecompany

could utilize open innovation suchas collaboratig with the academic world, arranging
innovaton contest, and funding startipsd A common aspect for all which is now hindering
collaboration is thathe company desnot rely enouglon others ands not willing to share
development projects and goals foarkets which would increasel@boration possibilities

for the company.The recommendation fothe year 2021 is therefore to arrange internal
eventin thecompany where personnel would be able to share development ideas amtisthoug
about open innation for ExCom It is wise to utilize personnel knowledgs how they
interpret open innovation and what wouldébgood way to approach ithe @en discussion

will for sure help to understand both sides as personnel what capabilities is needed te execut

some collaboration but also ftireexecutive committee to consider some reasonable thoughts.
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Organizatiorl structure

Based on the interviewall participantsseethatthe company isnot agile but not very rigid

either. For this reasothere is noany radical implementation ftheroadmap. Howevefrom
interviews came uptheme thathecompany also can act very agile when it desidsually,

this happens in the situation whigre company isnadé p a ni ¢ 6 onereadom orfarwther.
Therefor, what could be done itheyear 2021 is thahe company should depithe process
onhowthecompany workmore agile when is the demandtoddsot st i | | wi t hin
frames There can come out some observation for instance that some preassssallyin

dedsion making can be made shortarthe company can trust more some preliminary test

results of shelf life and therefore launch product faster to the market.

Individuals creativity and knoswow

Individualgcreativityis seen generallytagood level irthe interviews. Howeveas disruptive
innovation are less common than sustaining innovation there was reasoniatx@ on how
they form and howto invent one. In literaturet calls opportunity recognition which is
explained more presely in 2.4.2 Entrepreneurial approach foont end of innosation In
summaryopportunity recognition framework includes three main factors whicmsmection
between each other commitment in acéixploration for opportunitiesalertness to identifa
new solution for latent customer needs or untapped market poteuiiad experience and
knowledge of industry, market, or custom@ssenitz, 1996Baron, 2006). As there isterest
in disruptive nnovation inthe company, it is proposed that utilizing internal champions they
couldteach and guide personrel how they interpret changing trends, eveatsl market#n
the beginning Thereafter external innovation conssltspecialized forthe opporunity
recognition would be appreciated training personnel for example part of innovatiofheay.
authorbelieves that it would giva flying start for the mutual journetp recognize disruptive

opportunities fothe company.

Front end

Neverthelesshelack ofthefront end phase ithecompany does not mean it has alwbhgsn

missed Surprisingly, based on tleme management member interview, tlumt end process
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and its managemewasactuallyin pilot use intheyearsof 20142016. The eason why actity
weakered and terminated in the endan be said to originatg a timewhenthe organization
chartwasrenewed. At that time employees who were involvetth@front end activity shifted

work position or work which affected that there was not anymneontinue operation.
Moreover, can be said that other priorities came up at that time which hedattention than

to run continuoudront end phase. To be able to raike front end activity up again calls
ExComdesire, understandingndcommitmentowards it. Asamember of MTMstated inthe
interview fithe front end phase is ultimately dool for leaders to discuss recognized
opportunities which can steer the discussion when planning further strategic periods for a
companyo The interviewer agreesnthis and continues thatwhémeec o mpany 6s pur po
personnelto recognizingopportunities it will guide daders to know how personnel she
companyo6s f ut yanecustomer&hesis alsothe poiatnvidesyisioncanborn.
Moreover, when gathering opportunities it affectnternal discussion and opgponity
evaluation in theeompany which in turn unisgpersonnel together. It creates trust and belief
where everyone cdre part of buildingamutualfuture forthecompanyThereforethe obvious

move to activatahe front end discussion is that firstigxCom must identify demand to
recognize opportunitieexcessively antbr continuous proces#t calls also that someone in
ExCom is clearly in chargef front end activity.Secondlythere is required to communicate

for personnelvhat arepurposes anthrgets forfront endactivity. After that can be discussed

what kind ofstructuredorocess the front end will be for tbempany.

4.2 2022Time to showcourage

Vision and strategy

The year2021is time to increase communication betwdexComand MTM where all key
takeaways are nomamendedor the new strategic period 80222024 .Besidescommunication
of new strategic targets for personnilis essentialto state what kind ofnnovationthe
company is looking foto reinforce its competitive advantageé is good to remind wide
varieties of possibl@novationfor instancegroduct processandmarketingnnovation buglso
important to turn gazérom shortterm innovation tooutwardsfor radical and disruptive
innovation. It requires ambition ambold point of view fromExComto show personnel that

radicalinnovationhave a place on strategic targeamdarehere to stay. It calls to set the bar
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high for goals and targetghich toachieve It is something that employees also supported in
interviews which calls that employees are not afcdidetting ambitious goals and achieving

them.

