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Abstract

Organisations can use innovation to exploit new opportunities and respond to threats. ‘Open innova-
tion’ is an approach that has been shown to help organisations in managing innovation, particularly
due to its emphasis on stakeholder collaboration. While the body of knowledge on the management
of open innovation has developed substantially in recent years, much of this has been driven by the
observation of practice in large, private sector, product-based organisations. Fewer studies have been
conducted on open innovation in service-based organisations, despite the fact that economic activity
in many nations is dominated by service design and delivery. In addition, much less research has
investigated whether open approaches to service innovation differ between private and public sector

organisations.

In this dissertation, a review of the literature and an exploratory review of practice demonstrate three
specific knowledge gaps. Firstly, there is a lack of a strong conceptualisation of what open innovation
means for service innovation and if and how this differs from open innovation for physical products.
Secondly, these reviews confirmed that the vast majority of research on innovation management fo-
cuses on private sector organisations, as is also apparent in the literature on open innovation. This is
a significant point to emphasise as approaches designed for the management of innovation in the
private sector cannot be assumed to be transferable to the public sector given the fundamentally dif-
ferent nature of these two types of organisations. Thirdly, exploratory interviews with managers in
large service-focused organisations in the private and public sectors identified a strong interest in
open service innovation but also revealed that they found the design of processes for developing and

implementing open innovation for new services extremely challenging.

To address these gaps, this study implemented a three-step methodology. First, the literature was
drawn upon to develop an initial framework for conceptualising open service innovation. This frame-
work was then used to structure the analysis of data captured from three in-depth, longitudinal qual-

itative case studies of the development and use of open service innovation processes in one private
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and two public sector organisations. Finally, the open service innovation framework was modified to
reflect additional issues emerging from the case studies, which were in turn linked back to the relevant

literature.

This exploratory research provides insights that both build upon and, in some cases, contradict current
literature on open service innovation. Specifically, the research reveals that openness in organisa-
tional culture is a particularly fundamental issue underpinning open service innovation process de-
sign. However, the results also show that co-creation does not seem to be such a dominating concept
in open service innovation as previously suggested by service innovation literature, and a systematic
and transparent process is a key enabler in open service innovation in the organisations analysed for

this research.

This study makes two main contributions. Firstly, it delivers an open service innovation framework
that identifies the key elements and interdependencies for implementing open service innovation.
Since the framework is an initial conceptualisation of open service innovation, it provides a platform
for further research and may support practitioners in structuring the design of their open service in-
novation processes. Secondly, the cases reveal many commonalities between the approaches to design
and use of open service innovation processes in the public and private sector organisations, but also
specific features of open service innovation management in the public sector that warrant further

investigation.
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Chapter 1 - Introduction

1 Introduction

1.1 Research context

This study explores the management of open innovation in services in the context of private and
public sector organisations. The open innovation approach combines internal and external knowledge
from diverse stakeholders to deliver innovation (Chesbrough, 2003). Service innovation tends to
mainly focus on collaboration with customers (Feller et al., 2011; Mina et al., 2014; Edvardsson et
al., 2018). When organisations involve a wider group of stakeholders in the service innovation pro-
cess beyond customers, a variety of opportunities arise for both the customers and organisations in-
volved (Hakanen & Jaakkola, 2012; Maciulien¢ and Skarzauskiené¢, 2016). Thus, an open approach

to service innovation offers potential benefits.

However, there is little research on the extent of the use of open approaches to innovation from the
service perspective (Randhawa et al., 2018; West & Bogers, 2017) because research on open innova-
tion tends to focus on product-based innovation (Battisti et al., 2015; West & Bogers, 2017). Hence,
there is a lack of research on if and how service differs from physical products of open innovation.
Several scholars acknowledge that open innovation can enhance service innovation (e.g. Randhawa
et al., 2018; Virlée et al., 2015; West & Bogers, 2017). Improving our understanding of service inno-
vation is also particularly important as services constitute a significant percentage of employment and
income for organisations in the most developed economies (Battisti et al., 2015), where typically
around 70% of GDP is derived from service-based activities (Gallouj & Djellal, 2010; The World
Bank, 2019). The successful development and delivery of innovation in services (Berry et al., 2006)
has the potential to make substantial contributions to the wealth of major economies (Battisti et al.,

2015; Foroughi et al., 2015).

Open innovation research has tended to focus on the analysis of large private sector organisations
(Chesbrough, 2017) and there is less awareness of open innovation processes used in public sector
organisations (Feller et al., 2011; Kankanhalli et al., 2017). Despite this, some public sector organi-

sations are using open innovation approaches (Lee et al., 2012; Mergel, 2015; Tate et al., 2018), for
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instance, to design and deliver services' (Moore & Hartley, 2008), since public organisations aim to
be responsive to the needs of citizens and contribute to the welfare of individual people (Moore &
Hartley, 2008). In contrast, in the private sector, the main purpose of innovation is usually to increase
competitiveness and financial benefit (Albury, 2005; Cankar & Petkovsek, 2013). As the aims of
innovation in the private and public sectors differ, it cannot be assumed that approaches to managing
innovation in the private sector are necessarily readily transferable to the public sector (Al-Mansour,
2021), since the characteristics of different types of organisations influence innovation management

(Fagerberg et al., 2005).

In summary, the current literature indicates that there is a lack of research on the management of open
service innovation, and conceptualisation is missing. Furthermore, there is an almost complete ab-
sence of research on whether open service innovation differs in private and public sector organisa-
tions. In addition, exploratory interviews with managers in large private and public sector organisa-
tions who have attempted to develop open service innovation processes show that they have found it
complex and challenging. Therefore, the intention of this study is to address the following main re-

search question:
How is open service innovation managed in large private and public sector organisations?

To understand the key features and enablers affecting the development of open service innovation,
and to overcome challenges in practice, the following sub-questions provide additional perspectives

for this study, within the specific context of the main research question:
Sub-question 1: How are open service innovation processes developed?
Sub-question 2: What are the enablers for open service innovation?

To answer these research questions the research approach focuses particularly on gaining an in-depth
understanding of the managers’ perspectives of operational details of designing and implementing
open approaches to service innovation. The research involves accessing the views of people from

different teams, different disciplines and roles, and explores their individual and role-specific

!'In the public sector, products can also be platforms for services or mechanisms for service offerings (Edvardsson et al.,
2005) such as healthcare (e.g. vaccines), so innovation in the public sector can be related to both services and products

(Tiganasu et al., 2019).
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behaviours. This research investigates the organisational aspects of internal processes in supporting
open service innovation. Throughout the research, any differences between the approaches used in
private and public sector service organisations in open service innovation are actively sought out and

reflected upon.

1.2 Research approach

Exploratory interviews conducted at the start of this research project with managers identified that
they had a strong interest in open service innovation development. However, these interviews also
showed that managers found it a complex and challenging process throughout. A review of the liter-
ature in Chapter 2 reveals little in the way of theory to support the understanding of these complexities
and challenges. Therefore, an abductive approach, which is exploratory and alternates between theory
and empirical data in arriving the conclusions, was chosen for this research as it proved helpful in

navigating this multifaceted and under-researched context (Dubois & Gadde, 2002).

This research used multiple, in-depth, longitudinal case studies as the main research method (Yin,
2009), particularly because case study evidence can be drawn from diverse sources (Yin, 2009) and
multiple cases can provide a range of empirical evidence for theory-building (Eisenhardt, 1989b).
Theory-building research typically combines multiple data collection methods (Eisenhardt, 1989a).
In this research, triangulated data collection was adopted to counter any potential bias that might have
emanated from a single data source (Denzin, 1989) and to develop a holistic picture of open service
innovation development. Therefore, this study’s three main data sources were interviews, observa-
tions and documentation. Furthermore, a longitudinal real-time research frame (two years of data
collection) was chosen, because a longitudinal study provided a detailed view of observed patterns

and their evolution over time (Leonard-Barton, 1990).
The research included the following stages:

Stage 1: Development of an initial open service innovation framework based on the literature, devel-
opment of a research collection protocol and selection of cases according to this study’s needs. Three
well-established, large service-focused organisations were chosen from Finland: The Finnish Tax
Administration, Keva (the administrators of public sector employees’ pensions), and K-Group (a pri-

vate sector trading company).
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Stage 2: Preparation, collection and analysis of data, and preparation individual case reports. The
initial framework was used to structure the analysis of data captured from the three in-depth, longi-

tudinal qualitative case studies on the development and use of open service innovation processes.

Stage 3: Cross-case analysis and introduction of a revised framework based on the rich case study
results, linked back to the literature, providing a conceptualisation of open service innovation in large

private and public sector organisations.

1.3 Thesis structure

This thesis is divided into five chapters and appendices, as illustrated in Figure 1. Chapter 1 introduces
the study in terms of context, approach and structure. Chapter 2 reviews the relevant literature. The
first part of this chapter introduces the concept of innovation. The second part of the chapter ap-
proaches the topic from an open innovation perspective. The third part of the chapter concentrates on
service innovation. The fourth part of the literature focuses on innovation management in private and
public sector organisations. The literature review ends by drawing these four strands together, defin-
ing the research gap and proposing an initial conceptual framework. Chapter 3 outlines the research
methodology, discussing the philosophical background and the research approach. Chapter 4 presents
the findings from the three in-depth case studies in terms of how open service innovation processes
develop in large private and public sector organisations. This chapter also provides cross-case con-
clusions from the findings and modifications to the conceptual framework based on the results. Fi-
nally, Chapter 5 concludes the thesis by presenting the implications for theory and practice. The lim-
itations of the current study are acknowledged as well as the potential avenues for future research.

Appendices provide supporting material concerning research methodology.
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Introduction Provides an overview of the thesis with context, Chapter 1
approach and structure.

Literature Introduces key literature and based on the literature develops Chanter 2
review the initial conceptual framework. P
Innovation
Open innovation
Service innovation
Innovation management in the private and public sector

Concludes by defining the literature gap and identifying the initial conceptual framework

Research Outlines the research methodology, which addresses the Chanter 3

methodology research question in light of the initial conceptual framework. apter
Case studies {’resgnls the data collected from case study organisations Chapter 4
in Finland.
K Group
Keva
Tax Administration
Concludes by cross-case analyses to build the revised framework
Discussion and Summarises the findings, discusses the implications for
. ) . . — Chapter 5
conclusion theory and practice, limitations, options for future research.
Appendices Provides supporting material for Chapters 3 and 4.

Figure 1 Thesis structure.
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2 Literature review

The purpose of this chapter is to position the research topic within current knowledge, to provide a
theoretical foundation for this thesis, and to identify the key elements of a conceptual framework for
addressing the research question. Therefore, this chapter reviews the relevant literature on innovation
in the context of this study and investigates the theory of innovation as it relates to open innovation,
services and organisations. It defines the nature of open innovation in relation to stakeholder collab-
oration and services, as well as explores service innovation and the role of customer centricity and
customer collaboration. The nature of co-creation, service-dominant logic and service design are in-
vestigated to provide a deeper understanding of the service innovation concept. This chapter also
describes innovation management in the private and public sector organisations and considers how
the management of innovation is influenced by the geographical location within which innovation
takes place. Finally, this chapter clarifies the research gap and draws together concepts from the lit-

erature to develop an initial framework for addressing the research question.

2.1 Innovation

Innovation is important for economic growth, competitiveness, productivity and quality of life
(Fagerberg et al., 2005; Moreira et al., 2020). It enables organisations to keep up with social changes
(Fagerberg et al., 2005), to secure and sustain a competitive advantage (Porter, 1980), to exploit the
opportunities offered by technology and to respond to customer demands (Baregheh et al., 2009). The
changing nature of society requires constant development within which innovation can represent the
core process of renewal (Cooper, 1998; Teece, 1999). Environmental pressure from outside an or-
ganisation requires innovation that is in harmony with an organisation’s strategic goals (Bossink,

2004; Goffin & Mitchell, 2017).

The importance of innovation was well-known when Schumpeter (1934) explained that economic
development is driven by innovation and that organisations need to innovate to renew their value
(Porter, 1980). Today, innovation is referred to as increasing the competitiveness of organisations,
contributing to sustainable economic growth, creating job opportunities and improving the quality of
life (Eurostat, 2021). Innovation has reached a high level of priority on the strategic agenda of organ-
isations of all sizes, sectors and locations (Tiganasu et al., 2019). Overall, innovation can be seen as
an organisational phenomenon that plays a significant role in economics and in the development of

society (Fagerberg et al., 2005).
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2.1.1 Defining the nature of innovation

There is no universally accepted definition of innovation. However, most scholars agree that innova-
tion involves the generation and realisation of novel ideas (Bessant & Tidd, 2020; Hartley, 2005;
Thompson, 1965). It involves a process of learning through experiments or improved understanding
(Fagerberg et al., 2005). It is an uncertain process (Govindarajan & Trimble, 2010), involving change
(Damanpour, 1991) and can involve different types of changes, such as those related to strategy,
organisational resources, requirements or capabilities (Baregheh et al., 2009). Therefore, innovation
is of interest to researchers and organisations from a multidisciplinary perspective (Baregheh et al.,

2009).

There are multiple perspectives on innovation. Schumpeter (1934) highlights the role of innovation
from the perspective of economics, and his work provides a common foundational reference point for
numerous innovation researchers from different research disciplines (e.g. Barras, 1986; Cohen &
Levinthal, 1990; Gassmann et al., 2010; Pisano & Teece, 2007; van de Vrande et al., 2009; Mention,
2011; Edvardsson et al., 2013). In the field of business management, building on one aspect of Schum-
peter’s work on ‘creative destruction’ (Schumpeter, 1934), Drucker (2002) cites entrepreneurship as
being a specific function of innovation. Berthon et al. (2004) describe the marketing aspect of inno-
vation, with customers as the main focus. The business model concept also has been addressed from
the innovation perspective (Zott et al., 2011). Damanpour (1996) discusses the business management
perspective in organisations, and Thompson (1965) relates the organisational aspects of innovation.
Innovation is therefore perceived in many areas, which all approach the subject from slightly different
perspectives. Thus, it is challenging for literature to offer a commonly held definition. Furthermore,
organisations may implement various types of innovations as their performance is connected to the

adoption of different types of innovation (Damanpour & Evan, 1984).

Innovation can be defined as the adoption of an idea or behaviour, relating, for instance, to an admin-
istrative or technical system, a process, a product, or a service that is new to the adopting organisation
(Damanpour et al., 1989). However, it should be noted that innovation is not a synonym for invention;
invention exists when creating a new idea for the first time while an innovation can be an improve-
ment or significant contribution to an existing idea or something that has already been invented
(Schumpeter, 1976). Innovation can be radical or, by contrast, it can involve small-scale, incremental
changes (Hartley, 2005). For the purpose of this research, we use Thompson's (1965, 2) definition,
explaining that ‘innovation is the generation and implementation of new ideas, processes, products

or services’. The key point is that this definition clearly states that innovation is not only an idea but
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also needs to be implemented; invention needs to be put into practice (Fagerberg et al., 2005).
Thompson's offers a definition that represents well the organisational perspective on innovation and
can be adapted to various types of innovation. Overall, the common element across all definitions of

innovation is that it is a new idea that is being put into practice.

The distinction between different types of innovation is necessary to gain meaningful insights into
what drives and impedes innovation and how organisations may best use innovation (Buchheim et
al., 2020). Scholars have suggested categorising innovation into different types (Osborne & Brown,
2011). This study focuses on two types of innovation: open innovation and service innovation. There-

fore, these concepts are introduced in the following section.

2.2 Open innovation

The concept of open innovation was first introduced by Chesbrough (2003). However, prior to
Chesbrough (2003), other scholars also identified the importance of openness in enhancing innova-
tion and approached it from different angles. Utterback (1971) focused on technical innovation and
found that implementing technical innovation calls for a flow of information between a firm and its
environment. In contrast, von Hippel (1976) introduced the concept of user innovation by identifying
users as innovation creators to draw attention to the importance of using external knowledge sources
in successful organisations. Later, von Hippel (1986) introduced the concept of ‘lead users’ who are
key users familiar with conditions which lie in the future for most others; they can serve as a need-
forecasting laboratory for marketing research. In addition, Teece (1986) mentioned that external fac-
tors could influence an organisation’s ability to profit from innovations. Cohen and Levinthal (1990)
introduced the notion of absorptive capacity, which allows organisations to identify, absorb and use

external knowledge.

Today, the concept of open innovation has been adopted widely in various organisations
(Giannopoulou et al., 2010; Huizingh, 2011). However, the open innovation literature has primarily
been developed through analysis of large private sector organisations, though a small but growing
number of studies have focused on SMEs (Ahn et al., 2015; Brunswicker & Vanhaverbeke, 2015;
van de Vrande et al., 2009). The research on open innovation in the public sector is even more limited
(Feller et al., 2011; Kankanhalli et al., 2017; Mu & Wang, 2020; Ooms & Piepenbrink, 2021;
Pedersen, 2020; Randhawa et al., 2019). Despite this, the public sector has also started to use the open

innovation approach (Heimstddt & Reischauer, 2019), attempting to exploit the extensive knowledge
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of citizens for the development of innovations in services (Loukis et al., 2017). Mu and Wang (2020,
10) explain that open innovation is ‘as an important strategy for public service improvement, public
value creation, and public policymaking’. The public sector in open innovation is also referred to in
a few studies under the concept of ‘open social innovation” whose focus is to develop new ways to
address social problems (Chalmers, 2013; Chesbrough & Minin, 2014; Randhawa et al., 2019).
Chesbrough defines open social innovation as ‘the application of either inbound or outbound open
innovation strategies, along with innovations in the associated business of the organisation, to social
challenges’ (Chesbrough & Minin, 2014, 170). Despite the limited studies focusing on open innova-
tion in the public sector, several scholars agree that the public sector is playing an important and
growing role in open innovation (Cankar & Petkovsek, 2013; Lee et al., 2012; Mergel, 2015; Pedersen,
2020; Tate et al., 2018; Venturini & Verbano, 2017) and in using open innovation to pursue innova-

tion in society (Pedersen, 2020).

It is important to note that the public sector differs from the private sector in various ways (see Sec-
tions 2.4.1-2.4.2). Therefore, it cannot be taken for granted that the open innovation approaches are
transferable from the private sector to the public sector (Cankar & Petkovsek, 2013; Venturini &

Verbano, 2017).