Organizatioal culture and leadership

Many of the personnel commenteitiere are a lot of ideas in thé&,aut they lack concrete
actions towards implementing thess theyear 2021 is time to increase communicatibe,
year 2022 is time for concrete actions. How to dtaetyear 2022ascultivate organizatioal
culture is to make processand differentforums where radical innovaticare discussed. It
highlights utilizingdifferent channels where different kidf inventors have space to express
themselves. Someone is not afraid to throw ideas louignovation day where anothene

is shyerand wans to utilize sora digital tool for innovating. Theriportant issue is that there
IS not just personnel to discuss with each othealsatexecutive committee members to make
time for discussiomnd showingpresentation how different radical ideas havenlte&en into
account on the roadmagnd will be implementedMoreover, due tadhe nature of radical
innovation trial error culture is observed beingefficient. It emphasizeavailable funds tbe
shared for testing hypothese

Besides many personnetommented that there is not any concrete action towards ideas was
also stated that personnel have enough on their hands already and thdiméstoannovate.
The £cond half otheyear 2022 is proposed to facilitatslack period for personnétegading

on what is enough amount of slachould be discussed with personnel aedideby the
executive committee bwt good start would béo reserve twethree hours per week just for
innovating. Of course, it can affect controversy that if someone issimgg time for innovating
or if someone is so busy th#tey do not have opportunity tatilize innovation time and
otherwise other works need to be done divee. Things will not change overnight natther
need time. Theyrpose ido start makg a cuture for thecompany where innovation time is
respected from top to bottoamd where personnel céarn to schedule their work in the long
run. Proposed is to facilitate this kind of slack for personnel forahadar and after that gather

experiences ahdiscuss how it works and what kind of amendmargseeded.



76

Collaboration and external links

The year 2021 is the time to discussd share ideasn how the company would benefftom

open innovatiomnd take it into account for stratedjopefully, someopen innovatiothoughts

are consideredn the year 2021as the way thathey are possible to put in implementation.
Propose fothe year 2022 is carefully seléat) a strategic partner fathe company and kick

off some projectA selected strategipartner can bauniversity, supplieror research institute

etc. Very importaninatter is tdocus on how things progress when there is deep trust and desire
to make collaboration ware both parties will benefit. Theast important thing idhoweverto
acquire and learn capabilities framstrategic partner rather than focus sot@iynewthe-world
innovation. The lterature recognizethat this isa stumbling block for many successful

collaboratiors.

Organizatiorl structure

In theyear 2021 was pragsed to depicthe processon how the company has worked when it
has had high demand to do so. Observatitas increase more agilityare preferred to
implementinto processsin theyear 2021and checkupin theyear 20224f there has been any
positive @ negativempact ortheprocess. Itherehas beempositive effectthencan be revised
to depictthe process and find if something can be fixed likeheyear 2021. Vice versa, &
negative effect has been found then retorarigind processThis is apt to fostea trial and

error culturen thecompany

Individuals creativity and knowwow

As was mentioned earlier that some peopbde onereason or another are not motivated to
innovate. Of courset is not possible to make everyone motivatetildmmeoccasionateward
system would be beneficial. Reward systannotbe too serious and complex as innovating
should not be eithe€onsider intangible rewards suaspublic acknowledgmentall of fame,
dinners outetc.rather than tangible rewas financial). Remembethe rewardfor both, ideas

and implementation.
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Front end

The year 2022 starts wittheassumption that itheyear 2021 is discussé&enefits othefront

end phase entirely bthtefocus should be oapportunity identification. Athe purpose is that
opportunity identification isacknowledged as a toof strategicplanningand ha ExCom
commitment Moreover,a member of ExCom must l&e leader ofthe front end discussion

and name a o6foresight 6 tTkus mthaydan202fthdcdmpanye por t
will have a goodstart to gather opportunities for selecigeia tool.The aithor suggestthatthe

exising innovation idea tool can be dividadto a part where onlyo p por t uweakt i e s
signal® )are gatheredTherefae, it is clear for all personnel from the beginnitigat
opportunity recognition ia 6 p | ay g r o udeas whergudgmentisgndt allowed Again,

as wasmentioned earlieropportunitiesare abstract, latent consumer needs and/or growing
trends i.e. Weretherearenot concrete products yethe ramed foresight teawill inspire
personnel to be creative and observe changes in trends and markets which coalitoffer
business fothecompanyThe foresight team will also gather weak signals anclmcasional
meetings wher# is discussed if something remarkable weak signals have been found and need

to be presented for ExCom.

4.3 2023 Selorientated organization

Vision and strategy

Based on the understanding from intervieswshat personnel doat know clearly what
activities meethe strategic targets. Therefotiee second year ithe pendingstrategic period

is time to show iravisible way what are the strategic projects fbe company and how well

the company performs based on the strategigets To ease this wotkExCom can utilize
performance metrics to show which actions are performing aligned strategic targets and which
needs amendments. It cresltelief among the personrtélat projects have meaning in strategy
andif neededguide ativities backon track As this 5 concrete action to makiee shortterm

goal more visible there & needo makea passiona, cleayand achievable future state in the
coming years for theompanylIn other words, strategic targets are waypointvigon asthe
desireddirection for the compangf where it is heading. It will guide personnel to figure out

thecompany @esinteebt gvptcture, as fAwhen we are di
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to makeaconcrete vision there is no need to int&totally new thing as vision is derived from
amission statement whidime author believeis well presented ithe existing purposef the

company It calls to leavehemission as it isnthec o mp a n y 6 butsepanatghevisien

for an individual statemento showthec ompany6s desired athed chec
company wargto beafter some yeardt this point it is possible to utilize some promising
Oweak signal sd which have beeBydomgpsbthevisih f r on
inspires and unitiegersonnel foa mutual future pathlrust people and tehemwork together

as selforientated foma brighter and clearer future and remember to discuss with dimgrow

vision hasaffectedtheir workalreadyby the end of the yea023

Organizatioml culture and leadership

In 2023 organizatioa culture is expected to evolvet he directi on where
replace fAwhydso when t al dnotanyyfodExCombut péersorma v at i
on how they esteem and gespired for colleagui ideasln addition, innovation discussion
addressed to cover all functions in 2021 wasultin personnel innovating activelycross
functions. It will be shown for instance wddlalanced innovation portfolio with varieties of
innovations and other functions suppfant research activitiedn the year 2023 thecompany

feels a peerto-peerspirit amongthe organization andhere is aclear future goathat guides

passionaténnovationactivities.

Collaboration and external links

In theyear 2021thec ompany i s gradual | y theieemal\discasgiond s e c
which over time willimpacthow personnel communicatenore openly also with external
partnersAt the keginnirg of theyear 2023it is time to checkip andrecognize how more open
innovation culture bear fruit for different functions via improved collaboration relatiotise In
meantimethecompany is also more open how it communicates for markets which increase
interest and contacts from outside towatttsscompany.The and of the year 2023 isme to

observe ad decide ifsomestad p me et t hceteriato Stapicecorpoi@te venture.
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Organizatiorl structure

What comes fomanagingboth sustaininginnovation and disruptive innovation litenate
suggest spho f ftoss6lvethe dualism dilemma. Due tthe companynot beinglarge there
would be difficult to release faan autonomy unit as such. Howevérwould be advised to
consider inthe first half of the year 2023 to facilitate pilot skurkworks projectaround for
selected radical innovatioidea Even better if some athe gathered weak signals will be
selected and implemented in this projéhat makeshis for the pilot project isa purpose to
pick upthenecessary amount of peoglecssfou n ¢ t i o whih aretwerking §ull day for
cettain project half to one year. Thenhition goal for a project is to have some concept tested
for consumes and ready fothe NPD phase by utilizingfor instance alean startup model
which depicted ir2.4.2 Entrepreneurial approach foont end of innosation After the pilot
period completedexperiences will be gathered and shared actiesrganization. More
importantly,to maximize learnings crwial to set metrics and measure what have been learned
in the pilot project. Instead of using feedback loop and review data on past performance
should beunderstoodearly success factors like assessing which inputs drive the oatputs

discussed also iB.4.2Entrepreneurial approach timntend of innwvation

Individuals creativity and knowwaow

Although an organization needs creative and innovative individuals to innovaseratrely
enougtto fulfill thewhole innovation procesk fact,theliterature emphasiagheimportance

of social relationshipn the innovation procesddowever, many employees aMirM figure

out in the interviewsthat the company isnot utilizing sufficiently crossfunctional teans in
terms of increasing innovativeness and solve challethgee/ould need innovative solutions.
Theyseethat either company Baot considezdthat aspect when formalizimgyoject teamsr

it is too new way of working ithecompany. Thereforehe proposalor theyear2023 is more
actively build crosgunctional tearato solve challenges. For successful ciiosgctional teams

it is beneficialto bring together such technical skills, creative thinking, different functions to
create aholistic picture of how to bringn idea to implementation. It might be common that
whena challenge appearthefirst thing is often to stagolvingit inside the function instead
of makinga crossfunctional project team to solve it. For example, innovatiors @aga great

place forinnovatingnew ideas freely but there can be also discusdecdh challenges there
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laysandwhich needs to be solved in tbempany As people are usuglblready in innovative
mode thes&ind of innovation days there ke possibility to try which crossunctional teams
might work and whictdo not. Moreover, this would bgood practice for the pilot project to

runlaterin 2023 what depicted ithe organizatiomal structure.