Having provided the background context for open innovation in this section, the following section
defines open innovation in more depth, honing in on stakeholder collaboration and open innovation

1n services in line with the research focus.

2.2.1 Defining the nature of open innovation

The basic premise of open innovation is the opening up of the innovation process (Huizingh, 2011).
Chesbrough’s definition of open innovation is the most common in the literature, and it is the defini-
tion used in this study: ‘the use of purposive inflows and outflows of knowledge to accelerate internal
innovation and expand the market for external use of innovation’ (Chesbrough, 2003, 1).
Chesbrough’s definition highlight that valuable ideas emerge and can be commercialised from inside
or outside an organisation. Thompson's (1965) previously mentioned innovation definition (page 19)
offers a wider explanation, but the open innovation definition offers a more precise definition for the

purposes of this study’s focus.

In contrast to open innovation, closed innovation implies that successful innovation requires control

(Chesbrough, 2003). In the closed approach, organisations control the creation and management of
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ideas. Closed paradigms often lead to the ‘not invented here’ syndrome: everything coming from
outside is suspicious and not reliable (Chesbrough, 2003). However, researchers note that organisa-
tions need to find the right balance between an open and a closed approach (Dahlander & Gann, 2010),
as open innovation activities can vary in their degrees of openness between different stages of a pro-
ject, or between different projects (Huizingh, 2011). Since success in innovation is based not only on
openness of innovation but also on an organisation’s comprehensive understanding of closed and
open innovation activities (Enkel et al., 2009), excessive openness can negatively impact long-term
innovation success and lead to loss of control over core competencies (Enkel et al., 2009). The out-
come of the innovation process is either proprietary (closed) or available to others (open)...or both
the innovation process and the outcome are open’ (Huizingh, 2011, 31). Marques (2014) explains
that, depending on the strategy of an organisation, innovation can be closed or open, or semi-closed
or semi-open because such a separation between open or closed innovation does not allow something

to be partly right and wrong at the same time.

To utilise open innovation successfully organisations’ business models should be at least partly reor-
ganised (Saebi & Foss, 2015) and opened to actively search for and exploit outside ideas, allowing,
for instance, unused internal technologies to flow to the outside, where other organisations can utilise
their latent economic potential (Chesbrough, 2007). A business model can be defined as the content
and structure of connections inside an organisation and between its external partners in support of the
organisations’ value creation and value capture (Zott & Amit, 2008, 2010). In short, the business
model describes two important functions: value creation and capture (Gay, 2014). Laczko et al. (2019,
214) explain that “capturing value is more difficult than its creation”. Open innovation literature
typically focuses on value creation (Chesbrough et al., 2018) where open-innovation activities must
create value to sustain their purpose (Chesbrough and Appleyard, 2007). The open innovation ap-
proach enables organisations to create value by leveraging many more ideas because they include a
diversity of external concepts and ideas. The open innovation approach also allows greater value
capture by utilising, resources or positions not only inside organisations but also in other organisa-

tions (Chesbrough, 2007).

In open innovation, there are three core processes: outside-in process, inside-out process and coupled
process (Enkel et al., 2009). Chesbrough, (2003) originally identified two separate processes but or-
ganisations also engage in collaborations that combine these inbound and outbound flows in a coupled
mode of open innovation (Enkel et al., 2009). Each of these processes can be more or less open. In

the outside-in process, the aim is to enhance an organisation’s knowledge base by sourcing external
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knowledge, thereby introducing an external viewpoint (Enkel et al., 2009). The inside-out open inno-
vation process refers to making profits by bringing ideas to the market, selling IP and increasing
technology by transferring ideas outside of the organisation, thereby enabling other organisations to
exploit unused innovations (Chesbrough & Bogers, 2014). The coupled process combines the out-
side-in and inside-out processes by working in tandem with complementary partners, whereby give-
and-take is central to success (Gassmann & Enkel, 2004). This research focuses on the outside-in
process by researching how private and public organisations processes are developed internally when
working with internal and external stakeholders. In these open innovation processes, several stake-

holder interactions are crucial for the organisation (Gronlund et al., 2010).

2.2.2 Stakeholder collaboration in open innovation

Stakeholder collaboration in open innovation can be defined as interactions among individuals or
organisations affected and impacted by their collaboration on innovations (Grama-Vigouroux et al.,
2020). Organisations engage with stakeholders to reach across boundaries to access necessary infor-
mation (Gould, 2012) and to benefit from the knowledge of external and internal partners
(Chesbrough & Crowther, 2006; Gassmann et al., 2010). Open innovation is collaborative in nature,
having a positive impact on value creation and value capture for the organisation and its stakeholders

(Grama-Vigouroux et al., 2020).

Stakeholder collaboration can be internal or external (Grama-Vigouroux et al., 2020). The role of
external sources of knowledge from internal or external stakeholders is highlighted in the literature
on open innovation (Chesbrough, 2003). Internal stakeholders are those that manage internal organi-
sational functions such as marketing, HR, IT, legal and finance. The term internal stakeholders can
refer to an organisation’s personnel in different business units, teams or labs. External stakeholders
could be universities, consultants, competitors, R&D partners, start-ups or customers, whereby exter-
nal knowledge flows into the organisation (Huizingh, 2011). External stakeholders can provide or-
ganisations with access to a wide range of resources different from those available within the organ-
isation, including information, insights and ideas (Iglesias et al., 2013; Markovic & Bagherzadeh,
2018). The ability to manage collaborations between internal and external stakeholders represents a

key resource in innovation value creation (Austin & Seitanidi, 2012).

Laursen and Salter (2006) state that searching widely and deeply across several stakeholders can

provide ideas and resources to harvest and exploit innovation opportunities. However, the
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involvement of stakeholders might require a modification to the structure and processes of an organ-
isation, thereby allowing innovation to move easily from the external environment into the organisa-
tion innovation process (Chiaroni et al., 2011). Therefore, in the following section enablers in organ-

isations relating to stakeholder collaboration are discussed.

Enablers in open innovation stakeholder collaboration

Several types of enablers in open innovation stakeholder collaboration have been identified in various
kinds of organisations to enable successful outcomes. One of the enablers in the literature is openness
and organisational culture. An organisation’s culture can be defined as ‘the collective programming
of the mind which distinguishes the members of one organisation from another’ (Hofstede et al., 2010,
6). It is a characteristic of the organisation and not of the individuals within it. An organisation’s
culture is defined by the verbal and non-verbal behaviour of individuals within the organisation
(Hofstede, 1998). The definition, ‘openness’ includes the organisations' ‘openness towards employ-
ees' attitudes about innovation, frequently expressed as innovation culture and the institutional open-

ness towards external relationships and partnerships’ (Kratzer et al., 2017, 129).

The culture of an organisation plays a role in the implementation of open innovation and the encour-
agement and facilitation of stakeholder collaboration (Dodgson et al., 2006; Heimstadt & Reischauer,
2019; Kratzer et al., 2017; Mortara & Minshall, 2011; Nagshbandi et al., 2015; van der Meer, 2007;
West & Bogers, 2014). Indeed, openness in organisational culture is an enabler in striving for open
innovation (Kratzer et al., 2017) by expanding knowledge (Formica & Curley, 2018). Cultural
changes are often needed to successfully utilise innovation from external knowledge sources (West
& Bogers, 2014). Aquilani et al. (2017) found that insufficient openness in organisational culture or
aversion to risk-taking can inhibit successful open innovation. Gassmann et al., (2010, 214) explained
that ‘creating a culture that values outside competence and know-how is crucial for open innovation

practice’.

Organisational structure can also have an impact on open innovation implementation (Aquilani et al.,
2017; Chiaroni et al., 2011). Burcharth et al. (2014) show that it can be crucial that personnel are
willing to share and receive knowledge from others, such that organisational structure can support
multidisciplinary working for open innovation to succeed in the outcome (Burcharth et al., 2014).
The persistence of a hierarchical structure which leads to hierarchical thinking can undermine the
collaborative environment (Traitler et al., 2011). It has been observed that the higher the level of

negative attitude is to external knowledge, the lower the level of inbound open innovation practices
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(Burcharth et al., 2014). Training programmes can be used to diminish the impact of defensive atti-
tudes to open innovation (Burcharth et al., 2014). Furthermore, a visible effort is needed in organisa-
tions to align stakeholder collaboration to support innovation activities, i.e. so that the structure can
be supportive (Traitler et al., 2011). This might require adaption to an organisational structure (Ahn

etal., 2015).

Managerial involvement has been found to be a prerequisite for effective stakeholder collaboration
(Brunswicker & Vanhaverbeke, 2015; Chesbrough, 2006; Chiaroni et al., 2011; Laursen & Salter,
2006). Positive outcomes can come from senior management within an organisation promoting and
encouraging innovation and exchange of ideas without direct management involvement (Kratzer et
al., 2017; Traitler et al., 2011; Van Der Meer, 2007). For instance, CEOs can encourage open inno-
vation activities in small- and medium-sized enterprises (Ahn et al., 2017) as well as in large organi-
sations and they can lead by example (Chesbrough, 2017). An overall positive attitude by manage-
ment towards innovation projects is a key factor (Kratzer et al., 2017), whereby strategy can influence

the openness of personnel to the external environment (Crema et al., 2014; Traitler et al., 2011).

The alignment of knowledge flows with the internal innovation activities of an organisation calls for
finely-tuned management abilities (Brunswicker & Vanhaverbeke, 2015). For internal and external
knowledge to be successfully used, it needs to be configured to align with to innovation goals (Cohen
& Levinthal, 1990; Huizingh, 2011). Increasing the cross-functional working of personnel and mov-
ing people within an organisation can also improve the internal knowledge flow of organisations
(Mortara et al., 2009). This calls for the allocation of clearly defined roles for those responsible for

open innovation functions in an organisation (Chesbrough & Crowther, 2006).

Stakeholder collaboration in relation to different streams of research literature

Stakeholder collaboration in the process of innovation is considered in different streams of research

literature linked to open innovation, i.e. business ecosystems and co-creation.

Stakeholder collaboration in open innovation can be examined using the business ecosystem approach.
Business ecosystem is defined by Moore (1996) as working cooperatively and competitively with
other companies in order to co-evolve capabilities, support new products, satisfy customer needs and
incorporate a new round of innovations. The literature on business ecosystems is mostly concerned
with collaboration among external partners, such as other organisations (Liitjen et al., 2019; Vargo et

al., 2015). Organisations forming open innovation ecosystems come from diverse industries and
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include, for instance, competitors, suppliers and universities, aiming to create value for organisations
and for customers (Xie & Wang, 2020). The focus of open innovation ecosystems research is mainly
on external stakeholders and their relationships between each other. Therefore, this study does not
focus on innovation ecosystems even though it is related to this study. The research attention of the
present study is on the internal organisational development that occurs when private and public or-

ganisations use open innovation for the development and deployment of new services.

In the innovation literature, co-creation is mostly discussed in relation to the customer perspective
but also from the other stakeholder perspectives. Collaboration using co-creation is seen as a central
aspect in a joint value creation process to foster and facilitate innovations (Prahalad & Ramaswamy,
2004). Co-creation in the innovation process involves multiple stakeholders combining knowledge
(Kristensson et al., 2008) and becoming innovators (Degnegaard, 2014; Sarker et al., 2012). However,
when co-creating with multiple stakeholders, it is often unclear who creates value for whom (Sarker
et al., 2012). Degnegaard (2014) explains that the challenge of the co-creation process is knowing
how to set the boundaries necessary to enable innovation. Nevertheless, organisations can see value
in stakeholders co-creating (Prahalad & Ramaswamy, 2004). It is interesting to note that co-creation
in innovation is mostly researched from a service perspective (Markovic & Bagherzadeh, 2018), fo-
cusing on customer integration (Patricio et al., 2018; von Hippel, 2001) and, therefore, it will be

discussed later in this thesis in relation to services (2.2.3 and 2.3.4).

2.2.3 Open innovation in services

As most developed economies are predominantly service-based, innovation in services can be said to
play an important role in economic development (Battisti et al., 2015). Open approaches to innovation
are adopted by service organisations to create value through customisation and to improve service
delivery (Feller et al., 2011; Mina et al., 2014). Several scholars have stated that open innovation
enhances service innovation by influencing positive performance (Carroll & Helfert, 2015;
Chesbrough, 2010; Foroughi et al., 2015; Hameed et al., 2021; Mention, 2011; Mina et al., 2014;
Ovuakporie et al., 2021; Paskaleva & Cooper, 2018; Randhawa et al., 2018; Virlée et al., 2015; West
& Bogers, 2017). In service organisations, the openness of the innovation process has been identified

as one of the key success factors (Loureiro et al., 2020; van de Vrande et al., 2009).

However, there is little empirical research on the extent of the use of openness in innovation across

service sectors and the practical challenges of the whole process of open service innovation
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management, design and development. This is because empirical studies on open innovation mostly
focus on products (Battisti et al., 2015; West & Bogers, 2017). Since services are less tangible than
products and intrinsically involve customers, service innovation in innovation development can be
highly challenging (Polese et al., 2012; Virlée et al., 2015). Researchers on open innovation have
largely ignored this topic (West & Bogers, 2017) with some exceptions (Carroll & Helfert, 2015;
Chesbrough, 2010; Eduardo & Yamasaki, 2014; Foroughi et al., 2015; Hameed et al., 2021; Hennala
etal., 2011;. Mention & Torkkeli, 2016; Mina et al., 2014; Ooms & Piepenbrink, 2021; Paskaleva &
Cooper, 2018; Randhawa et al., 2016; Rondi et al., 2021; Virlée et al., 2015).

According to Chesbrough (2010), in situations in which customers or users of a service participate in
the innovation process for that service, the use of open innovation may accelerate and deepen service
innovation, and, as a result, make innovation less, costly, less risky and faster (Chesbrough, 2010).
Chesbrough (2010, 17) encourages organisations to ‘invite customers to co-create innovation...in
order to generate the experiences they will value and reward’. Chesbrough (2010) identifies that
service appears at the very end of Porter’s value chain, but as a by-product of this product-focused
approach in which customer centricity is missing. Chesbrough (2010) explains that open service in-
novation offers greater opportunities for value creation arising from customer centricity. Indeed,
Chesbrough (2010) notes that the main emphasis of the open service innovation approach is on its
‘customer centricity’ characteristics. This approach is also described as user-driven innovation (von
Hippel, 1988) or user involvement (Prahalad & Ramaswamy, 2004). All the reviewed definitions of
open service innovation share a common feature: the customers are central and active participants in

the innovation development process.

(Virlée et al., 2015) describe how service organisations engaged in open innovation are mostly inter-
ested in external knowledge and the integration of this knowledge into their innovation process. Ser-
vice organisations expand their internal knowledge base to allow the inflow of ideas from external
collaboration, thereby leading to increased innovation performance (Ovuakporie et al., 2021), in
which the customer is central (Chesbrough, 2010). The implementation of open innovation in the
public sector requires organisations to listen more to their citizens (customers) than they did before
(Kankanhalli et al., 2017). When interacting with customers there is no simple linear process
(Chesbrough, 2011). Instead there is often an iterative process whereby the customer is invited to co-

create the service (Chesbrough, 2010).

Over the last decade, research conducted on service innovation has mostly focused on the area of

service marketing and management (Lusch & Nambisan, 2015; Patrcio et al., 2018). Meanwhile, in
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general, research on service innovation has not extended to considerations of open innovation
(Randhawa et al., 2018). However, services are increasingly recognised as being important for build-

ing competitive advantage (Foroughi et al., 2015).

Current literature on service innovation and open innovation contains relatively few references to
open service innovation (Randhawa et al., 2018; Virlée et al., 2015). The present research used Sco-
pus, the largest citation database of peer-reviewed literature, to review open service innovation re-
search. Using the term ‘open service innovation’ to search the article title, abstract and keywords of
published papers resulted in only 48 articles being found (December 2021). In contrast, the term ‘open

innovation’ found 6,740 articles, while the term ‘service innovation’ found 4,281 articles.

However, growing interest in the process of managing open service innovation has been identified
from the exploratory interviews conducted at the start of this study with managers in private and
public sector service organisations. It seems that the practice of open service innovation has advanced,
but the theory has yet to receive adequate scholarly attention. Consequently, a conceptualisation is
needed to draw together relevant elements from the literature to structure and analyse data and draw

insights on specific issues relating to open service innovation.

2.2.4 Summary of open innovation

This section identifies the nature of open innovation when organisations open their boundaries to
enhance innovation through collaboration with stakeholders (Chesbrough, 2003). Earlier studies have
demonstrated that open innovation is particularly suited to developing innovations that require the
involvement of diverse stakeholders (West & Bogers, 2017). Organisational culture can enhance
stakeholder collaboration when personnel are open to outside knowledge (West & Bogers, 2014).
This openness can be encouraged when the organisational structure is not excessively hierarchical
(Traitler et al., 2011). The management of an organisation plays its part by enabling the knowledge
flow needed to support the internal innovation development of the organisation (Brunswicker &
Vanhaverbeke, 2015). As a result, stakeholder collaboration can have positive impact on value crea-

tion, value capture and finally on open innovation outcomes (Grama-Vigouroux et al., 2020).

Most studies on open innovation implementation are based on studies of large private sector organi-
sations (Chesbrough, 2017), and the public sector remains under-researched in the open innovation
literature (Kankanhalli et al., 2017). This is despite the fact that the public sector uses an open inno-

vation approach and that this is acknowledged by scholars (Cankar & Petkovsek, 2013; Ooms &
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Piepenbrink, 2021; Venturini & Verbano, 2017). Furthermore, since the public sector differs from
the private sector in terms of their aims and measures of success, open innovation approaches are not
necessarily transferable between private and public organisations (Cankar & Petkovsek, 2013;
Venturini & Verbano, 2017). In the public sector, the literature shows that open innovation can rein-
force services by involving customers and other stakeholders in service development (Hennala et al.,

2011).