Front end

Less thara year after starting to gather oppmities therewill be time to clustethemwith

the selectedoresight team and then present clustenegortunities folExCom As this isthe

pilot phase to stathe continuous activity of opportunity recognition and therefore relatively
new thing itis proposed to utilize external constdt clusteropportunities but alsassist
analyses of opportunitiasith ExCom Shortly, he role of @portunity aalysis is to translate
input from @portunityidentification into specific business and technologyoopmities to be
able to reduce market and technology uncertainty. All kioidassessments with existing
information are significant including utilizing external knowledge from groups and market

studies but scientific experiments as well.

The lenefits ofanalyzingopportunities are firstly, as discussed earbierbe able testeer the
discussion when planningirther strategic perioslfor a company Secondly from analyzed
opportunities might ares concrete potential opportunities which can be seenttinfp the

progress in front end phase calliei@ation. To be able to focus on disruptive and radical
innovation is proposed to use scale ambition and hunting zswsnplementary. As scale
ambition emphasizes that generatingusiness idea is not justproduct or process but merely

an entire business model. Whereas, hunting zone is kind of concrete guidance asdoassist
keep searching of new business idea on track and ensures for assessment of the attractivenes:
of the opportunity (market size, matkpenetration analysis, possible threats, etgcale

ambition and Hunting zones are discussed more precisely eatlerliterature.

Can be said that generating ideas for a company is not an issue but how to select and manage
the best ones to investis what mattes. In theliterature review is discussed two methdubst

are effective fothe managers othe front end team leaders to validate disruptive ideas in the
marketplace Lean Startup and Business Model Canvas. These methods not only assets t

decideon which idea to invesin but alsoto help formalize business concept due to close
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relationship with the customer andtheir feedback in order to continuously improving

prototypes.

During theyear 2023 is a momenalso when the front endactivity needs to be evaluated
comprehensivelyDiscuss and interview personnel from different functiembow actively led
front end phasbas affected to innovativeness, clarified innovatamd increased motivation.
By ExComtaking a gradually more visible ile for thefront end of innovationit will make
sure that there comes regularly innovation idteesjare evaluated and discussed properly and

perhaps the most importantly clarifies responsibilities which are missthg status quo.
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5 CONCLUSION

5.1 Answering the research questions

Thisthesisis aimingto develop dynamismnovation capability anthefront end of innovation
for company X.The am is to drawa holistic point of viewabout thecurrent state oflynamic
innovation capability and front enoh companyX. Based on the analgd results from
interviews a thregear development planvas createdor company X.Research results are
presented by answeritiige followingthree research quest®n

1. What isdynamicinnovation capability?
2. How to improvedynamicinnovation capability in company?

3. How to improvethefront end of disruptive innovation in company X?

Research question one is answdraded ottheliterature reviewThesecond and third research
questios areansweredased ortheliterature reviewand the empirical resultall the answers
to theresearch gestions are presentedTiable?.

Research questioh What isdynamicinnovation capability?

For theliterature review thefirst thing was to define innovation capability which however
turnedout to bedifficult. Some researchemere trying to draw a comprehensive picture of
innovation capability by utilizing institutional theory, cognitive theories, transaction cost
economicssociotechnical approaches, resodbesed viewand market orientation but ended
up without a holistic viewThe results revealed only fractions of a comprehensive view, and it
was concluded that due to the heterogeneity of assets between different esmpaaneric
framework of innovation capability cannot be obtainétbwever, in general, innovation
capability has been definedasapability to learn, transform, receive and apply new knowledge
in order to achievecompetitiveness. Unfortunatelyhis definition merely pursug small
improvementson products/servicesincethe competitive advantages being definedsolely

from an internal perspective. Thereforthe concept oflynamic innovation capability was
defined to explain howompaniessurvive whenexisting competencies become obsolete and

new skillshave to balevelogd Moreover it was observed thatynamic capability consistof
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subcategories which affettie ability of a companto create new products and processsd

to respondnto changingcircumstances ithe market.