Open innovation in services tends to mainly focus on engagement with customers while product-
based open innovation commonly draws upon a wide range of stakeholders (Feller et al., 2011; Mina
et al., 2014 ). The central focus in open service innovation are customers and co-creation among
customers (Chesbrough, 2010). The open service innovation approach is used in the private and pub-
lic sectors, and scholars agree that it is a useful in innovation development (Chesbrough, 2010; van
de Vrande et al., 2009). This is particularly the case when organisations aim to offer services for
customer needs. It should be noted that customers may be unaware of all their possible future needs.
Involving a broader range of external stakeholders, such as suppliers, research organisations, firms
from other industries, or even competitors can provide richer sources of potential innovations. How-
ever, the understanding of open service innovation in relation to current domains of knowledge is
inadequate. The lack of research in the service area in open innovation is surprising considering the
dominant role services play in many economies (Foroughi et al., 2015; Battisti et al., 2015). There is
a lack of a conceptualisation of what open innovation means for service innovation and if and how

this differs from open innovation for physical products.

The research on service innovation has mostly focused on the service marketing and management
literature (Lusch & Nambisan, 2015; Patricio et al., 2018). Developments in service literature have
made it apparent that there are more issues to be explored in relation to open innovation to enhance
the open service innovation concept. Therefore, in the next section of the literature review, service

innovation is reviewed.

2.3 Service Innovation

Services can be activities, processes or interactions (Vargo & Lusch 2004a), and can include, for
instance, communications services (postal, telephone, online), travel services, insurance and financial
services or government services. ‘Services offer benefits through access or temporary possession,

instead of ownership’ (Lovelock & Gummesson, 2004, 20). Although scholars have defined the
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service concept in different ways, several scholars agree that services have four major characteristics:
intangibility, inseparability, variability and perishability (Kotler, 2009; Solomon & Stuart, 2003).
Thus, services are uniquely different from products (Lovelock & Gummesson, 2004). However, it
should be noted that it is not necessary to insist that services are always different from products be-
cause physical products can be platforms for services or mechanisms in service offerings (Edvardsson
et al., 2005). The focus in service research ‘is not on differences between goods and services, but on
differences in how we want to portray value creation with customers (and other stakeholders) where
the customer’s perspective® is ‘emphasized’ (Edvardsson et al., 2005, 118). The characteristics of

services according to Edvardsson et al., 2005, 118) are as follows:

o ‘Service is a perspective on value creation rather than a category of market offerings,
e the focus is on value through the lens of the customer; and
e co-creation of value with customers is key and the interactive, processual, experiential, and

relational nature forms the basis for characterizing service.’

There are many perceptions of how service research has evolved over the years. The roots could be
seen as dating back to the 1950s when Drucker (1958) identified customer importance, which was
also emphasised by Levitt (1960). Up until the 1970s, management research did not focus much on
services (Gronroos, 2006), apart from some services marketing dissertation research in the 1960s
(Fisk et al., 1993). Since then, service research development can best be understood by dividing it

into roughly five phases (as shown in Figure 2).

In the first phase in the 1970s, scholars focused on the conceptualisation of services, and research
often concentrated on how services differ from goods. It was not until researchers from the field of
marketing, for instance, Groonroos (1978) and Gummesson (1979), representing the Nordic School,
argued that services as a discipline needed broader attention in marketing and management research
literature (Gummesson, 2008). Similarly, other schools of service marketing and management, the
French (Eiglier & Langeard, 1976) and the American (Berry & Parasuraman 1993; Blois 1974;

Donnely 1976) also recognised the importance of services in their research literature. Overall, in the

2 The concept of customer perspective, also called as customer centricity, was introduced by Drucker (1958), who ex-
plained that customers determine business. The main focus is the emphasis on customers, focusing on customers as de-
fining business value (Drucker, 1958). Levitt (1960) described how organisations aim to focus on fulfilling customer

needs rather than selling products.
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1970s service research originated simultaneously in several European countries as well as in the

United States (Lovelock & Gummesson 2004).

During the second phase in the 1980s, there was a focus on customer contact or on the ‘moment of
truth’, an acknowledgement that services are realised in interaction with customers and that services
cannot be stored (Edvardsson et al., 2002). Models describing the new area of service development
emerged, as did the physical and the intangible environments for services (Larsson & Bowen 1989).
Service design was also introduced along with the concepts of service blueprinting and service map-
ping (Shostack, 1984). Other emerging topics included ‘servitization®’ as industries began to use their
products to sell services, such as recognising services in the manufacturing industry (Vandermerwe

& Rada, 1988).

In the third phase in the 1990s, service marketing and management literature focused on relationships.
The emphasis was on customer retention and loyalty aimed at customer satisfaction (Edvardsson et
al., 2002) and on introducing co-creation (Bitner et al., 1997). There was also widespread recognition
in academia, for instance, with the establishment of international conferences and of services market-
ing and management research centres in universities (Fisk et al., 1993). Furthermore, the early stages
of research on service innovation were primarily restricted to the analysis of technological innova-
tions (Gallouj & Weinstein, 1997)*. However, in the decades from 1990 to 2010, the debate on the

capacity of services to generate genuine innovations became a settled argument (Moreira et al., 2020).

During the fourth phase in the 2000s, the traditional division into separate organisations of customers
and other stakeholders became blurred (Prahalad & Ramaswamy, 2000) and there was a focus on
alliances and networks (Edvardsson et al., 2002). Service-dominant (S-D) logic (see 2.3.5) introduced
by Vargo and Lusch (2004a) was a breakthrough concept. Central to S-D logic is an understanding
that service is the essential component of an exchange and not a particular form of exchange, such as

‘what goods are not’ (Vargo & Lusch, 2004a). Service logic was also introduced (Gronroos, 2006),

3 “Servitization’ refers to industries using their products to sell ‘outcome as a service’, for instance, manufacturing firms

rarely seem to remain as pure manufacturing firms. Instead they move beyond manufacturing and offer services and

solutions, often delivered through their products, or at least in association with them (Neely, 2008).

4 It should be noted that Barras (1986) constructed a model of the ‘reserve innovation cycle’, which can be viewed as the
first innovation theory concentrating on service. This cycle introduced improvements in product innovations to increase

the efficiency of delivering existing services (Barras,1986).
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alongside S-D logic, causing the traditional view of products as opposite to services to be irrelevant.
The S-D logic literature places value at the centre of service ecosystems, or systems of resource-
integrating actors (Lusch & Vargo, 2014), in which actors are joined by value and, specifically, mu-

tual value co-creation efforts (Vargo & Lusch, 2011).

Finally, in the fifth phase in the 2010s, various prospects regarding technology development (Bitner
et al., 2000), such as digital transformation, machine learning and data-driven business models (Zaki,
2019) as well as service ecosystems (Vargo & Lusch, 2016), and multidisciplinary perspectives
(Ostrom et al., 2015) offered opportunities to shape services research. Even though openness in ser-
vice innovation (Chesbrough, 2010; Randhawa et al., 2018) has not evolved much in service research
history, the open innovation approach is acknowledged to be beneficial in service innovation and thus
it is a potential area for future research (Ovuakporie et al., 2021; Paskaleva & Cooper, 2018, West &
Bogers, 2017). The overall view in service research theory development is that there are several his-
tories and projected futures where numerous streams of literature are converging. Figure 2 summaries

the main developments in service research theory.

L]
1950s Roots - Identifying service research

1 9605 © Scholars identifying customer importance
. Dissertation research about services
v

1970s: 1 - Conceptualisation of services
i The origins of service research

Research mainly focused on how services differ from goods

1980s 2 - Customer contact & concepts

Services realised in interaction with customers

Main concepts:
Service design, service development, service blueprinting,

service mapping and servitization
1990s 3 - Relationships
i Services widespread recognised in academia

Main concepts:
Service innovation, co-creation, customer loyalty and customer satisfaction

2000s 4 - Alliances and networks
' Services encompass organisations and their wider environments
Main concepts:
S-D logic and Service logic
2010s 5 - Technology development and multidisciplinary
; Services embrace technologies development and synthesising of theories

Main concepts:
Digital transformation, machine learning, data-driven business models,

: service ecosystem and multidisciplinary perspective
v

Figure 2 Service research theory development.
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Innovation in services has become a topical issue since economic development in society has become
more service-focused (Gallouj & Djellal, 2010; Toivonen & Tuominen, 2009). Therefore, there has
been and continues to be a growing interest in service innovation among researchers and public and
private sector organisations (Fagerberg et al., 2005; Moreira et al., 2020). Service innovation has
become particularly important in the last decade because service now constitutes a significant pro-
portion of employment and aggregate production in most industrial countries (Battisti et al., 2015).
Services are important for economic growth, competitiveness, productivity and quality of life
(Fagerberg et al., 2005; Moreira et al., 2020). Therefore, various organisations are seeking innovation

in their services (Berry et al., 2000).

In the following section, service innovation is defined, and the nature of customer centricity is intro-
duced because it is central to service innovation. Additional concepts which provide a further under-
standing of service innovation, relevant to this study, are also introduced. These concepts include co-

creation, service-dominant logic and service design.

2.3.1 Defining the nature of service innovation

The innovation literature on tangible products is rich, but it does not fully capture the details of service
innovation (Falk et al., 2010; Tuzovic et al., 2018). Compared to tangible innovation, research show
that the process of innovating in services is less standardised. It involves iterative processes where
customers and their needs are central throughout the service innovation process (Patricio et al., 2018).
At an early stage, the service innovation process may be rather chaotic (Toivonen & Tuominen,
2009). This is mainly due to the considerable role of customer interaction, iterative processes
(Kimbell, 2011) and the intangible nature of services (den Hertog et al., 2010). There are also other
differences in relation to organisations focused on tangible products; for instance, manufacturing or-
ganisations usually have an R&D department. In contrast, service organisations often lack an R&D
department even though service innovation is the result of planned and coordinated activities
(Toivonen & Tuominen, 2009). In addition, product and technological innovation can be measured
by traditional economic methods (productivity) and by detecting improvements or changes at a qual-
itative level (Gallouj & Weinstein, 1997). However, such measurements are difficult to implement
when analysing innovation in services due to the vague nature of service innovation (Gallouj &
Weinstein, 1997). As aresult, the concept of service innovation is still considered to be poorly defined
and blurred (Antons & Breidbach, 2018; Patricio et al., 2018; Snyder et al., 2016). Den Hertog et al.

(2010) conclude that, compared to tangible innovations, service innovation is less standardised.
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When defining service innovation, it should be noted that service organisations rarely use the term
‘innovation’ (Toivonen & Tuominen, 2009). They tend to use other terms, such as improving cus-
tomer satisfaction or improving service quality (Falk et al., 2010), service design (Stickdorn et al.,
2018) or service development (Edvardsson & Olsson, 1996). This varied terminology used for the
service innovation concept is also evident in the research literature. In general, the terms used for
service innovation all share the same main basic principle of the importance of customer centricity in
the service innovation process. Service innovation is defined by Toivonen and Tuominen (2009, 893)

as follows:

‘A service innovation is a new service or such a renewal of an existing service which is put into
practice and which provides benefit to the organisation that has developed it; the benefit usually

derives from the added value that the renewal provides the customers.’

For the purposes of this research, the definition by Toivonen and Tuominen (2009) is used together

with Patricio et al's (2018) notion that:

Service innovation is the whole process of service development in which customer collaboration has

a significant focus.

The strength of this combined definition is that service innovation can involve a new service but also
an improved version of a current service. The customer, as well as the organisation, receives added

value from service innovation.

2.3.2 Customer centricity

The central argument in customer centricity is that every decision begins with the customer (Gronroos,
1982). Customer centricity aims to fulfil the needs and wants of each individual customer (Sheth et
al., 2000) by ensuring the customer need and fit for any new service offering (De Brentani, 2001).
Gummesson (1979) and Gronroos (1978) explain that the role of the customers is central in their
participation as co-producers in the service production process. Overall, ‘customer centricity is seen
in the literature as the art of establishing and strengthening distinctive customer relationships and as
the cornerstone of key value creation processes’ (van den Hemel & Rademakers, 2016, 212). Cus-
tomers create value for customers and value capture for organisations (Hemel & Rademakers, 2016),

and they ensure the financial success of an organisation (Rust et al., 2004).
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Despite the importance of customer centricity (Gummesson, 2008), several organisations still strug-
gle to become customer centric (van den Hemel & Rademakers, 2016; Shah et al., 2006). As men-
tioned earlier, historically, organisations tended to be product centric. To become customer centric,
organisations need to think in a radically new way in which the organisation places itself strategically

around customers and their requirements (Hemel & Rademakers, 2016).

Enablers in customer centricity

Customer-centricity demands constant attention to customers and their changing needs and to how
organisations can improve their decisions and activities to increase value creation for the customer
(Hemel & Rademakers, 2016). Initially, organisations need the ability to deeply understand customers’
needs. In doing so they can better understand how to develop products, solutions or services (van den
Hemel & Rademakers, 2016; Lamberti, 2013; Shah et al., 2006). The literature outlines four main
factors necessary for developing customer centricity and achieving successful outcomes. First, pro-
cesses can be enhanced by training employees to think and act with customers constantly in mind
(Shah et al., 2006). Second, customer centricity can be improved by upgrading the structure, processes
(van den Hemel & Rademakers, 2016; Shah et al., 2006) and metrics of an organisation (Lamberti,
2013; Shah et al., 2006). Third, organisational culture can benefit from the adoption of customer
centricity (Kumar et al., 2006.; Shah et al., 2006; Sheth et al., 2000). Fourthly, Lamberti (2013) sug-
gests enhancing customer centricity by moving away from traditional functional silos’ to cross-func-

tional teams with shared goals and metrics.

In customer-centricity, the role of customer collaboration is central (Falk et al., 2010; Toivonen &
Tuominen, 2009). In other words, the main principle is that, from the start and throughout the inno-
vation process, there is a customer focus (Falk et al., 2010; Toivonen & Tuominen, 2009). This is
particularly the case in service organisations that tend to interact with customers at all stages of ser-
vice development since the processes of service creation and service utilisation often happen simul-
taneously (Edvardsson et al., 2018). Collaboration with customers enables the transfer of complex
unspoken knowledge from customers (Ryzhkova, 2015) and enables organisations to learn with them
throughout the process of service development (Falk et al., 2010; Toivonen & Tuominen, 2009).

Overall, close collaboration with customers in the service innovation process benefits the organisation

5 A part of organisation or system that does not communicate with, understand, or work well with other parts (Cambridge
p g Y s ) p g

Dictionary, 2021).
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(von Hippel, 1976). However, the path towards customer centricity using customer collaboration
tends to be long and requires management to have a clear view of the procedure (van den Hemel &

Rademakers, 2016; Ryzhkova, 2015).

2.3.3 Customer collaboration

Collaboration with customers is often interactive (Aarikka-Stenroos & Jaakkola, 2012), and it re-
quires activities that go beyond listening to or learning from customers (Wouters & Kirchberger,
2015). Research has shown the benefit of utilising various approaches and methods throughout the
service innovation process to gain close collaboration with customers (Ryzhkova, 2015). In addition,
concepts from service marketing and management literature such as co-creation, service-dominant
logic and service design can enable a better understanding of service innovation procedures and assist
in identifying how to enable the implementation of customer centricity using customer collaboration
(Heinonen et al., 2010). Therefore, these concepts are discussed in relation to customer collaboration

below.

2.3.4 Co-creation

Co-creation can be considered as an evolution of customisation® philosophy, a collaboration between
customers and organisations (Heinonen et al., 2010) in which value is co-created for at least two
entities (Maglio et al., 2009). In co-creation, the customer is an active collaborator right from the
beginning of the innovation process (Kristensson et al., 2008). Prahalad and Ramaswamy (2000) ex-
plain that customers are willing to shape their experiences by engaging in collaboration and co-de-
velopment with other customers as well as other stakeholders. Customers do not merely passively
accept a product or a service. They play a role in strengthening innovation and creating value

(Aarikka-Stenroos & Jaakkola, 2012; Hakanen & Jaakkola, 2012). Ramaswamy & Gouillart (2010,

6 Customisation refers to that customers are involved in the design and creation process. Customers are leading organi-

sations towards customizations with their products or services (Lampel & Mintzberg, 1996).
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206) explain that co-creation should be structured to ensure delivery of the desired outcomes for both

the organisation and the customer ‘every time they interact’.

In the co-creation process, the customer is a value ‘co-creator’ (Lusch & Vargo, 2006b). Co-creation
suggests that value is generated jointly between the customer and the organisation (Maglio et al.,
2009; Torres et al., 2018). If a customer is involved in the production of a product or service, the end
value is enhanced because the customer can tailor the product or service to their exact requirements
(Kristensson et al. 2008). However, it should be noted that deep interaction is often needed to gain an
understanding of the customer’s needs as the customer may not be able to describe their needs ex-
plicitly (Hakanen & Jaakkola, 2012). The co-creation of value occurs when the customer’s hidden
needs are discovered (Kristensson et al., 2008). In other words, customers are not always able to
explain or are aware of their needs, but co-creation methods and tools, such as well-structured work-
shops, games or facilitators can reveal customers’ hidden needs. Organisations should also not as-
sume that the value in their products is acceptable to their customers (Michel et al., 2008). Instead,
when co-creating, customers are invited to share their experiences and knowledge (Lusch et al., 2007).

There should be a dialogue with diverse and evolving customers (Prahalad & Ramaswamy, 2000).

Co-creation can also focus on collaboration with other stakeholders (not only customers) and on cre-
ating value for them (e.g. universities, suppliers or competitors) (Ind et al., 2017; Markovic &
Bagherzadeh, 2018). However, most empirical studies on co-creation have focused on investigating
interactions and relationships between organisations and customers (Gyrd-Jones & Kornum, 2013).
Several authors have argued that there is a need to involve numerous stakeholders to receive full
benefit from co-creation activities, especially in regard to innovation performance (Hakanen &
Jaakkola, 2012; Loureiro et al., 2020; Maciuliené & Skarzauskiené, 2016; Markovic & Bagherzadeh,
2018). For instance, other stakeholders can co-create services or products with customers despite
customers not being aware that these products or services might be useful to them. The development
of co-creation enables organisations to connect with customers and with other stakeholders to share
experiences (Ind et al., 2013). Therefore, organisations should involve all key external stakeholders
in their co-creation projects, rather than just customers. This is because many organisational outsiders

can provide ideas for the co-creation of products or services (Ind et al., 2013).

Overall, co-creation can be used to facilitate the collaboration process by connecting people from
different silos and bringing them together (Teixeira et al., 2019). In co-creation, value creation is
central when collaborating with stakeholders, as set out in the service-dominant (S-D) logic concept.

This concept suggests going a step further by mapping the stakeholder’s role in value co-creation.
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2.3.5 Service-Dominant (S-D) logic

Vargo and Lusch (2004b) developed a comprehensive foundation for S-D logic. S-D logic is a theory
of exchange in economics that shifts the focus from the transfer of tangible goods to the process of
service exchange (Lusch & Vargo, 2006a)’. Central to S-D logic is an understanding that service is
the essential component of the exchange and not a particular form of exchange, such as ‘what goods

are not’ (Vargo & Lusch, 2004a). In other words, ‘goods also render service and have value in use’

(Ballantyne & Varey, 2008, 1).

Furthermore, S-D logic highlights the value-creation process that occurs when a customer consumes
or uses a product or service rather than when the output is manufactured. S-D logic implies that the
customer is always a co-creator of value (Vargo & Lusch, 2008) by placing customers at the same
level of importance as the organisation as co-creators of value (Payne et al., 2008). This underpins
the development of customer—supplier relationships through interaction and dialogue (Payne et al.,
2008). S-D logic provides motivation and ideas for enhancements that continually strive to co-create
a more marketing-grounded understanding of value and exchange (Lusch & Vargo, 2006). S-D logic
also emphasises the collaborative nature of value creation (Gronroos, 2011a). It calls for direct inter-
actions with the customers in value creation and particularly in joint value creation, where organisa-
tions and customers co-create value together (Gronroos, 2011b). This also implies the concept of
‘service logic’ for marketing introduced Gronroos, (2006) which is very similar to S-D logic but

according to Gronroos, (2006) it fits best the context of goods.

Since the establishment of S-D logic in 2004 (Vargo & Lusch, 2004), the concept has developed, and
its focus has broadened the perspective from that of value creation with customers to that of value
creation with other stakeholders in service systems. A service system is defined as a ‘configuration
of people, technologies, and other resources that interact with other service systems to create mutual
value’ (Maglio et al., 2009, 397). In service systems, the variety of resources is limitless, and the
service systems are never entirely closed. Therefore, many service systems can combine to make a

larger service ecosystem (Vargo & Akaka, 2012).

71t should be noted that the term ‘goods’ is used often in service innovation literature especially related to the theory of

S-D logic and the term ‘product’ is usually used in the open innovation literature capturing the same purpose.
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In S-D logic, the definition of a service ecosystem emphasises the role of multiple organisations col-
laborating in services (Vargo & Lusch, 2016). Vargo and Akaka (2012) explain that the ‘service
ecosystem’ concept can offer a framework for studying service systems or collaboration and value
co-creation among multiple service systems. In general, service ecosystems are temporary structures
of loosely joined, value-proposing social and economic actors interacting with each other to (1) co-
produce service offerings, (2) engage in shared service delivery, and (3) co-create value (Vargo &
Lusch, 2011). Overall, service ecosystems in S-D logic emphasise value co-creation in service inno-
vation (Vargo & Akaka, 2012) as a collaborative process occurring in service networks (Lusch &
Nambisan, 2015). However, it should be recalled that this study does not focus on ecosystems in
services even though it is related to this study (as also noted on page 23). The research attention of
the present study is on internal organisational development in the public and private case study or-
ganisations using the open innovation approach in services and therefore draws knowledge from tem-

porary multiple concepts of service ecosystem.

S-D logic in the public sector is investigated by Osborne et al. (2013). They introduce the ‘public
service-dominant’ concept to reflect public sector management. This concept provides useful insights
into public sector services (Alford, 2016; Farr, 2016; Osborne, 2018; Osborne et al., 2014; Westrup,
2018), such as the active role of the citizen as the necessary condition of public service delivery
(Osborne et al., 2013, 2016). However, ‘public service-dominant’ concept is still less developed re-
search area. Therefore, this could be a potential angle for future research (i.e. to explore the public
sector with regard to service innovation) as the public sector innovation lacks research knowledge
(see Section 2.4.2). However, it is helpful to remember (see Section 2.3.1) that in marketing and
management literature the word ‘innovation’ is frequently used and literature can refer to ‘service

planning and delivery’ for instance (e.g. Bovaird, 2007; Farr, 2016; Westrup, 2018).

Since service design plays a role in fostering service innovation (Kimbell, 2011; Ostrom et al., 2015;
Prestes Joly et al., 2019) and also influences the S-D logic service system with respect to the wider

service ecosystem (Vink et al., 2020), it is discussed in the next section.

2.3.6 Service design

The central aim of service design is to achieve customer collaboration in the service experience
through a focus on ‘service touchpoints’, ‘service moments’ or the ‘customer journey’ (Stickdorn,

2010). Service design can be defined as the whole progression of service innovation from the idea to

38



Chapter 2 - Literature review

the final specification (Goldstein et al., 2002; Zeithaml, 2009). Service design can be part of S-D
logic service systems and service ecosystems, mainly enabling customer centricity and customer col-
laboration. However, it should be noted that an adequate understanding of how S-D logic perspectives
connect service design to service innovation has not yet been fully developed (Vink et al., 2020;

Wetter-Edman et al., 2018).

Service design is an interdisciplinary approach combining different methods and tools from various
disciplines (Stickdorn & Schneider 2010). The ‘fundamental step toward overcoming knowledge silos
and leveraging the role of service design in service innovation is to identify, systematise and charac-
terise multidisciplinary perspectives on service design’ (Prestes Joly et al., 2019, 684). For instance,
service design can involve any individuals from personnel, designers, and executives to customers
working collaboratively and being practice-orientated (Kurtmollaiev et al., 2018). Overall, service
design plays a key role in service innovation as it brings new service ideas to life mainly through

collaboration with customers in various ways (Ostrom et al., 2015).

Ojasalo and Ojasalo (2018) introduce an outline of the service innovation process and the methods
used in service design: (1) map and understand, (2) forecast and ideate, (3) model and evaluate and
(4) conceptualise and influence. Every stage in the services design process can take steps back or start
again, aiming to learn from each mistake or to capture the successful development phase of a previous
iteration (Stickdorn & Schneider 2010). Service design contributes an iterative process perspective to
service innovation in which the literature might identify a particular service design process, for in-
stance prototyping, delivering or designing (Kimbell, 2011). Service design involves practical meth-
ods. Organisations can, for instance, conduct in-depth ethnographical research, using various other
methods to interview customers and to collaborate in the design process, thereby generating new ideas
for service innovation (Ojasalo & Ojasalo, 2018). Service design utilises the concept, introduced ear-
lier, of co-creation as a way of interacting with stakeholders in the service innovation process (Ojasalo
& Ojasalo, 2018). In addition, visual illustration is usually part of the design process (Kimbell, 2011).
The service design approach integrates design thinking (and design methods) into a service perspec-

tive (Wetter-Edman et al., 2014).

Service design is inextricably linked with service innovation (Antons & Breidbach, 2018; Ostrom et
al., 2015). Sometimes, the distinction between service design and service innovation is blurred
(Patricio et al., 2018). Overall, service design plays a key role in service innovation as it brings new

service ideas to life (Ostrom et al., 2015) by revealing the needs of the customer, by designing services
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with the customer’s needs in mind and by translating these needs into a service (Strandvik et al.,

2012).

2.3.7 Summary of service innovation

Service innovation as a process is described as being fuzzy, iterative (Toivonen & Tuominen, 2009),
chaotic, less standardised (den Hertog et al., 2010) and complex (Goffin & Mitchell, 2017). As a
result of the above-mentioned complexities, service innovation remains poorly understood (Antons
& Breidbach, 2018; Patricio et al., 2018; Snyder et al., 2016) and the literature on product innovation
contributes little to the service innovation literature due to its different focus (Gallouj & Weinstein,
1997). Therefore, this section aims to clarify what we mean by service innovation for the purposes of

this research.

The fundamental aspect of service innovation is customer centricity (Patricio et al., 2018). In cus-
tomer-centric organisations, every decision begins with the customer (Gronroos, 1982), an aim that
some organisations can find challenging (van den Hemel & Rademakers, 2016; Shah et al., 2006).
The literature proposes some enablers that facilitate customer centricity such as training of personnel
(Shah et al., 2006), the development of an organisation’s structure and process (van den Hemel &
Rademakers, 2016; Shah et al., 2006), metrics (Lamberti, 2013; Shah et al., 2006), the development
of organisational culture (Kumar et al., 2006., Shah et al., 2006; Sheth et al., 2000) and the encour-
agement of multidisciplinary working (Lamberti, 2013). These enablers offer companies a practical

perspective towards customer centricity.

Customer collaboration is a consistent activity in customer-centric organisations. Its purpose through-
out the service innovation process mainly involves collaboration with customers (Falk et al., 2010).
This collaboration is evident in the aim of service organisations (Edvardsson et al., 2018), namely to
transfer knowledge from customers to the organisation (Ryzhkova, 2015). The service marketing and
management literature highlights that, when collaborating with customers, co-creation is useful

(Kristensson et al. 2008).

Co-creation is a concept that is centrally connected to service innovation. It involves active collabo-
ration throughout the innovation process (Kristensson et al., 2008) with customers and organisations
(Heinonen et al., 2010) during which value is co-created (Maglio et al., 2009), and the customer is a
value ‘co-creator’ (Lusch & Vargo, 2006b). This value is generated between the customer and the

organisation (Maglio et al., 2009; Torres et al., 2018). Ultimately, it is a service offering that creates
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value for one or more actors in a service network (Patricio et al., 2018). Although most research on
co-creation focuses on customers, some studies also introduce co-creation with other stakeholders
(Ind et al., 2017; Markovic & Bagherzadeh, 2018). When organisations involve several stakeholders
in the service innovation process, it is even more beneficial for customers and organisations (Hakanen
& Jaakkola, 2012; Lourciro et al; 2020; Maciulien¢ & Skarzauskiené, 2016; Markovic &
Bagherzadeh, 2018). This is because the involvement of additional stakeholders can facilitate many

ideas during the co-creation process (Ind et al., 2013).

An analysis of the current research in this chapter show that co-creation can also be viewed from the
perspective of S-D logic where ‘the customer is always a co-creator of value’ (Vargo & Lusch, 2008,
3). It is clear that S-D logic focuses on the value creation process by placing the customer at the same
level of importance as the organisation as a co-creator of value (Payne et al., 2008). S-D logic (Vargo
& Akaka, 2012) as well as the concepts of service ecosystems (Vargo & Lusch, 2016) and ‘public
service-dominant’ (Osborne et al., 2013), promote value creation with other stakeholders in service
systems. Overall, these concepts use customer centricity to connect multiple stakeholders (Vargo &

Lusch, 2016).

The approach and methods of service design introduce a practical perspective to realising service
ecosystems, S-D logic and co-creation. Service design involves the whole process of service innova-
tion from the idea to the final specification (Goldstein et al; 2002; Zeithaml, 2009). Today, service
design reinforces a specific aspect of the S-D logic service system, and ecosystems. This aspect in-
volves working in isolation rather than working with the complexity of the systems as a whole (Vink
et al., 2020). However, service design can be used to unite several stakeholders as active partners in

the service innovation process (Ojasalo & Ojasalo, 2018).

Although service innovation as a research area is perceived as a multidimensional field under contin-
uous development (Ostrom et al., 2015) in which customers are the central focus, it is important to
note that the literature also acknowledges that it is not appropriate to focus only on customers. There
are other stakeholders to consider, and there is a need to focus on customers as well as other stake-

holders (Vargo & Akaka, 2012), as highlighted in this section.

It is useful to recall that organisations may implement various types of innovations (see Section 2.1)
which impact innovation management. However, innovation management also varies according to

the type of organisation. Therefore, in the following section innovation management in the public and
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private sector organisations is introduced. Furthermore, the following section explains that there is a

link between the geographical location of an organisation and its success in innovation.

2.4 Innovation management in the private and public sector

To understand the potential differences or similarities between innovation in the private and public
sectors, the focus needs to be on the organisational aspects of innovation, i.e. the creation or adapta-
tion of an idea or a behaviour new to an organisation (Damanpour & Evan, 1984), focusing on the
organisation’s ability to develop itself and its external relations (Fagerberg et al., 2005). Innovation
expresses the ability of the organisation to innovate in the areas of development and implementation
(Damanpour, 1996). Innovation in organisations has been defined both as a discrete outcome and as
a process (Damanpour & Aravind, 2012). Innovation processes refer to the tasks and activities con-
nected with product or service development and innovation outcomes refer to the functionalities re-
lated to a new product or service (Nambisan, 2013). Overall, innovation in organisations focuses on
internal innovation development within an organisation where environment pressure from outside an
organisation requires innovation that is in harmony with the organisation’s strategic goals (Bossink,

2004; Goffin & Mitchell, 2017).

The following sections review the literature on innovation from the perspective of areas which are
relevant to this study. Innovation management in the private and public sectors is explored, particu-
larly specific features in private and public sector innovation as well as the role of geographical loca-

tion.

2.4.1 Innovation in the private sector

The private sector can be defined as organisations owned by shareholders (Bommert, 2010). These
organisations are profit-orientated, and they depend on economic systems and market forces (Bom-
mert, 2010; Chen et al., 2020; Moore & Hartley, 2008). In private organisations, owners and share-
holders have a direct financial incentive to monitor and control the behaviour of managers (Moore,
2000). Similarly, managers are likely to benefit from better organisational performance, either be-
cause they are shareholders or because their remuneration is linked to financial success (Makri et al.,

2006; Moore, 2000).
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It is challenging to identify universal features in private sector innovation as there are so many dif-
ferences among private organisations, for example, in terms of industry, strategy, process (Negassi et
al., 2019). However, when comparing private and public organisations, some distinct differences can
be identified with regard to innovation. Moore (2000) argues that the differences between private and
public organisations are so great that innovation practices should not be transferred from one to an-
other. In contrast, some studies argue that the private and public sectors resemble each other closely
(Chen et al., 2020; Rainey & Bozeman, 2000). There seems to be disagreement among scholars about
the similarities between private and public sector organisations in relation to innovation. Therefore,
in the following section, specific features of innovation in the private sector in comparison to inno-

vation in the public sector are reviewed.

Private sector compared to public sector innovation features

Three main unique features distinguish private sector innovation from public sector innovation. First,
the financial aspect is central in private sector innovation. In private sector organisations profit is the
dominant goal in innovation, with pressure and motivation stemming from market competition
(Albury, 2005; Cankar & Petkovsek, 2013). Innovation is undertaken to help cut costs, improve
productivity and keep up with the competition (Cankar & Petkovsek, 2013). Owners and shareholders
have a direct financial interest in monitoring and driving financial benefit from innovation (Moore,
2000; von Hippel & von Krogh, 2006). In contrast, public sector innovation focuses on helping soci-
ety by offering services for the common good; the financial aspect is not central, though costs are still

a key aspect (Buchheim et al., 2020; Moore & Hartley, 2008).

The second distinguishing feature of private sector innovation is that competition stimulates innova-
tion and its diffusion®; therefore, diffusion can be fast (Albury, 2005). For example, the transfor-
mation of major aspects of the banking and financial services sector to online services has been rapid
(Albury, 2005). On the other hand, spreading or sharing innovation is not taken as much for granted
in the private sector as it is in the public sector. Thus, in the private sector competition between

organisations can both encourage and hinder the diffusion of innovation (Boyne, 2002).

8 Diffusion of innovation is a process in which innovation is communicated through certain channels over time (Rogers,
2003). In other world, the spread of good practice and the adaptation of existing innovations to a different context (Hartley,

2005).
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The third distinguishing feature is that policymakers have more of a direct impact on innovation in
the public sector than in the private sector. Public and private sectors are exposed to different institu-
tional environments where public organisations are more controlled by policymakers than private
actors (Rainey & Bozeman, 2000). A country’s innovation policy relating to National and Regional
Innovation Systems (see Section 2.4.3) can influence the private sector over time. The private sector
does not need to directly consider the role of policymakers and publicness’ in the innovation process
in the way public sector does (Boyne, 2002; Cankar & Petkovsek, 2013) and therefore its decision-

making process can be faster in comparison to the public sector.

As the above discussion illustrates, there are some differences between the private sector and the
public sector. Analysis of private and public sector innovation has important implications for current
theories and practical issues in various organisations (Rainey & Bozeman, 2000). The differences are
mostly associated with ownership and financial benefit. In Table 1, the common features of private

sector innovation are summarised.

9 Publicness refers to public organisations being public and open about their work content (Moulton, 2009).
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Common features in private sector organisation innovation

Author(s)

The private sector pursues profit as a goal of innovation with
pressure and motivation coming from market competition

In private organisations, owners and shareholders have a direct
financial incentive to monitor and control organisations

Managers are likely to benefit from successful innovation either
because they are shareholders or because their remuneration is
linked to financial success

The driver of the diffusion of innovation in the private sector is the
pressure of market competition

Innovation plays an important role in the private sector in terms of
competitiveness

The influence of policymakers on the private sector is indirect

Table 1 Common features of private sector innovation.

Albury, 2005; Bommert, 2010;
Cankar & Petkovsek, 2013; Chen et
al., 2020; Moore & Hartley, 2008.

Albury, 2005; Moore, 2000; Von
Hippel & Von Krogh, 2006.

Bullock et al., 2015; Makri et al.,
2006; Moore, 2000; Von Hippel &
Von Krogh, 2006.

Albury, 2005; Boyne, 2002;
Fagerberg et al., 2005; Rainey &
Bozeman, 2000.

Cankar & Petkovsek, 2013;
Fagerberg et al., 2005; Negassi et al.,
2019; Rainey & Bozeman, 2000.

Boyne, 2002; Cankar & Petkovsek,
2013; Fagerberg & Srholec, 2008;
Rainey & Bozeman, 2000.

Common theories of innovation management are shaped mostly by studies of the private sector; yet

they are often applied to all types of organisations (Chen et al., 2020; Damanpour & Aravind, 2012),

despite the fact that the nature of organisations impacts innovation (Chen et al; 2020; Damanpour,

1991). Therefore, the following section reviews public-sector organisations in connection with inno-

vation.

2.4.2 Innovation in the public sector

The public sector consists of organisations that are either state owned or under contract to the state

(Flynn & Asquer, 2012). These organisations are collectively sustained by members of political com-

munities and largely funded by taxation (Boyne, 2002; Flynn & Asquer). Public organisations aim to
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achieve overall efficiency and responsiveness to the needs of the public (Moore & Hartley, 2008).
Albury (2005, 51) states that the ‘steady flow of innovations is essential to sustain improvement in
the delivery of public services’. The public sector exploits the potential of organisational settings to
achieve widespread improvements in governance, society and service performance, thereby creating

value for the public (Moore, 1995)'.