Similar to the definition of innovation capability, also dynamic innovation capability is
challenging to define in a comprehensive wag the core in dynamic innovation capability is
aninimitable combination of resources whicut across all the functisin an organization,
andthe management capability thfose resourcegt,can be said that higher leself company
dynamic innovation capabilities consistiatiernal and externdhctors More precisely, internal
factors ae investigated and learned from unexplored knowlddgatedinside the company,
for example e mp | peeyicstysgétheregxperience and information (tacit knowledge).
External factorson the other hand;onsist of new knowledge that the compaay exjpore
outside thecompanyboundaries, foexample suppliers, customers, competitors, universities,

venture capitalandalliances.

Hence, it is reasonable say that both internal and external organizational learning is required

for newinnovationcapablity generation and it iawidely acknowledge perception. However,

the subcategories related to innovativersepresented differently in literature. One reason

may be that different innovation types requamdifferent set of attributes meaning thiaéte is
notaunitary set of attributes to affect all kimdf innovation. Therefore, innovation capability

can be seen as multifaceted phenomenon which includes different structures, internal and
external factorsetc. In this surveythe author decidé to choosethe following five
subcategories of dynamic innovation capability. Moreovters important to examinghe

factors within thesesubcategorieshat enable or disablé h e ¢ o mp a nnnavationr a d i

capability.

KOrganizational culture and cliate

A eadership and decisienaking processes

ACol l aboration and external Il i nks
A Or g a n | spusturés @md @ommunication

Alndividual c-howativity and know

Mental models in organizatiahculture have a major influen@ how employees interpret,

observe and perform ian organization. Mental models akery deepin an organization
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structure which contains values of organization, beliefs, mgtits normsin an organization,
mental models contribute to generating and assimilating knowledge \hihiorganization,
inspiring a strong desire to learn more, and encouraging for an innovative mlressars
havea huge effect ohow this kind of positive innovation culture is created. Individuals need
to feel themselves comfortable and supportethbprganization. Beside leaders shogithat
they value creativity and all kiiscbf business ideas, they need to supportherinnovation
creation process. Also, decentralized managemeahiorganizationhas been observed
increase radical innovativeas wha decisionmakingis spread across functignteams and
individuals. Althoughthere is a lot of innovation potential inside a compdahg company
shouldobserve the surroundingnvironment and harness external capabilities as Weé.
literatureemphasize strongly that companiethat do not exchange external knowledge are
most probablytosing their competitiveness the long run. Cooperation shortenthetime to
market and increas@nnovativeness. Organizational structure is alsosideredmportant but
challengingto manage botlior incremental and radical innovation. Where effectiveness on
routinebased process favors incremental innovation, disruptive innovation development
requiredlexibility. Although, all subcategories of dynamic inraion capability are important,
maybe the most cruciamong thems individual creativity and curiosity which are centi@l
innovation. All individuals havesome innatecapacity for innovation and ability for idea
creationi for some individua thiscapability might be hidden. The aim is therefore to teach

innovation skills to employees and release an intangible asset to be utilizedriganization.

Conclusionl. Dynamicinnovation capability explashow companiesurvive wherexisting
competenciebecome obsoletand new skikb areneeded to develdjirther. It is aninimitable

combination of resources which cut across all the funstioanorganization

Conclusion2. Dynamic innovation capability i&n ambiguousconceptwhich consist of
subcatgoriesthat can be eitha@nternalor externalto the companySubcategories afynamic
innovation capabilitythat affect the innovativenesof the organization areorganizational
culture and climateleadership and decisiemaking processegollaboration and external

links, organizational structures and communicati@mdindividual creativity and knoviow.
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Research questiah How to improvedynamicinnovation capability in company X?

In the literature revieviive subcategories of dynamic innovaticapability were recognized,
that affect the innovativenes®f the organization. These subcategonmsvided thebody for
the themeinterview which was selectess the methotb find out what ighe current statef
dynamic innovation capabilitin the or@nization However small changese requiredor
subcategoriedo be better applicable in practidgee. too closecorrespondencdetween
subcategories couldauseconfusion in interviews. For examplerganizatioral culture and
climate and leadership anddecisionmaking processvere embeddedn one theme as
organizatioral culture and leadershipThereatfterthe following themes were selectddr
interviews: organizatioral culture and leadership collaboration and external links

organizatioral structure andindividual creativity

Based on the interviews development targedse recognizetbr each subcategory. Thereafter,
development targets were divided fbe first year, second yeaand thirdyear development
plars. Due to the companlyaving recentlyhad major changes in its organizatadrstructure
and executive committee levéthe author needed to considire development plan carefully
not to maketoo radical proposalsvhile still developng innovation capability powerfully

forwardfor the organiation

The first year development plan was created to enhance communicatitm rmalechanges
thatcreateafundamentally solid base ftine more radical changes during #ezond and third

year. Thereforethe first year included improvement suggessisuch as openg inward

activity between function$o increasecrossfunctional activity, strengthenindpec o mpany 6 s
culture to rely on each other, increasing agility in processes, and increasing personnel awareness

of disruptive innovation.