Public sector compared to private sector innovation features

There are several unique distinguishing features in the public sector compared to the private sector.
Yet it is useful to recall that classifications of public service innovation are largely derived from a
private sector perspective (Chen et al., 2020). The public sector serves society as a whole by increas-
ing fairness and justice and offering services for the common good (Buchheim et al., 2020; Moore &
Hartley, 2008). Innovation in the public sector can be related to products, processes, institutional
architecture, new ways of acting, the introduction of new methods, tools or organisations adopted by
governments to achieve their goals (Tiganasu et al., 2019). However, innovation in the public sector
also seeks to improve or create new services rather than pursuing change in a physical object!!(Moore
& Hartley, 2008) and it often takes the form of a change in the relationship between service providers
and their customers, i.e. citizens (Bommert, 2010; Hartley, 2005). It has been noted that despite public
service improvements being a crucial matter for citizens, relatively little research has been conducted

on the process of public sector innovation (Kusumasari et al., 2019).

Public sector innovation presents a dilemma for politicians in supporting innovation (Raipa &
Giedraityte, 2014). While they wish to support positive improvements, politicians are also aware of
the possibility of a highly visible failure in public services that could attract media interest or inad-
vertently serve the interests of opposing parties (Hartley, 2005; Raipa & Giedraityte, 2014). They are
also aware that innovations have a high risk of failure (Albury, 2005). Therefore, the public sector
tends to be cautious regarding innovation (Borins, 2001) given the inherently risk-averse organisa-

tional culture that can typify many public sector organisations (Raipa & Giedraityte, 2014; Torugsa

10 Kwon et al. (2019) provide an additional point of consideration, namely that innovation in the public sector also de-
pends on the structure of a country’s economy, for instance, whether it is a socialist or capitalist country. The focus of

this research is on innovation in a capitalist economy, since all case studies are Finnish.

' Physical objects (products) can also be platforms for services or mechanisms for service offerings (Edvardsson et al.,

2005).
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& Arundel, 2017). In contrast, Patrucco et al., (2022) found that a clear connection with the innovation
policy strategy used normally does not seem to be present during crises. Creative minds and imagi-
nation are needed with openness as good ideas can come from anywhere to address a crisis (H.

Chesbrough, 2020).

Another issue is how to incentivise and encourage innovation in the public sector. Traditionally, pub-
lic sector employees have not been financially rewarded for innovation. Typical public sector incen-
tive is a rather small fund intended to support innovation development (Borins, 2001). According to
Cankar and Petkovsek (2013) and Raipa and Giedraityte (2014), the barrier in public sector innova-
tion is the lack of funding. Public sector employees do not usually obtain direct financial benefits
from higher organisational efficiency (Boyne, 2002). Bullock et al. (2015) found that showing public
employees the impact of their work on the well-being of others and society is important and the result
is that ‘Employees indeed become socialized with public sector values through their career in the
public service’ (Krotel & Villadsen, 2016, 180). However, incentive systems that emphasise such
motives and rewards are also needed (Bullock et al., 2015). Private sector employers, particular man-
agers, are likely to financially benefit from higher organisational efficiency (Moore, 2000) and they

are more motivated by financial rewards (Bullock et al., 2015).

As a consequence of the factors noted above, some have drawn the conclusion that the public sector
is incapable of implementing significant innovation (Boarman & Vining, 1989; Mergel & Desouza,
2013). Nevertheless, a demand exists for the public sector to be more innovative (Al-Mansour, 2021)
despite the observation by Borins (2001) that society does not really want the public sector to be as

innovative as the private sector (Borins, 2001).

One key differentiator of public sector innovation is the role of diffusion. Diffusion to other organi-
sations is an explicit feature of public sector innovation (Hartley, 2005; Rashman & Hartley, 2002).
The diffusion of innovations to other public organisations is needed to improve the quality and effi-
ciency of services across the public sector (Hartley, 2005). Indeed, it is not adequate to only generate
innovation practices in the public sector but also to spread them and implement these practices in
other settings (Chesbrough & Minin, 2014; de Vries et al., 2018). In comparison, private organisa-
tions are owned by shareholders, and competition is one of the main drivers of innovation (Boyne,

2002).
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Collaboration with stakeholders in the public sector

Stakeholder collaboration has been seen to enhance innovation (Bessant & Tidd, 2020; Tiganasu et
al., 2019; Tucci et al; 2016; Vargo et al., 2015), particularly in public sector innovation (Chen et al.,
2020; De Vries et al., 2016; Mergel, 2015; Serensen & Torfing, 2011). Freeman (1984) defines stake-
holders as any group or individual that can affect the achievement of an organisation’s objectives or
that is affected by the achievement of an organisation’s objectives. Collaboration is defined as form-
ing links between different types of organisations, industries and public institutions, aiming to address
the challenges and opportunities that cannot be realised or are hard to realise within a single organi-

sation (Cankar & Petkovsek, 2013).

The number of public organisations encouraging good ideas and seeking new ways to deliver public
services is growing (Chen et al., 2020; Hartley, 2005). Instead of innovating in isolation, the public
sector is attempting to make maximum use of external knowledge sources to add value to its organi-
sations because innovation is not always generated internally (Chen et al., 2020; Lee et al., 2012).
Mergel (2015, 2018) and Ooms & Piepenbrink (2021) explains that public sector organisations use
an open innovation approach to recognise and achieve the benefits of collaboration. Bertello et al.,
(2022) and Patrucco et al. (2022) found that the tendency to utilise the open innovation approach
increased during COVID 19 periods to stimulate the launch of new products and services to leverage
distributed knowledge sources that go beyond what is available to any single organisation. However,
it should be noted that research to utilise open innovation in the public sector related to COVID 19

focuses on the context of crisis events, which is not the focus of this thesis.

In contrast, Mu & Wang (2020) explain that the concept of open innovation is relatively new in the
public sector but not the idea of stakeholder collaboration to help solve problems. In practice, an
increasing number of public organisations are seeing the benefits of innovating in collaboration with
others (Chen et al., 2020). As a result, policymakers, citizens and other stakeholders are all playing
an increasing part in the process of innovation to create public value (Alford & Greve, 2017; Bason,

2018).

Policymakers are one stakeholder in public sector collaboration where innovation can be introduced
as part of a policy cycle (Mergel & Desouza, 2013; Westrup, 2018). Based on their political mandate,
public sector organisations have to respond by implementing the required changes to their service
delivery (Mergel & Desouza, 2013; Westrup, 2018). A political mandate guides public sector organ-

isations to develop, abandon, or create a new public service (Mergel & Desouza, 2013; Serensen &
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Torfing, 2011)'2. Accordingly, the form of government has an impact on the innovation policy of
public organisations (Franzel, 2008). Despite the fundamental role of government in public sector
innovation, only a limited amount of research has focused on the relationship between the public
sector innovation process and the government role in it (Tiganasu et al., 2019), meaning in this case
the involvement of citizens in the governance of services and innovation development (Hartley, 2005).
Consequently, the public sector needs to consider the role of citizens and policymakers in the inno-

vation process.

The public sector, particularly in the Nordic countries, started to see citizens as customers in the 1980s
(Edvardsson et al., 2010). Since then, the public sector in many countries has realised that problems
can be solved faster and more effectively by harnessing the knowledge of their citizens (Lee et al.,
2012). Treating citizens as customers has been one of the key elements in transforming public services
(Hilgers & Thl, 2010). Today citizens play a major role as co-producers of services in the public sector
(Bovaird, 2007; Hartley, 2005; Paskaleva & Cooper, 2018; Tiganasu et al., 2019). Furthermore, cus-
tomers in the public sector have obligations, such as the requirement to pay taxes. They also have
rights, such as the right to receive free or low-cost services which are primarily funded through taxes

(Gummesson, 2008).

However, it can be challenging to achieve a balance between citizens and policymakers in the inno-
vation process. This can create a complex and uncertain environment (Tidd, 2001). According to
Boyne, (2002) this can create situations in which goals of public organisations’ innovation are more
vague than those of their private counterparts. To collaborate with various stakeholders in the public
sector requires an organisational culture of creativity and diversity as well as a clear direction from

leadership (Albury, 2005; Tiganasu et al., 2019).

Public organisations have rules and regulations that govern their interactions when collaborating with
stakeholders (Mergel & Desouza; 2013; Raipa & Giedraityte, 2014). For instance, public procure-
ment procedures must be carried out in accordance with national procurement legislation (Feller et
al.,2011) and, in countries within the European Union, in accordance with the procurement directives
(Tiganasu et al., 2019). These requirements can be time-consuming and thereby impact decision-

making processes in collaboration with others (Cankar & Petkovsek, 2013) as well as the bureaucracy

12 However, Patrucco et al. (2022) found in their study that the innovation policy strategy used normally did not seem to

be present during the COVID 19 crisis.
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as a whole (Boyne, 2002; Serensen & Torfing, 2011; Windrum & Koch, 2008). Therefore, stake-

holder collaboration in public organisations might be viewed as complex (Mergel & Desouza, 2013).

In contrast, Boyne (2002, 100) explains that public organisations are ‘open systems’ that are easily
influenced by other stakeholders. Innovation in the public sector focuses on a continuous process of
interaction and negotiation among various stakeholders with an emphasis on customer orientation
(Bovaird, 2007; Lee et al., 2012). Tiganasu et al. also support this by stating that ‘making governments
more open towards citizens, promoting a collaborative approach, and improving transparency and
communication strategies should clearly be key coordinates of good governance’ (Tiganasu et al.,
2019, 115). This view is collaborated by Radnor and O’Mahoney (2013), who explain that consul-
tancies are frequently used in the public sector. Therefore, it can be seen that the literature supports

the idea that the public sector is open to stakeholder collaboration.

It should be noted that institutional factors vary widely across public organisations, affecting their
capacity to innovate (Lonti & Verma, 2003). Indeed, individual factors in public organisations make
it difficult to extract generalisable findings (Buchheim et al; 2020; Radnor & O’Mahoney, 2013). Al-
Mansour (2021) supports this view by explaining that the innovation concept in the public sector is
still fragmented. However, as discussed, there are common features in public sector organisations

with regard to innovation. Table 2 summarises these features.
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Common features in public sector organisation innovation

Author(s)

Public sector innovation aims to improve or create new services
to address the needs of the public

The public sector has an organisational obligation to serve public
interest by increasing fairness and justice and by offering
services for the common good through innovations that are high
impact for the society

Public sector innovation can be introduced through the policy
cycle and therefore policymakers play a role in the innovation
process

Citizens (customers) are playing a growing role as co-producers
of public services

Other stakeholders’ (not only customers”) collaboration can
enhance public sector innovation

Public organisations have rules and regulations that govern their
interactions when working with various stakeholders

The open diffusion of innovations to other organisations is a
specific feature of the public sector

The public sector is more cautious about innovation than the
private sector due to the organisations’ public nature

Public sector employees are not financially rewarded for
innovation

Table 2 Common features in the public sector organisation.
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In the following section, the geographical location of an organisation and its influence on innovation

1s discussed.

2.4.3 The geography of innovation

Research shows that there is a link between the physical location — both in terms of regional and
national context — of an organisation and its approach to innovation (Fagerberg & Srholec, 2008). For
example, Salter & Alexy, (2014) note that there can be an intensity of innovation activity when certain
types of organisations are concentrated geographically and where various stakeholders can readily
collaborate. Fagerberg et al. (2005) state that innovation literature’s central finding is that organisa-
tions do not innovate in isolation but depend on extensive collaboration with their environment. This
implies the existence of regional as well as national differences in how innovation is adopted and
supported (Lundvall, 1992). The quality of National and Regional Innovation Systems and good gov-
ernance are also widely acknowledged as important for countries seeking sustainable economic

growth (Fagerberg & Srholec, 2008).

A National Innovation System (NIS) is a network of institutions in the public and private sectors,
supported by a country’s government, whose activities and interactions determine the innovative per-
formance of the country (Freeman, 1995). NIS boundaries are one nation with a common culture,
history and language, as well as shared social and political institutions (Lundvall, 1992). In contrast,
in a Regional Innovation System (RIS), the focus is on innovation activities in a specific region
(Andersson & Karlsson, 2002). At a regional level, distance tends to decrease the interaction among
individuals, and regions characterise their innovation approaches and fields of specialisation differ-
ently (Andersson & Karlsson, 2002). Overall, it can be said that the country and region in which an

organisation is located affects possibilities and the ability to innovate.

The success of organisations in innovating is related to the structure and performance of NIS and the
RIS (Fagerberg & Srholec, 2008; Freeman, 1987). Certain national and regional innovation systems
are known for their ability to become successful in supporting innovation in organisations, such as
Taiwan at the national level and Silicon Valley at the regional level. These two examples are known
for their favourable geographic locations that support the enhancement of innovation through effort-
less stakeholder collaboration (Hobday, 1995). Within organisations, the location plays an important
role in enabling the effective flow of knowledge between people that is necessary to foster innovation

in a collaborative environment (Salter & Alexy, 2014). Geographical location played a role when
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choosing the case studies (see Section 3.2.2) and impacted on innovation management in the organi-

sations.

2.5 Summary of innovation management in the private and

public sector

This section has provided an overview of the management, nature and role of innovation in private
and public sector organisations as well as the geographical impact on an organisation’s ability to
innovate (Freeman, 1995; Lundvall, 1992). In both private and public types of organisations, innova-
tion is an issue of considerable significance. However, current innovation literature mostly focuses
on the private sector (Hartley, 2005). It is also noteworthy that innovation management varies de-
pending on the characteristics of the organisation (Fagerberg et al., 2005). Hence, when private sector
innovation research knowledge is transferred to the public sector, it is not necessarily readily appli-
cable. Therefore, this study focuses on researching parallel case studies in the private and public

sectors.

In the public sector, the purpose of innovation is mostly to increase fairness and justice, encourage
citizen participation, create new services for citizens in response to their needs and contribute to the
welfare of individual people (Moore & Hartley, 2008). In the private sector, the purpose of innovation
is to increase competitiveness and financial benefit (Albury, 2005; Cankar & Petkovsek, 2013). Other
differences in innovation between the public and private sectors include ownership, funding and eco-
nomic control (Boyne, 2002; Moore, 2000). In the private sector, owners and shareholders have direct
financial incentives to monitor and control organisations (Moore, 2000). The public sector is under
state ownership or under contract to political communities, and it is largely funded by taxation (Flynn

& Asquer, 2012).

In the public sector, the diffusion of service innovations to other public organisations is important to
improve the quality and efficiency of services across the public sector (Hartley, 2005) but this attrib-
ute may make politicians cautious in supporting innovation because failures are highly visible (Albury,
2005; Borins, 2001; Hartley, 2005). In contrast, in the private sector, the diffusion of innovation
mostly occurs as a result of competition (Albury, 2005; Boyne, 2002; Hartley, 2005).

Although public and private organisations are interested in collaborating with stakeholders to enhance

innovation (Chen et al., 2020; Hartley, 2005), the public sector has rules and regulations to consider
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when working with others, which may make the innovation process slow and bureaucratic (Boyne,
2002; Mergel & Desouza, 2013). Furthermore, in the public sector, policymakers are central stake-
holders along with citizens (Hartley, 2005). Accordingly, the government can have a significant im-

pact on innovation in the public sector.

Based on the aforementioned discussion of theoretical concepts grounding open service innovation
development in the private and public sector organisations, the next section defines the knowledge
gaps found in the literature and proposes an initial framework which includes the specific features
related to private and public sector innovation and synthesises the key concept in open service inno-

vation.

2.6 Defining the knowledge gap

Three larger bodies of literature, namely open innovation, service innovation and innovation man-
agement in the private and public sector, provide multidisciplinary and critical perspectives by indi-
cating what is known from previous research about the proposed research questions, i.e. ‘How is open
service innovation managed in large private and public sector organisations?’ and sub questions,
‘How are open service innovation processes developed?’ and ‘What are the enablers for open service
innovation?’. Two main knowledge gaps can be identified from this literature review in relation to

these questions.

The first gap is the lack of research on open innovation in services and the absence of conceptualisa-
tion and of what open innovation means for service innovation. Open innovation has mostly been
researched from a product rather than a service perspective (West & Bogers, 2017), meaning there is
a lack of research on if and how service differs from physical products of open innovation. In other
words, the use of open approaches to innovation in service sectors is less researched (Randhawa et
al., 2018; West & Bogers, 2017), which is important to consider since, as already mentioned, service
innovation has significance for society (Gallouj & Djellal, 2010) since around 70% of the GDP of
developed economies is service dominated (Battisti et al., 2015; The World Bank, 2019). Therefore,
this study aims to fill this knowledge gap by conceptualising open service innovation by identifying

the key elements and interdependencies of a process for managing open service innovation.

The second knowledge gap relates to limited research about innovation in the public sector, and this
is also apparent in the literature on open innovation. Indeed, most studies on open innovation tend to

be based on the analysis of private sector organisations (Chesbrough, 2017). Therefore, there is less
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awareness of open innovation processes used in public sector organisations (Feller et al., 2011;
Kankanhalli et al., 2017) even though public sector organisations are using open innovation (Lee et
al., 2012; Mergel, 2015; Tate et al., 2018) to design and deliver services rather than pursuing change
in a physical product (Moore & Hartley, 2008). The literature review establishes that the public sector
has some unique innovation-related management features when compared to the private sector. Sec-
tions 2.4.1 and 2.4.2 summarise the main features of public and private sector innovation and identify
the main differences between them. The literature review indicate that it cannot be taken for granted
that private sector innovation management is always transferable to public sector innovation given
the different nature of these two types of organisations. Thus, this study focuses on making an initial
attempt to fill this gap by researching whether private and public sector organisations differ in the

context of open service innovation.

This study constructs an initial conceptual framework based on the literature review (see Sections 2.1
— 2.6) to attempt to bridge the knowledge gaps and address the research questions from the current

literature perspective. In the following section the initial conceptual framework is introduced.

2.6.1 Development of an initial conceptual framework

The initial conceptual framework (see Figure 3) visualises relationships among the concepts dis-
cussed in the literature review and shows how they relate to each other in the context of this study.
Central concepts connected to open service innovation are synthesised: customer centricity, customer
collaboration, other stakeholder collaboration and co-creation to capture value in open service inno-
vation outcomes. The enablers are summarised together with key concepts for open service innova-
tion processes. In addition, the unique typical features of innovation in private and public sector or-
ganisations are summarised (see Sections 2.4.1 and 2.4.2). This initial framework is used for the
analysis of the case studies undertaken in this research and forms the basis for the output of this study,
namely an improved conceptual framework. The key concepts of the initial conceptual framework

and how they relate to each other are explained in the sections that follow.
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Customer centricity

Customer centricity is central to service innovation as it is a starting point and key aspect in organi-
sations where the role of customer collaboration is central (Gronroos, 1982). The main characteristics

of customer centricity can be summarised as follows:

e Customer centricity demands constant attention to customers and their changing needs and to
how organisations can improve their decisions and activities to increase value creation for the
customer (van den Hemel & Rademakers, 2016).

e (Customer centricity in open service innovation offers greater opportunities for value creation

(Chesbrough, 2010).

The enablers for customer centricity, as found in the literature, are: employee training (Shah et al.,
2006), organisational culture (Kumar et al., 2006), cross-functional teams (Lamberti, 2013), upgrad-
ing organisational structures and processes (van den Hemel & Rademakers, 2016) and metrics (Lam-

berti, 2013).

Customer collaboration

In customer-centricity, the role of customer collaboration is central (Toivonen & Tuominen, 2009).
In other words, from the start and throughout the innovation process, there is a customer focus (Falk

et al., 2010). The main characteristics of customer collaboration can be summarised as follows:

e (ollaboration with customers is often interactive, involving activities that go beyond listening
to or learning from customers (Aarikka-Stenroos & Jaakkola, 2012).

e (Customer collaboration includes absorbing unspoken knowledge from customers and learning
from customers through the innovation process (Wouters & Kirchberger, 2015).

e Various approaches and methods are used in customer collaboration. An S-D logic approach
offers a deeper understanding, implying that the customer is always a co-creator of value
(Vargo & Lusch, 2008). Service design is another more practical approach, focusing on ser-
vice touchpoints, service moments or the customer journey by offering practical methods and
tools (Stickdorn & Schneider, 2010). Co-creation a collaboration between customers and or-
ganisations (Heinonen et al., 2010) where the customer is a value ‘co-creator’ (Lusch &

Vargo, 2006b).
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Other stakeholder collaboration

There are also other stakeholders to consider, alongside customer collaboration (Ostrom et al., 2015).
Open innovation introduces the ability to combine internal and external knowledge from diverse
stakeholders to enhance innovation (Chesbrough, 2003). The main characteristics of other stake-

holder collaboration can be summarised as follows:

e Stakeholder collaboration can be internal or external and represents a key resource in innova-
tion value creation (Grama-Vigouroux et al., 2020).

e Internal stakeholders manage internal organisational functions (Markovic & Bagherzadeh,
2018), and external stakeholders could be universities, other organisations, competitors, R&D
partners, start-ups or customers, whereby external knowledge flows into the organisation

(Huizingh, 2011).

The enablers for customer and other stakeholder collaboration, as found in the literature, are: the
culture of an organisation (Mortara & Minshall, 2011), organisational structure (Chiaroni et al., 2011),
collaborative environment (Traitler et al., 2011), training programmes (Burcharth et al., 2014),
managerial involvement (Chesbrough, 2006), CEOs’ encouragement (Ahn et al., 2017), the positive
attitude of management (Kratzer et al., 2017), the use of strategy (Crema et al., 2014), cross-functional
working (Mortara et al., 2009), non-hierarchical structure (Traitler et al., 2011), clearly defined roles

(Chesbrough & Crowther, 2006) and personnel open to outside knowledge (West & Bogers, 2014).

Co-creation

In the innovation literature co-creation is mostly connected to customers or other stakeholder collab-
oration. Co-creation is seen as a central aspect in the joint value creation process, fostering and facil-
itating innovations (Prahalad & Ramaswamy, 2004) in which value is co-created for at least two
entities (Maglio et al., 2009). Similarly, in service innovation co-creation is the central concept for
collaboration between customers and organisations (Heinonen et al., 2010). The main characteristics

of co-creation can be summarised as follows:

e Co-creation involves active collaboration throughout the innovation process with customers
and organisations during which value is co-created (Kristensson et al., 2008).

e (o-creation in innovation research involves multiple stakeholders combining knowledge

(Kristensson et al., 2008).
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e The central focus in open service innovation is co-creation among customers (Chesbrough,

2010).

® (Collaboration is beneficial when it is structured in order to deliver desired outcomes for both

the organisation and the customer (Ramaswamy & Gouillart, 2010, 206).

An initial open service innovation conceptual framework visual representation

These main concepts are brought together to form a theoretical overview to illustrate the connection
between them in an initial open service innovation framework (see Figure 3). This initial framework
identifies the key elements and interdependencies of a generic process for implementing open service
innovation. It illustrates how value is created in this research context and how it begins with customer
centricity (Gronroos, 1982), combining co-creation as a central element (Kristensson et al., 2008) and
involving customer collaboration (Lusch & Vargo, 2006b) as well as other stakeholder collaboration
(Huizingh, 2011). The ultimate aim is to capture value with open service innovation outcomes
(Grama-Vigouroux et al., 2020). However, it should be noted that open service innovation outcomes
are not part of this study. The focus of this study falls within the square surrounded by a dashed line
in Figure 3. The initial open service innovation conceptual framework also summarises the unique

features of both the private and public sector organisations regarding innovation.

In Figure 3 the elements connected to open service innovation appear in square boxes. The arrows
illustrate connections between the concepts. The focus of this study is shown within the dotted line.
The unique and typical features of the public and private sectors are listed in connection with the
research context. Open service innovation outcomes fall outside the dotted line since they are not the

main focus of this study (see the legend in Figure 3).
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Research context

Value creation

Value capture

Open Service

Customer . .
.. »  Co-creation »  Innovation
centricity
outcomes
Customer
collaboration
Other stakeholder
collaboration

Typically, innovation in the public sector seeks to improve
or create new services.

Citizens are treated as customers.

Diffusion of innovation is open, transparent and shared
among others.

Approach to innovation is cautious due to the public
nature of organisations.

Public sector rules and regulations impact stakeholder
collaboration.

Obligation to serve public interest by offering services for
common good.

Public sector employees are not financially rewarded for
innovation.

The financial aspect is central in innovation, due to
the aim to increase productivity.

Innovation diffusion is generally not open due to
competition.

Owners and shareholders have a direct financial
incentive to monitor and control.

Managers are likely to financially benefit from
successful innovation.

Innovation plays an important role in terms of
competitiveness.

Legend

— Influence
Research context

Figure 3 Initial Conceptual Framework for Open Service Innovation.

This initial conceptual framework was used to analyse the case study data which is explained in more

detail in the research methodology in Chapter 3.
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3 Research methodology

While Chapter 2 presents what is known from previous research in relation to the research questions,
this chapter outlines the research methodology used in this study to address the research question and

sub-questions in light of the initial conceptual framework (Figure 3):

Research question:

How is open service innovation managed in large private and public sector organisations?
Within the specific context of this main research question:

Sub-question 1: How are open service innovation processes developed?

Sub-question 2: What are the enablers for open service innovation?

The philosophical foundation of the research is considered, including ontological and epistemological
assumptions and their interconnection with social research. Different research approaches and strat-
egies are examined, and the rationale for the abductive and longitudinal multiple-case study approach
is justified by acknowledging the strengths and limitations of case study research. The triangulated
data and individuals chosen to be part of this study are introduced, and the data analysis is explained
based on the initial framework. Finally, the quality of the research design is evaluated, and ethical

considerations are described. Figure 4 summarises this study’s research methodology design.

Ontology - relativism

R h phil h . . oni
esearch phitosopny Epistemology - social constructionism

Research approach . Abductive
Research strategy : Case study
Choices : Multiple case-study approach
Time Horizon : A longitudinal real-time research

Source of data : Interviews, observations and documentation

Individual cases based on initial conceptual framework

Data analysis :
and cross-case conclusion

Figure 4 Research methodology stages.
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3.1 Philosophical foundation

Research entails determining the philosophical stance taken by the researcher which includes differ-
ent ways of engaging in management and organisations. Two central philosophical positions, namely
ontological and epistemological, support the researcher in designing an appropriate research design
(Easterby-Smith et al., 2012) and, additionally, in how the researcher engages with and influences
case studies when undertaking research (Johnson & Duberley, 2000). Explaining the philosophical
stance enables the assessment of the validity and reliability of research and determines the relation-
ship between data and theory. The philosophical foundations of ontology and epistemology are there-

fore now discussed.

3.1.1 Ontology

Ontology is the philosophical science of being, concerned with the nature of reality (Honderich, 2005;
Saunders et al., 2007; Stanley & Wise, 2002). The ontological position of something is to ask whether

it is real or unreal (Johnson & Duberley, 2000). In addition, it focuses on related questions such as:

e Is there such a thing as objective reality?

e How do we see our world?

There can be four different approaches (summarised in Table 3) to ontology amongst philosophers of
natural science: realism, internal realism, relativism and nominalism (Easterby-Smith et al., 2012).
Traditional realism emphasises that the world is concrete, tangible and external and that science can
only progress through observations which have a direct link to the phenomenon being researched.
Internal realism assumes that there is a single reality but emphasises that it is never possible to gather
direct evidence. Relativism accepts as true that there are many realities and the facts depend on the
viewpoint of the observer (Easterby-Smith et al., 2012). Nominalism suggests that reality consists of

artificial concepts and names created by humans and, therefore, there is no truth (Blaikie, 2007).

Ontology Realism Internal Realism Relativism Nominalism
Truth Single truth Truth exists, but is obscure ~ There are many truths There is no truth
Facts Facts exist and Facts are concrete, but Facts depend on the Facts are a

can be revealed  cannot be accessed directly  viewpoint of observer human creation

Table 3 Four different ontologies (Easterby-Smith et al., 2012).
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This research’s ontological ideology is relativism since it involves complex situations and the per-

spective of the researcher as the observer.

3.1.2 Epistemology

Epistemology is the enquiry into the nature of the physical and social worlds in different ways
(Easterby-Smith et. al., 2012). In undertaking research, this concerns how the researcher comes to
ask a question and assess the relevance and value of different research methodologies. This allows an
evaluation of how the researcher evaluates the outputs of research and varies according to epistemo-
logical commitments (Johnson & Duberley, 2000). Epistemology is mostly focused around the re-
spective merits of two contrasting views of how social science research should be conducted: posi-
tivism and social constructionism (Easterby-Smith et al., 2012). The latter term also tends to be asso-
ciated with interpretivism. The main idea of positivism is that the ‘social world exists externally and
that its properties should be measured through objective methods, rather than being inferred subjec-
tively through sensation, reflection or intuition’ (Easterby-Smith et al., 2012, 22). Instead, social con-
structionism makes the epistemological assumption that reality is not objective and external but is
socially created and given meaning by people. Furthermore, it emphasises how people make sense of
the world especially through sharing their experiences with others (Blaike & Priest, 2019). This re-

search identifies with social constructionism. See Table 4.

Positivism Social Constructionism
The observer must be independent is part of what being observed
Human interest should be irrelevant is the main driver of science

aim to increase the general

Explanations must demonstrate causalit . ! .
P Y understanding of the situation

gathering rich data from which ideas

Research through hypoth d deducti .
esearch progress throug ypotheses and deductions are induced

Concepts need to be defined so that they can  should incorporate stakeholder
be measured perspectives

may include the complexity of whole

Units of analysis should be reduced to simplest terms . - .
situations

Generalization through statistical probability theoretical abstraction

small numbers of cases chosen for a

Sampling requires large numbers selected randomly S —

Table 4 A summary of positivism versus social constructionism. (Easterby-Smith et. al., 2012).
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3.1.3 Combining ontology and epistemology

There is a link between epistemology and ontology in that the researcher chooses methods and aspects
that are more likely to help in research (Easterby-Smith et. al., 2012). This research investigates a
social phenomenon which is too complex to be fully explained by an individual philosophical foun-
dation. Therefore, based on the above discussion, the epistemological assumption of this study is that
research into social actions conducted in authentic situations, cannot be separated from reality
(Creswell, 2014; Saunders et al., 2007). The reality that is being studied, namely how organisations
manage and develop their processes in relation to open service innovation, exists without this research,
so this research forms part of this reality. It is also important to note that research is subjective as it
may vary according to context. Thus, this research’s epistemological assumption is not suitable for a
positivist approach as it is not separate from the participants of the research. Instead, this research
adopts features from relativist ontology and identifies with social constructionism because the re-
search focus is on a large complex situation which increases the understanding and complexity of the
situation. Therefore, this research’s epistemological viewpoint is social constructionism, and its on-

tological ideology is relativism.

3.1.4 Research approach

The research approach, also called the logic of inquiry, refers to a set of procedures for answering the
research question, particularly, ‘what’ and ‘why’ questions (Blaike & Priest, 2019). Flick (2018) ex-
plains that the connection between data collection and analysis as well as between theory and data
need to be considered. The social sciences have developed ways of doing this by using one or a
combinations of four logics: inductive, deductive, retroductive and abductive (Dubois & Gadde,
2002). These four logics provide different ways of answering the research question (Blaike & Priest,
2019). In the following section, four logics are discussed and the reasons given for the abductive

approach used in this study.

In the inductive approach the researcher uses a series of empirical cases to recognise a pattern from
which to make a general statement (Flick, 2018). The inductive approach starts with the collection of
data and then proceeds to generalisation (Blaike & Priest, 2019). The aim is to answer ‘what’ ques-
tions as the inductive approach has less capacity to answer ‘why’ questions (Blaike & Priest, 2019).
In contrast, the deductive approach cannot answer ‘what’ questions but it is used entirely for answer-

ing ‘why’ questions (Blaike & Priest, 2019). The purpose of the deductive approach is to test one or
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more hypotheses and then collect appropriate data. In short, deduction functions as an evaluation of
the hypotheses (Asvoll, 2014). The retroductive approach is used to discover primary mechanisms
that, in particular contexts, explain observed regularities (Blaike & Priest, 2019). ‘The theoretical
frame is a starting point at which retroductive inference can be employed (Meyer & Lunnay, 2012,
3)’. Retroductive refers to the use of creative imagination and analogy to work back from the data to

a casual explanation (Blaike & Priest, 2019).

The abductive approach aims to build theory by using multiple appropriate current theories as inputs
to empirical observation (Dubois & Gadde, 2002). In the abductive approach the researcher examines
how data supports existing theories or hypotheses by modifying or rejecting theory if needed or put-
ting old ideas together in a new way to understand and explain the data (Flick, 2018). In general
abductive is ‘inference to an explanation’ (Mantere & Ketokivi, 2013, 6) '°. The strategy involves
following an iterative circle between theory and empirical data where theory matching guides the
researcher to conclusions (Dubois & Gadde, 2002). In the abductive approach, ‘data and theoretical
ideas are played off against one other in a developmental and creative process’ (Blaike, 2010, 156).
The data is then reinterpreted in light of emerging theoretical ideas. The emerging theory is tested
and refined as the research proceeds (Blaike & Priest, 2019). This dialogue continues until saturation
is achieved when there is adequate data or no additional data to develop a robust and valid under-

standing of the phenomenon under study (Glaser & Strauss, 1970).

This research is exploratory and applies the abductive research approach, resulting in an iterative
circle between theory and empirical data. This study’s iterative approach focuses on the interplay
between data collection and analysis. In contrast, the linear-sequential approach refers to first collect-
ing data and then analysing. The linear sequential approach was not suitable for this study as data was
collected during two years, thus allowing ongoing data analysis to guide the researcher to change or
add new data gathering methods, and to decide which data to collect next and where to find it. Open
service innovation was identified as a complex and unexplored research area and thus data needed to

be gathered from various people from different teams and research methods adopted to build a

13 It should be noted that there are debates about various definitions of the adoption of the abductive research approach

(Flick, 2018; Mantere & Ketokivi, 2011).
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comprehensive picture of the phenomena under study. The abductive approach was therefore suitable

in this study context which is complex and less researched'*.

3.2 Methodological considerations for research strategies

Now that the philosophical stance and research approach have been established, the methodological
consideration most suited to this research can be selected. Methodological consideration is about
forming research activities in ways that are most likely to achieve the research aims (Blaike & Priest,
2019). The objective here is to find a research strategy to explore the development of open service
innovation management and processes in private and public organisations, an area where research has

so far been limited.

Given this objective, several research approaches are possible. To choose a suitable approach, Yin
(2009) explains that a research strategy should be chosen based on the form of the research question,
whether it requires control of behavioural events and whether its focus is on contemporary events.
Yin (2009) provides a useful summary of the complexity of possible conditions and research question
types, as well as how these relate to five common research strategies: experiments, surveys, archival
analyses, history, and case studies. Table 5 indicate these conditions and illustrates how each is related

to the five major research approaches.

14 Other research approaches could be also considered. Grounded theory (GT) is about qualitative research and creating
a theory (Glacer 1967). However, GT research is a many-faceted process and there are many problems involved in the
GT approach, which a researcher needs to consider, such as data is difficult to manage, there are no standards rules to
follow for the identification of categories and researchers are recommended to have prior extensive experience of research
methods (Goldkuhl & Cronholm, 2010). Due to the challengers in GT, Goldkuhl & Cronholm (2010) introduced multi-
grounded theory (MGT). However, Cronholm (2005) explains that MGT’s methodological level lacks details of procedure
and examples. Despite this, the MG or MGT might be suitable, but this study relied on the research approach detailed
justified in Chapter 3, Research Methodology.
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Requires control of  Focuses on
Method Form of research question  behavioural events?  contemporary events?

Experiment how, why? yes yes

who, what, where,

Survey how many, how much?

no yes

: ; who, what, where,
Archival Analysis T gy How: SR no yes/no

History how, why? no no

Case Study how, why? no yes

Table 5 Relevant situations for different research methods (Yin, 2009, 8).