The ®condyear development plan was to make bold actions towasasingdynamic
innovation capability inheorganization. It highlights leading by example and commitment by
the executive committee to take personnel with themafarutual journey where disrupt
innovationis possible. Thereforeghe second year included bold actions sadfacilitating
slack for personnel, selecting strategic external pastifes that possessleep trust, and

rewardingpersonnel for an innovative way of thinking to increasgivation
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Thethird year development plan whasedontheassumption thate development proposals
for the previous yearare executegduccessfullyandon time Thereforethe organization can
takethefirst steptowards amore selforientedway of woking and monitang how executed
improvements follow the forecasted direction. It means that-¢vossional support is presen
for all innovation activitiesthe organization astnaturallyin amore operway outside of the

company boundaries and dsite release skunkworks projedtom the organization.

Improving dynamic innovation capabiliipy an organizations a long procesghat requires
commitment frontheentire organizatiorg holistic point of viewand perseverance. Although
adevelopment ginfor dynamic innovation capability was made floenext three years it does
not mean that disruptive innovation will occur automatically after that. It highlightght@at
organization need® and should monitor how dynamic innovation capability depetver

time andmake adjustments continuousAhlso in theliterature it is emphasizethat dynamic
innovation capability callfor competence to translate and renew current knowledge into new

capabilities constantly. That is the biggest challenge ktheagame time the kdg success.

Conclusionl. Based on the interviews, development targ@teach subcateggiof dynamic
innovation capabilityare recognizedThereafter, development targete derived into a three
year development plan which follosv recognized characteristics of dynamic innovation

capability in literature.

Conclusion2. Assimilatethec o mpany 6s st atus quo and ExCorm
dynamic innovation capability improvement which enables composing a comprehensive and

consstent development plan

Research questia® How to improvethefront end of disruptive innovation in company X?

In the literature it is recognized thathe front end of innovation consists of opportunity
identification, opportunity analysis, idea geisesdea selectignand concept development.
Thereafteranapproved business case will be put forward in the NPD phaghkisAkesishas
its focus oma disruptive innovation point of vievgn approach that suits the selecteohipof

view needed to behosen.Therefore, entrepreneurship was selee@sdnapproach for this
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thesisas entrepreneurs always search for changes, respond to them and exploit them as
opportunities. Thereafter, all five elementstiie front end of innovation were elaborated by
keepingthe entrepreneurship point of view visible. In additidmwas noticed that disruptive
innovation needs much more iteration and reciprocal movement among activities than
incremental innovation irthe front end phase. Besigall the elementdeing examined
carefully inaliterature reviewijt was also considered how to man#gefront end efficiently.

From the literature it was recognized that management needs to be committedaantb
understandhe front end phaseomprehensivelyevaluateprogressioncontinuously, allocate
resources, have a strong vision and make sure that responsibilities are clear for all team
members. Aftetheliterature review was completed, two themetheffront end of innovation
wereselected fothemeinterviews.Thesghemes weré&ont end andvision and strategwhere
thelatter was separated from front end phase as an individual thieeason for this was to

point outtheimportance of vision in terms of opportunity identification which was highlighted

in theliterature.

Based on the interviews development targets for frotit endandvision and strategyere
recognized Thereafter, development targets were dividedHerfirst year, second yeaand
third year development plant was mportant tomaintainconsistency betwednont endand
vision and strategthemesand thesubcategories of dynamic innovation capability ay there
included into the samthreeyeardevelopment planAs mentionedefore the company has
recentlyhadmajor changes in its orgaatioral structure and executive committee le\@lie
to this reason thauthor needed to considére development plan carefully not to mata®
radical proposalsvhile still developng the organizatio® shnovation capability powerfully

forward.

The irst year development plan was to clarthye strategy targets for personnel whichd
previously been perceived as confusifipis wasconsidereccrucial as strategic targets are
waypoints of vision and will imply the desired directioh developmenfor the company.
Secondly, as concurrent front end phaséd notexistin the companythe author stated that
anobvious move to activate front end discussion is that firstly ExCom must idéradgmand
of recogniazng opportunities excessively and for ¢mmous process It calls also that

someone in ExCom is clearly in chamfehe front end activity.
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The cond year development plan was to shoveq@enel that radical innovatidmve place

on strategic targets and are here to stay. It calls to sbath@gh for goals and targets which

to achieve. Moreover, was proposed that the company starts to gather opportunities which are
not currently done. In order to gather opportunities was proposed to th#iexisting idea

tool.

The third year developent plan was to gather and cluster opportunities Withselected
foresight team and then present findings for ExCom. As thagesatively new thing for the
company it is proposed to utilize external consult to cluster opportunities but also asgsstsana
of opportunities with ExCom. Gathering opportunities will have three fogictions. Firstly,
them can be utilized to forthec o mp a n y &vbkich will giidepensonnel for desired future.
Secondly, them steer the discussion when planning furtfaegic periods for the company.
Thirdly, there might be recognized next disruptive innovation for the company which will be
put further into the front end phase which is discussed cleatlyeitheoretical parof this

thesis

As the company does noavethe concurrent front end of innovation and ExCom is not yet
committed to it there must be optimistic how much front end activity te@@ssible to develop

in thethreeyear development plafowever, to be able to improve the comparont end of
innovation, the fact is that main step is to assimilaédbenefits ofthe front end. By ExCom
gradually takerthe more visible role fothefront end of innovation, can be ensured that there
comes regularly innovation ideas, them are evaluated and sistpsoperly and perhaps most
importantly it clarifies responsibilities which are missingthe status quo. Thereaftethe

process can be elaborated and managerial practices improved to achieve efficiency in the front

end.

Conclusionl. Based on the terviews developmentargetsof front end phasare recognized
Thereafterdevelopmentargetsare derived into a thregeardevelopment plan which follows

recognized characteristics thie front end of disruptive innovation in literature.

Conclusion2. Assimilatethec o mpany 6s status quo and tkex Com
front end of innovation improvement which enaldesmposing @omprehensive and consistent

development plan
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Table 7. Answers for the research questions

Research quesins Answers for research questions
1. What is dynamic Conclusion 1. Dynamic innovation capability explains how
innovation capability? companies survive when existing competencies become obsolet

new skills are needed to develop further. It is an inimitable
combination of resources which cut across all the functions in an
organization.

Conclusion 2. Dynamic innovation capability is an ambiguous
concept which consist of subcategories that can be either interng
external to the company. Subcategories of dynamic innovation
capability that affect the innovativeness of the aizgtion are
organizational culture and climate, leadership and deemiking
processes, collaboration and external links, organizational struct
and communication, and individual creativity and kroow.

2. How to improve dgamic | Conclusion 1. Based on the interviews, depaient targets for each
innovation capability in subcategory of dynamic innovation capability are recognized.
company X? Thereafter, developmerdrgets are derived into a thrgear
development plan which follows recognized characteristics of
dynamic innovation capability in literature.

Cocl usion 2. Assimilate the ¢
of mind according to dynamic innovation capability improvement
which enables composing a comprehensive and consistent
development plan.

3. How to improve front en| Conclusion 1. Based on the interviews, developmenttgajdront
of disruptive innovation in |end phase are recognized. Thereafter, developuegets are derive
company X into a threeyear development plan which follows recognized

characteristics of the front end of disruptive innovation in literatu

Conclusion 2. As statusigloand &xConhstat
of mind according to the front end of innovation improvement wh
enables composing a comprehensive and consistent developme
plan.

5.2 Reliability and validity

In this thesis the empirical part was executed as a theme inggvviBased on the interviews
were derived conclusionswhich factors restrictdynamic innovation capability, anathich
factors restrictefficient front end of innovation in company X. Thereafter, three years
development plan was created in order to improwe&chic innovation capability and front end
of innovation inthe company.n orderto ewaluate how well was succeed in thesis can be

evaluated reliability and validityin practice reliability refers to the exterthatif the same
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answers can be gatieel however and whenever it is carried o8ince qualitative research
representsnterpretations from the results of interviews can be said that if interviews will be
repeated, hardihesame results can be gathered. However, cannot be said thatiteledoild

be poor but merely that results fluctuabecause interview situations changgsirsjrvi &
Hurme,2015)Validity of the survey means thattlie executed research methedaorrectly

chosen andt measurd the wanted factorsHjrsjarvi et al, 2009 p. 213) Moreover, validity

can be dividednto internal and external validity. Wheinternal validity referso how wellthe
researcher 6s undetosit mtnar migswee s ® rEwadryetads t a n
researched factors, and external validity means how well research results are suitable to move
another similar cas¢Eskola & Sioranta1996, p. 1661L67)

Internal validity ofthesiscan be considered relatively good as authors point of views in
conclusion part obey stronghothi nt er vi ewees 6 thought s, and
the literature. Howeverthe external validiy of the thesiscannotbe consideredo good.
Meaning that results are not able to meeasilyfor other similar cases. Theason for that is

due tothe heterogeneity of companies there prevails different resources, structures, processes,
cultures, etc, and therefore same results are not applicable as such to utilizethier
companiesNevertheless, themeisatwere used in interviews can be considered efficient and
valuable for some other companies if attempting to analyze and improve dynamic immovati

capability and front end process.