The conditions provided in Table 5 of Yin's (2009) case study comprise the most appropriate form of
data collection. The case study research strategy involves an empirical examination of a specific con-
temporary phenomenon within its real-life context, using various sources of evidence (Yin, 2009).
Case studies are particularly well suited for an in-depth examination of contemporary phenomenon
and to answer how and why questions (Yin, 2009). This research focuses on understanding how or-
ganisations manage and develop their open service innovation processes and centres on the contem-
porary phenomenon: how organisations are currently developing open service innovation and which

possible changes might be observed over time.

3.2.1 Case study approach

A case study can be defined as an empirical inquiry to investigate a contemporary phenomenon within
its real-life context, particularly when the boundaries between the phenomenon and context are not
obvious (Yin, 2009). Nonetheless, it has also been criticised for its lack of precision, quantification,
objectivity, and rigour (Yin, 2009). A frequent criticism of case study research is that findings might
be inadequate for generalisations (Yin, 2009). However, this criticism can be challenged by under-
standing the strengths and weaknesses of the case study approach by evaluating each case in terms of
appropriateness in the generation of theory. The purpose of a case study is not to generalise statistical
results from a sample to a population (Bryman & Buchanan, 2018). Instead, the purpose is to stimulate
patterns and connections of theoretical importance for theory generation as well as to gain an in-depth
understanding of a complex phenomenon and then construct a framework or model from the case

results (Bryman & Buchanan, 2018).
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There are no generally accepted criteria in the literature that outline how many case studies should be
conducted as part of an exploratory research project. However, multiple case designs are viewed as
superior to a single case design in most circumstances. Single case designs tend to be limited com-
pared to multiple case; therefore, it is useful to have two or more cases in order to achieve replication
(Miles & Huberman, 2014; Yin, 2009). On the other hand, a single case can also be adequate if the
case material is sufficiently generic or if findings are unique or efficient in other ways (Pettigrew,
1990). Saunders et al. (2007) explain that a single case is frequently used when it represents a critical
case or an extreme/exclusive case. Equally, a single case may be selected if it is typical or provides

an opportunity to observe a phenomenon that has been researched in the past (Saunders et al., 2007).

In comparison, the multiple case-study approach enables results to be contrasted and data to be ana-
lysed both within each situation and across various situations (Yin, 2009). Furthermore, multiple
cases can provide extensions to the emerging theory. The rationale for using multiple cases focuses
on whether findings can be replicated across cases; therefore, cases need to be chosen carefully
(Saunders et al., 2007). Overall, to judge a case study solely based on the number of cases can be
misleading (Yin, 2009) because case studies should be evaluated in terms of the suitability of the

theoretical inferences that can be generated.

This study uses multiple cases in its research strategy. The intention is to compare private and public
organisations in the development of open service innovation processes in order to reveal similarities
and differences among cases to address the knowledge gap relating to whether open approaches to
service innovation differ between large private and public sector organisations. Each case is initially
analysed as a single case on its own and then compared with the initial conceptual framework (see
Figure 3). As acknowledged in the literature review, research into open service innovation is limited;
therefore, this study intends to conceptualise open service innovation using replication logic, where
each case stands on its own as an analytical unit (Eisenhardt & Graebner, 2007). Theory emerges
from case study data in the sense that it is developed by recognising patterns of relationships among
constructs within and across cases and their logical arguments (Saunders et al., 2007). Essential to
building theories from case studies is repetition logic (Eisenhardt & Graebner, 2007). Each case must
be selected based on the expectation that it either predicts a similar result, ‘literal replication’, or
contrasts results, ‘theoretical replication’ (Yin, 2009). In this research, the case studies reflect the
initial open service innovation framework and where the results contradict the framework, the frame-
work is adjusted to account for these differences. This study’s multiple-case strategy is illustrated in

Figure 5.
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Figure 5 Multiple case study approach (Adopted from Yin 2009, 57).

Figure 5 shows that the initial steps in designing the case study consisted of theory development with
case selection and the definition of specific measures constituting essential steps in the design and
data collection process (Yin, 2009). Each step shows how and why a particular case was established,
and cross-case analysis was used to indicate the extent of the replication logic or why any cases

demonstrated conflicting results (Yin, 2009).

3.2.2 Selection criteria for case studies

Having discussed the study approach, the selection criteria for case studies is now introduced. Prior

to data collection, a set of selection criteria needs to be defined for suitable cases (Yin, 2009). The
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selection of cases for this study followed Pettigrew's (1990) recommendation to select cases that are
likely to describe the phenomenon under consideration. Eisenhardt (1989) stresses the importance of
theoretical sampling and emphasises the need for a selection of cases that are likely to replicate pre-
vious cases or extend emerging theory. Pettigrew (1990) describes that, given the limited number of
cases which can typically be studied, it is important to choose cases in which the phenomenon of

interest is observable. The following three selection criteria were used to select the cases in this study:

1. Organisations based in a country with a strong National Innovation System and strong inno-
vation performance, where the service sector is a dominant constituent of the GDP.

2. Public and private organisations where customer-centricity is important and where open ser-
vice innovation processes are being developed and have been deployed.

3. Organisations that can provide excellent access to data collection over an extended time pe-
riod to capture data which demonstrate the full cycle of the management, development and

deployment of open service innovation.

Based on these criteria, three well-established service organisations from Finland were selected to
which the researcher had access: Finnish Tax Administration, Keva (the largest public-sector pension
provider in Finland) and K-Group (a large trading company). An overview of these organisations is

given in Table 6 and introduced in more detail in the data analysis in Chapter 4 (see 4.1, 4.2 and 4.3).

K Group Keva Tax Administration
Business area | The grocery trade as well as  Pensions provider of public  Collects taxes in Finland.
the building, technical and sector and provides related
car trades. working life services to
employers in the public
sector.
Number of 5 550 5000
employees
Governance | Board of directors of a listed Independent body governed Steered by the Ministry of
company. by public law and Finance.
supervised by the Ministry
of Finance.

Location | Headquarters are based in Headquarters are based in Headquarters are based in
Helsinki. Ten small offices ~ Helsinki. No other offices in Helsinki. Over 100 local tax
in Finland and 1,800 stores Finland despite the fact that offices in Finland.
in seven countries from their customers are all over
which more than half are in Finland.
run by local K-retailer
entrepreneur.

Table 6 The overview of case organisations.
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Finland was selected for the following reasons. It is one of the leading countries in innovation per-
formance, as measured annually by the European Union’s comparative analysis of innovation perfor-
mance in EU countries and other European countries (European Innovation Scoreboard, 2020), an
analysis which assesses the strengths and weaknesses of NIS and also helps countries to identify the
areas (RIS) they need to address. In 2021, Finland was ranked second in this analysis. In addition, the
Bloomberg Innovation Index rates Finland as the seventh most innovative country in the world
(Bloomberg, 2021). Furthermore, the World Economic Forum has ranked Finland 7th out of 131
countries in terms of global innovation capability (World Economic Forum, 2021), and the Finnish
government itself, has been actively involved in designing innovation systems (Fagerberg et al., 2005).
Finland is therefore a country with a solid NIS where there is a favourable innovation approach for

organisations.

Services play a key role in the Finnish economy and more than 70% of jobs are in the service sector
(Statistic Finland, 2021). Finland has managed to generate service innovations to facilitate positive
economic development (Statistic Finland, 2021; Toivonen, 2007). Fagerberg et al. (2005) and Toivo-
nen (2007) explain that services play an important role in the Finnish national and regional innovation
systems. Accordingly, the integration of innovation in services is significant in Finland. Given this
evidence of the high level of service innovation and of the favourable approach towards innovation
as a country, Finland, and specifically organisations with headquarters based in the capital, Helsinki,

were selected as the sources of evidence for this research.

The researcher of this thesis is Finnish. Hence, for operational reasons it was convenient to collect
data where the culture and language were familiar to the researcher. Furthermore, the researcher had
prior experience preparing and carrying out research projects with Finnish private and public sector
organisations. The researcher’s background enabled trust on the part of the case study organisations

to permit extensive access to the case organisations.

Once the country of Finland and region of Helsinki had been chosen, the process of finding suitable
organisations was undertaken in three phases. In the first phase, the researcher carefully selected an
initial list of 15 organisations from which eight most suitable organisations were chosen (according
to the three selection criteria mentioned earlier, see Section 3.2.2) after meetings with personnel. In
the second phase, the researcher conducted exploratory interviews mainly with managers of the se-
lected organisations over a three-month period, and then chose four organisations most suited to the
research. In the third phase, data was gathered from the four chosen organisations for a further six

months, at which point the researcher narrowed down to three case-study organisations as these
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demonstrated the keenest interest in managing and developing their open service innovation processes.
However, they also found the design of processes for managing, developing and implementing open
innovation for new services extremely challenging. Overall, these final three organisations offered

excellent access to the needed data and the remaining data was then collected over a two-year period.

The researcher’s initial interviews with managers in the selected case organisations identified a strong
interest in open service innovation and revealed the main research problem regarding open innovation
in services, namely, that the management teams in private and public sector case study organisations
find open service innovation management, processes and implementation complex and challenging.
The organisations lacked the underpinning knowledge to support and guide their open service inno-
vation development processes. The literature review had also confirmed the lack of research that
could be used to provide this foundational knowledge on open service innovation. The identification
of the phenomenon under investigation in the study was refined during the two years of data collec-
tion, based on the main interests and challenges of the case study organisations as well as continuous
review of updated literature about the research context and knowledge gaps. The identification of the
research subject and selection of suitable case studies were in line with Blaike and Priest (2019), who
state that a research design is likely to involve many iterations, being a cyclical rather than a linear

process.

3.2.3 Time horizon

The outcome of this research intends to provide understanding of how organisations manage and
develop their processes to open service innovation over time to illustrate what the situation was at the
beginning, during and at the end of data gathering; therefore, a longitudinal real-time research time
frame was chosen. Longitudinal study can provide a detailed view of patterns and how they evolve
over time (Leonard-Barton, 1990). Using data captured over a certain period of time allows observa-
tion of multiple data sources, and depicts how the research topic is developed, implemented or
changed over time in organisations (Leonard-Barton, 1990). While there was no purposeful collection
of retrospective data in the present study, some secondary data provided information from the past,
such as organisational strategy and internal processes, which were established before data collection.
Furthermore, during data gathering it was quite natural that personnel also sometimes discussed the

past in order to reflect on changes in comparison to current and future plans.
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The focus of this study was on the bigger picture from the management perspective exploring the
operational details. The emphasis of this study was not on open service innovation in one project or
one team in the organisation. This study included multidisciplinary participants and researched their
behaviour, work content and organisation of work in relation to open service innovation. The research
focused on how open service innovation is managed, how processes are developed and what the en-
ablers are for open service innovation in public and private sector organisations. Furthermore, the
research explored the differences between the approaches used in the private and public sector service
organisations. Open service innovation was internally developed through present and future strategic
actions which continuously evolve in organisational development. Therefore, a longitudinal study
provided a detailed understanding of open service innovation and how it evolved over time (Leonard-

Barton, 1990).

Data collection was undertaken between January 2018 to January 2020, a sufficiently long period to
allow the development of the case organisations’ processes to open service innovation to be fully
explored. During the data collection period, each case organisation was visited approximately once a
month. The data was collected during several meetings with personnel, following Yin' s (2009) rec-
ommendation that case studies should typically be based on a variety of data sources providing em-
pirical descriptions of a phenomenon. Table 7 summarises data collection intensity and regularity in
the case organisations. The data was collected until no additional elaboration of emerging themes
occurred, or, in other words, until theoretical saturation was reached (Blaike & Priest, 2019). Each

case organisation's more detailed data collection timetable can be found in Appendix 1.

Number of people  Hours spent in onsite Number of

Case study participating data collection (hr) meetings
K Group 23 66.5 26
Keva 18 67 21
Tax Administration 51 76 24

Table 7 Data collection overview.

The longitudinal real-time case study approach provided the prospect of using multiple data sources,
although the procedures for collecting multiple data sources needed to be developed and mastered
independently to ensure each source was properly used (Yin, 2009). The following section introduces

the various sources or data evidence used in this study.
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3.2.4 Sources of data

Case study evidence can come from several sources (Yin, 2009) and theory-building research in par-
ticular typically tends to combine multiple data collection methods (Eisenhardt, 1989a). This research
is designed to provide access to the necessary breadth of empirical data to investigate how organisa-
tions develop their processes of open service innovation over time. Data collection from multiple
sources provides many views of the same phenomenon (Denzin, 1989); for case studies, various

sources of evidence may be used, each with their strengths and weaknesses (see Table 8).

Source of Evidence Weaknesses

Strengths

Documentation

Archival records

Interviews

Direct observations

Participant
observation

Physical artefacts

- Stable; can be reviewed repeatedly

- Unobtrusive; not created as a result of
the case study

- Exact; contains exact names,
references, and details of an event

- Broad coverage; a long span of time,
many events, and many settings

- Same as those for documentation

- Precise and usually quantitative

- Targeted; focuses directly on case
study topics

- Insightful; provides perceived causal
inferences and explanations

- Reality; covers events in real-time

- Contextual; covers context of "case"

- Same as above for direct observations

- Insightful into interpersonal behaviour
and motives

- Insightful into cultural features

- Insightful into technical operations

- Retrievability; can be difficult to find

- Biased selectivity; if a collection is
incomplete

- Reporting bias; reflects the (unknown)
bias of the author

- Access; may be deliberately withheld

- Same as those for documentation

- Accessibility due to privacy reasons

- Bias due to poorly articulated
questions

- Response bias
- Inaccuracies due to poor recall

- Reflexivity; interviewee gives what
interviewer wants to hear

- Time-consuming

- Selectivity; broad coverage difficult
without a team of observers

- Same as above for direct observations

- Bias due to participant; observer's
manipulation of events

- Selectivity
- Availability

Table 8 Six Sources of Evidence: Strengths and Weaknesses (Adopted from Yin, 2009).
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Each type of data reveals a different aspect of the same phenomenon, while multiple data sources
moderate bias and increase accuracy and validity. This study used three data sources: interviews and
observation which constituted the primary data source, and documentation which comprised a sec-

ondary source to ensure a triangulated approach, as discussed below.

3.2.5 Triangulated data

A triangulated approach was adopted in this study to counter any potential bias from a single data
source (Denzin, 1989) and to develop a holistic picture of open service innovation development. Tri-
angulation refers to the use of different data collection techniques and types of data within one study
to confirm that the data says what a researcher thinks it is expressing (Saunders et al., 2007) and, in
addition, provides a breadth of information (Pettigrew, 1990). Table 9 presents the source and type
of qualitative data chosen in this study. The interviews, observation and documentation together pro-
vide a holistic perspective of the phenomenon being researched, with each source of data revealing a

different aspect of the same phenomenon.

Source of data Type of data

Interviews Semi-structured individual and group interviews

Observations Observations at meetings, workshops, training sessions
and other non-formal social situations

Documentation Reports, blogs, PowerPoint presentations, job adverts, social media posts,
web pages, minutes of meetings and strategy papers

Table 9 Multiple data sources (Adapted from Yin, 2009).

3.2.6 Individuals under the study

The research involved decisions about how to collect data from a number of individuals. The re-
searcher had a choice between attempting to study all the individuals who met certain criteria or
selecting a sample from among those individuals (Blaike & Priest, 2019). The individuals who were
the subjects of this study were carefully selected prior to the start of the research during meetings
discussing the nature of the study with the target individuals in the case study organisations. The
purpose of the discussions was to explain the focus of the research to the case study organisations,
establish where to find the information needed and identify the individuals meeting the needs of the

study. Furthermore, the discussions allowed the case study organisations to understand the benefits
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of being part of the research and to strengthen their commitment to sharing their knowledge with the
researcher of this study. The meetings were held two or three times a year to make sure that the right
people were being interviewed and observed. In addition, at the end of the interviews, the researcher
asked if there were any additional people who should be involved in the study. Individuals involved
in the study were multidisciplinary people whose work was related to open service innovation. The
research focused on various individuals from different teams, including their work behaviour, con-

tent, processes and organisation.

Individuals’ anonymity was considered in line with Yin (2009) who explains that anonymity issues
can arise at two levels with cases and individuals within cases. Accordingly, individual names and
specific work roles are anonymised throughout this study. Not revealing names or exact work roles
created an open environment in which the researcher could gain the trust of the personnel, allowing
open dialogue. As a result of the anonymity, the individuals who were selected to be part of the study
were pleased to participate in interviews and to be observed by the researcher. However, extensive
anonymity, allowing the case study organisations and their components to be systematically con-
verted from their real identities, is not considered to be a desirable choice (Yin, 2009). Hence, the
case study organisations are introduced with their real names along with accurate information about

their background and context (see Section 4.1, 4.2, 4.3).

In this study, 92 people participated in the interviews and observation sessions. Table 10 categorises
the individuals’ roles based on their work seniority. The table introduces a general overview of all
the case studies without identifying a specific role or work task in the organisations because the indi-

viduals were assured anonymity.

Level of seniority ~ Number of people

Director 20
Manager 51
Employee 21
TOTAL 92

Table 10 The level of seniority of people who participated in the data collection.
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3.2.7 Interviews

Interviews can help to gather valid and reliable data that are relevant to the research questions and
the research objectives (Saunders et al., 2007). Qualitative research interviews attempt to understand
the world from the subject’s perspective, and they do not result in scientific explanations (Brinkmann
& Kvale, 2015). The principle in interviews is to ask purposeful questions and to listen carefully to
the answers to be able to explore them further (Saunders et al., 2007). The researcher introduces the
interview topic and critically follows up on the answers, thereby refining or formulating the research
question and objectives (Brinkmann & Kvale, 2015; Saunders et al., 2007). Interviews, as a source
of evidence, have the potential to provide rich and highly insightful material (Robson, 2011). Inter-

views are an essential source of case study information (Yin, 2009).

The research interview is a general term for several types of interviews. The nature of the interview
should be consistent with the research question(s) and objective(s), the purpose of the research and
the research strategy that is adopted (Saunders et al., 2007). A commonly used interview typology
distinguishes between structured, semi-structured and unstructured interviews (Robson, 2011). The
structured format is highly formalised, and standardised questions are used for each research partici-
pant (Robson, 2011). Less structured approaches allow interviewees more flexible responses (Robson,

2011).