5.3 Future development

The thesispurposewasto provide three years development plan for the company which will
affect improvement on the statusogirhereforethenext interesting future development would

be to putthe development plan into implementation. It would be intengsto see how each
subcategoryill evolve over time. To be able to monitor improvement there should be some
metrics to measure how things develop and how well each development targets have been

achievedn comparisorio its goals

Secondly, as ththesisconcerned solely B2C organization in the company, there was left out
B2B organization. Due to it, there should be executed intesviewthe B2B side of the
company and observe which developirtargets will arise and how they differ from conducted
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B2C side otheorganization. Ashecompany is rather small, B2C and B2B are a bit intersected

but still some distinctiosicould be noticed.

Thirdly, it would be interestg to study if some othesubcategories would have been selected

for thethesisand how much it would have been affected the redulterms of how different
subcategories would be possible to integrate for in three years development plan and how
significantly they would affedhec o mpany és capability to inno
be interesting to find out whicis the bestsetof subcategories for company X iacrease

dynamic innovation capability. In addition, how much that perfect set of subcategories in the
companywoul d distinct from different company?o

industry and more excessively another comparanither industry.
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6 SUMMARY

Many executives have recognized innovatsa major concern in a compargyjsing from

the demand to differentiate and compatginstexperienced rivals im fastpaced world.
Moreover, companies have recognized that incremental innovation is not enough anymore, but
insteadhey need to find somethirtigatreally enhancetheircompetitive advantage thelong

term: disruptive innovation. However, duethe nature of disruptive innovatioihis not easy

to manage which calfsr theability to develop and reconfigure competi&sdna continuously
changing environment. This esch focused firstlyon improving disruptive innovation
capability which increasethe readiness to execute disruptive innovation in the company.
Secondlythe aim was to clarifythe front end of disruptive innovation and howshouldbe
managedo resut in clear business concepts for NPD development procés$ee.attempting

to meet these goalsthreeyeardevelopment plan for the compawgas created

The iterature widely acknowledgéehat subcategories of disruptive innovation are fadtaas
enale or disable innovativeness in a company. However, what the subcategetiestrelate

to organizational innovativeness,presented differently in literature. One reason may be that
different innovation types requir@ different set of attributes maing thata unitary set of
attributesthat affects all kinds of innovationdoes not existTherefore, innovation capability
can be seen asmulti-faceted phenomenon which includesth internal and external factors
but also different structures. In thigesis thesubcategoriethatincrease disruptive innovation

capability in the compamyere chosen to be analyzed

Thereafter,a literature review focused on examining fhent end of disruptive innovation
which is knownto bethe most important phase aninnovation processin entrepreneurial
approach was selected due to itiaigto create new resources or combining existing resources
in new ways which are required factors in disruptive innovation. Moreover, critical fators
how to managéhefront end phase successfulliere observeduchasclear vision, executives
commitment, hypothesis testing, risk managemantl using metrics to understand early

success factors.

In the empirical part of this thesike material was gatherdtirough thementerviews which

is aqualitativeresearchmethod.Themeinterview wasconsidereduitablefor this thesis due to
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thecomplexity oftheresearch subjectvhich requireddrawing acomprehensive picture tife
phenomenon and then miag a conclusioronit. Based on the interviewthe author found out
what is the current stat®f dynamic innovation capability and front end phasethe
organization but also what are the main development targets. Theretéstdevelopment
targets were moved into the roadmdpmah depicts how each subcategshould be developed
within three years order to improve dynamic innovation capability and front end phase in the
company. In addition, it was considered carefully that each subcpisgonlved parallel year

by year n a waythat ensures @omprehensive and coherent development plan for the company.
Taking into accounthec o mp any 6 s mé#efisstyear develpgmardoecentratedo
increase communication, whasthesecond year focuseuhleading by example kich results

in selforientation inthe organizatiorby the third yearRegardindo theresearch questionthe

authorconsideredhat good and comprehensive answers \wpesgided

Possible future developmeistto implementhe development plan in theompanyin practice
andto measure how much improvement will &ehievedn comparisorwith the current state
In addition, it would beinterestingto study which development targets arise fioe B2B
organization in company X, and whatthe best set adubcategoriefor increagng dynamic
innovation capability for the company. Moreoyerwould be interesting to know how much
the perfect set of subcategories in compahgiffers from theperfect set of subcategorites

other companiem the same indisy.