The primary data in this study was procured via semi-structured interviews. In semi-structured inter-
views, the researcher has a list of themes and key questions to be covered, although their use might
vary across interviews (Saunders et al., 2007). The researcher may ignore some questions, depending
on the explicit context of the particular organisational setting (Saunders et al., 2007). The semi-struc-
tured approach adopted in this study allowed the researcher to ask follow-up questions and to enquire
about emerging topics during the interviews. This approach was particularly helpful because previous
research into the phenomenon was very limited. The semi-structured approach enabled unexpected
themes connected to open service innovation to arise from the interviews. The order of the questions
was modified based on the flow of the interview and the work profile of the person being interviewed
(Saunders et al., 2007). Furthermore, unplanned questions were asked to follow up on what the inter-
viewee had said (Robson, 2011). Occasionally, the interviews took place over extended periods to
enable key people to be interviewed more than once during the data gathering process. Some inter-

viewees also suggested other personnel, who were later also interviewed.
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In addition to individual interviews, group interviews (‘focus groups’) were also conducted (Robson,
2011). ‘A group interview can be defined as an in-depth, open-ended group discussion of 1- to 2-hour
duration that explores a specific set of issues on a predefined and limited topic. Such groups consist
typically of between five to eight participants and are convened under the guidance of a facilitator’
(Robinson, 1999, 905). As the interviewer, the researcher’s role is to allow open discussion to flow
but also to stay on topic by maintaining the semi-structured organisation of the questions. Researchers
can make sure that all participants can express their opinions and that some participants are not overly
dominant (Robinson, 1999; Robson, 2011). The interview themes and the questions from the individ-

ual and group interviews are presented in Appendix 2.

The group interviews brought together multidisciplinary people involved with open service innova-
tion. Open service innovation is complex, and within organisations, personnel from different depart-
ments are involved. Therefore, group interviews were performed to bring these people together. This
process created heterogeneous groups, which stimulated and enriched the discussion and allowed
other group members to look at topics from different angles. The inclusion of people with a variety
of work roles enabled the group interview to include multifaceted dimensions that are not accessible
in individual interviews (Robinson, 1999). In line with the advice of Robinson (1999), during group
interviews, the researcher was assisted by people who recorded the events and took notes. The pur-
pose of having assistance was that it allowed the researcher to concentrate fully on the demands of
group facilitation, as outlined in Table 11 where the advantages and disadvantages of the group in-

terview approach are described.
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Advantages

Disadvantages

Efficient technique for qualitative data collection
since the amount and range of data is increased by
collecting from several people at the same time.

Natural quality controls on data collection operate;
for example, participants tend to provide checks
and balances for each other, and extreme views
tend to be 'weeded out'.

Group dynamics help in focusing on the most
important topics, and it is reasonably easy to assess
the extent to which there is a consistent and shared
view as well as in generating more critical
comments.

Participants tend to enjoy the experience in a
natural and more relaxed setting.

Participants are empowered and able to make
comments in their own words while being
stimulated by the thoughts and comments of others
in the group. Contributions from people who are
reluctant to be interviewed on their own, feel they
have nothing to say or who may not usually
participate in surveys can be encouraged.

The number of questions covered may be limited
as the response time will vary between
participants.

Facilitating the group process requires expertise.
Preferably two people should manage the process,
one to facilitate the discussion and the other to take
notes and record the event.

The interview process needs to be well managed so
that the less articulate can share their views,
extreme views are tempered, and bias caused by
the domination of the group by one or two people
is reduced.

Confidentiality can be a problem between
participants when interacting in a group situation.

The results cannot be generalised as they cannot be
regarded as representative of the wider population.

Table 11 Advantages and disadvantages of group interviews (Adopted from Robinson, 1999).

All interviews were conducted in Finnish, recorded and subsequently transcribed. Individual inter-
views lasted between 30 minutes and 1.5 hours, and group interviews lasted between one and two
hours. All the participants openly discussed the research phenomenon with the researcher and allowed
the researcher to observe them. They became used to the researcher being present, and having their
discussions captured as direct quotes. As already noted, all interviewees were promised anonymity to

encourage open dialogue (see 3.2.6).

3.2.8 Observation

Observation was used to generate additional information in this research because case studies took
place in natural settings that created opportunities for gathering data. Observation is useful in provid-
ing additional information about the topic being studied (Yin, 2009). A significant advantage of ob-
servation is that there is no need to ask about views, feelings or attitudes because the researcher can
personally observe the situation. The disadvantage of observation is that a researcher might affect the
situation under observation. However, there are some tactics that reduce this possibility; for example,

the researcher can ensure that those who are being observed are unaware of it (Robson, 2011). This
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study used direct observation, where information was gathered during passive observation, as well

as participant observation, where the researcher was not just a passive observer.

In this study, the researcher observed case organisations for two years by visiting their workplaces
about once a month and by participating in workshops and training sessions outside of the organisa-
tions in Finland and overseas (UK and Netherlands). Data was captured by note-taking and, during
workshops, by taking pictures of post-it boards and of other materials (see Appendix 3). The individ-
uals who were the objects of observation were key people in relation to open service innovation. Most
of them also participated in the interviews. Many others, mostly top or senior management such as

the director-general, the CEO, and the CIO were observed but not interviewed.

The researcher became familiar with the case organisation personnel as there were several opportu-
nities to meet them. This meant that the personnel became accustomed to having the researcher pre-
sent. During data collection, the researcher created an environment of trust where all issues could be
discussed openly. This resulted in an atmosphere where the researcher could freely observe the per-
sonnel of the case organisations in meetings, workshops, events and training sessions. It was also
possible to observe personnel during informal situations, such as coffee and lunch breaks or during
dinners. The observation was less structured in informal situations where the researcher made notes
afterwards. The researcher was aware of the risk of manipulating or guiding conversations. Therefore,
the researcher aimed to remain as passive an observer as possible (Yin, 2009). Furthermore, the re-
searcher was mindful of the observer role and of not identifying with the group being investigated

(Yin, 2009).

One of the workshops took place over three days. The challenge of the three-day workshop for the
researcher was the need to capture all the data from all 30 participants. Consequently, during this
three-day workshop, the researcher asked two other experienced researchers to take notes. The two
people involved worked in universities and possessed over 20 years of research experience. Their
roles were note-taking and observing people in the workshop. The purpose was to ensure sufficient
time to observe phenomenon in big groups. This would have been challenging for an individual re-
searcher. This study followed the recommendation of Yin (2009) against biased participants, i.e. ob-
servers having a reduced ability to work appropriately as external observers. Therefore, there was a

need for the assistance of two experienced researchers to help at the three-day workshop.

79



Chapter 3 - Research methodology

3.2.9 Documentation

Documentation also formed part of the data. Documentary information is often relevant in case study
research and should be an object of an explicit data collection plan (Yin, 2009). Documentation can
consist of various types of information: agendas, minutes of meetings, blogs, written reports, internal
records, news clippings and articles. Documents can also be available online. Documents can provide
specific corporate details. If the documentary evidence contradicts the other evidence, a researcher
needs to enquire further about the topic. Overall, documentation can be used as material to provide
supporting information or to identify information that requires further investigation. However, there
can be negative aspects to the use of documentation; for instance, documentation can be misleading
when the researcher does not understand its purpose or why a particular document was written (Yin,

2009).

This study gathered organisational strategy reports and various other key internal documents directly
from the organisations. In addition, various publicly accessible on-line sources including blogs and
web news feeds were used. Social media (specifically LinkedIn and Twitter) was also used as a source
of data for all three organisations. Furthermore, during interviews, to illustrate topics under discussion,
personnel sometimes showed the researcher internal plans and presentations. In these cases, the re-
searcher requested this material via email to have the opportunity to review it later. Personnel were
always very willing to share material requested by the researcher. Documentary information was in
line with interview and observation findings. The volume of documentary information was 172 pages.

Some documents were publicly available, and some were only for case organisations’ internal use.

Overall, interviews, observations and documentation were used as data sources to obtain information
concerning the complex phenomenon under investigation over two years. Appendices 1 and 2 provide
more detail about the data collection timetable and interview questions. The following section shows

how these rich sources of case study evidence were analysed.

3.2.10 Data analysis

Analysis of case study evidence is a rigorous process, which is explained in this section. The data
analysis for this study was an iterative process, beginning with the early analysis of cases and contin-
uing throughout the data collection process. Data collection is important during early analysis by
virtue of its aim to recognise bias and to provide an accurate research direction. Interim analysis may

provide the basis for improved data collection (Eisenhardt, 1989; Miles & Huberman, 2014). The
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analysis of case study evidence needs a strategy to create a story from the data (Yin, 2009). This
strategy helps the researcher to treat the evidence fairly, produce analytical conclusions and eliminate

manipulation (Yin, 2009).

The data coding strategy for this study was based on a theoretical proposition (Richards, 2015). Data
coding was performed in three phases (Richards, 2015), as illustrated in Figure 3. First, topic coding,
using theoretical propositions (phase A) and the initial conceptual framework (see Figure 3) topics
(phase B) was employed to categorise data. Second, analytical coding (phase C) was used to review
the coded data for any new topics and to identify enablers and barriers (Miles & Huberman, 2014).
Third, a final phase of cross-case analysis (phase D) was used to understand the differences and sim-
ilarities among the cases. Figure 6 depicts the research phases. Appendix 3 illustrates the overall

research process from raw data to research findings.

L]
: PHASE A Theoretical propositions guides the initial coding

* Open innovation « Service innovation
* Co-creation * Other repeating subjects

PHASE B Conceptual framework guide the coding

Research context

Value creation Value capture
Topic coding :
: Open service
: Customer . P .
; . — Co-creation » innovation
: centricity
: outcomes
Customer
: collaboration
Other stakeholder
: collaboration
Public sector Private sector
v
Analytical PHASE C Review and refine the coded data to see if any new
coding : topics arise, identify enablers and barriers
v
Cross-case ' PHASE D Examination of themes, differences and similarities across cases

analysis

Figure 6 Research data analysis phases.
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The first phase of analysing data, topic coding, generates new ideas and gathers material by topic
(Richards, 2015). All the text from one topic guides the initial coding (Yin, 2009). This dominates
the early phase of research because it requires relatively little understanding of the situation. In this
research, specific words were found in the text or identified in sections of the data related to the topic
(i.e. open innovation, co-creation, and service innovation), and gathered together with other repeating
topics. Following an automated word search, the data was labelled by topic (phase A). Then, the
material was reviewed according to the initial conceptual framework (Figure 3) with key elements
drawn from the literature. The aim was to find meaningful data based on the initial conceptual frame-
work. The purpose was to consider the meaning of the context (phase B) (Richards, 2015; Saunders

et al., 2007). Topic coding examples are shown in Appendix 4.

The next phase of data analysis was analytical coding (phase C). The purpose is to review the data
by getting closer to the world of the text and revisiting its context, thereby creating new topics if
needed. Reviewing the material allows a critical examination of the topics and, if needed, an expan-
sion of the topics. The analytical coding may introduce key themes and patterns or relationships,
which might lead to the rearrangement of data. This is a critical phase as it might lead to a broader
understanding of the topics, their similarities and their differences. In analytical coding, topics are
reconsidered, and, as a result, new topics may be added to the coding. The purpose of analytical
coding is to gather material in order to review and refine the coded data and to create new topics
(Richards, 2015; Saunders et al., 2007). In analytical coding, a researcher creates topics for the new
ideas and concepts found in the data. Appendix 5 shows examples of analytical coding used in this

research. This study sought to identify enablers and their barriers.

The final step of data analysis was a cross-case analysis which examined themes, differences and
similarities across the cases (Miles & Huberman, 2014). The comparison of cases highlighted com-
mon issues and central themes (Richards, 2015). One objective of studying multiple cases is to in-
crease generalisability. Cross-case analysis allows the observation of processes and outcomes across
many cases and thus the development of more refined descriptions and prevailing explanations (Miles
& Huberman, 2014). Glaser and Strauss (1970) explain that the fundamental reason for cross-case
analysis is to deepen understanding and explanation. The researcher’s aim in cross-case data analysis
is to identify the differences and similarities between cases and to find reasons for different conditions.
This process enables the determination of whether patterns identified in one case match those of other
cases. In this research, cross-case analysis led to the re-consideration of the initial conceptual based

on reflections from the case study results.
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3.2.11 Assessing the quality of research design

The design and the quality of research can be assessed using four criteria (Yin, 2009): validity, inter-
nal validity, external validity, and reliability, all of which needed to be defined and considered in this
study. Yin (2009) introduces strategies aimed at strengthening and designing case study research to
ensure quality based on these criteria. In the following section, each criterion is defined, and a de-

scription of how it contributes to the quality of this research is provided.

Construct validity refers to considerations of the extent to which correct operational measures are
used for the concepts being studied (Yin, 2009). Yin (2009) proposes three tactics. The first is the use
of multiple sources of evidence in data collection. The second is the establishment of a chain of evi-
dence while collecting data. The third tactic is to have key informants review draft case study reports.
Accordingly, multiple sources of evidence were used, i.e. interviews, observation and documentation,
in order to perform data triangulation. Moreover, the chain of evidence was sustained by cross-refer-
encing the methodological procedures. The case study draft results were reviewed by key informants
in this study. In each case, the draft results of the research on the organisation were sent by email,
and two internal events were held in each case organisation to present the results. During these events,
the results were openly discussed among personnel, allowing the researcher to gain additional insights
and to strengthen the construct validity. The participants in these events were top and senior manage-
ment, key informants and other personnel. Between 5 and 200 participants were involved in these

events. The events lasted between 1 and 1.5 hours.

Internal validity is relevant mainly in explanatory or causal studies rather than in exploratory studies
(Yin, 2009). It refers to a convincing demonstration that certain conditions result from some action
or earlier occurrence and that a causal relationship can be established. Yin (2009) introduces tactics
for case studies to acknowledge internal validity through data collection, pattern matching, explana-
tion building, addressing rival explanations and the use of logic models. This research does not at-
tempt to establish the internal validity of causal explanations, and therefore, the concept of internal
validity is less relevant for this study (Yin, 2009). However, this research collected rich qualitative
data, which may contribute to a future explanation of a theory-building approach. Nevertheless, a
comparative analysis was done on the interview data by identifying similarities and differences

among the evidence provided by interviewees.

External validity deals with the problem of knowing whether the research findings are generalisable

outside the immediate study (Yin, 2009), for instance, if results are applicable in different locations.
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This has been a barrier in case studies, with single case studies being considered to offer a poor basis
for generalising results. Critics make implicit comparisons with surveys where research relies on sta-
tistical generalisation and in which a sample is intended to generalise to a larger universe. Instead,
case studies generally rely on analytical generalisations, in which results are generalised to a broader
theory. Rather than trying to attain statistical generalisation, case studies mostly seek the generalisa-
tion of their results by replicating their findings. To improve external validity, Yin (2009) suggests
the replication of logic, whereby the theory is tested by replicating the findings in other cases where
the same results should occur. In this study, to address the issues of external validity, rich data was
provided by three cases. Each case was analysed separately, and then cross-case analysis was con-

ducted in order to explore the differences and similarities among the cases.

The aim of reliability is to minimise the errors and biases in a study. The aim is that the same study
can be conducted again by another researcher who will arrive at the same findings and conclusions.
Therefore, there is a need to document the procedures in detail. Careful documentation allows a re-
searcher or others to repeat the same research and strengthen reliability among external reviewers.
Therefore, this chapter outlines, in detail, the case study protocol followed in this study. Furthermore,
coding reliability in the case study data analysis is described in detail, aimed at consistency of quali-
tative coding (Richards, 2015). In this study, in the first phase of grouping, the researcher was quite
generous with topic categories, aware that, in a later phase, there would be the possibility of revising
and removing topics. The researcher continuously and critically monitored what was coded and why,
as well as any new meaningful and relevant themes arising. The data analysis for each case study was

reviewed by the case study organisation to validate the results and to gain further information.

3.2.12 Ethical considerations

Ethical concerns emerge when researchers design and plan research, seek access to organisations and
individuals, as well as collect, analyse, manage and report data (Saunders et al., 2007). In research,
ethical considerations refer to the standards that guide researcher behaviour in relation to the rights
of those who become the topic of a study or are affected by it (Saunders et al., 2007). Based on the
recommendations of Easterby-Smith et al. (2012), the following fundamental principles of research

ethics were taken into account:

e Ensuring that no harm comes to participants

e Ensuring the fully informed consent of research participants
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e Protecting the privacy of the research topic

e Ensuring the confidentiality of the research data

e Protecting the anonymity of individuals and organisations

e Honesty and transparency in communicating about the research

o Avoidance of any misleading or false reporting of the research findings

This study obtained deep insights from each case study organisation. The participants openly revealed
information about their organisations. Therefore, the identity of the participants had to remain con-
cealed and this study does not provide detailed profiles of the interviewees. The purpose is to ensure
that no harm is caused to participants and that their privacy and anonymity are protected. Any mis-
leading or incorrect reporting of research findings is avoided. Thus, the detailed research methodol-
ogy and processes in this study were based on established philosophical foundations that relied on

honesty and transparency.

3.2.13 Chapter summary

This chapter explained the methodology linking the research questions to the research design, data
collection, analysis and findings. It introduced the philosophical approach and how case study evi-
dence was collected from multiple data sources. The purpose of using case studies (Yin, 2009) for
this research was to provide rich contextual evidence combined with the theoretical concepts, which
were introduced in the initial research literature-based open service innovation framework. Cross-
case data analysis aimed to identify the differences and similarities between the cases in private and
public sector organisations. The research methodology followed a linear but iterative process of con-
ducting research while simultaneously acknowledging the strengths and limitations of case study re-

search.

Different research strategies were evaluated, and the rationale for longitudinal research (Leonard-
Barton, 1990), involving the collection of data suitable for triangulation (Denzin, 1989), was justified
as the most appropriate approach for identifying the breadth of information needed. Furthermore, an
abductive approach was adopted because the context of this study was complex and under-researched
(Dubois & Gadde, 2002). The coding strategy was based on theoretical propositions identified in the
literature. The researcher of this study followed specific procedures while researching to ensure qual-
ity control. The research was conducted in a rigorous and socially aware manner, enabling the col-

lection of high-quality data which were rigorously analysed.
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The next chapter presents analyses the findings from the three cases (one private and two public
organisations). The results of the analysis informed the revised open service innovation framework
to enhance understanding of the activities and behaviours of organisations in conditions in which they

manage and develop processes for open service innovation.
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4 Case Studies

This chapter provides an analysis of the data gathered from the one large private sector organisation,
K-Group, and the two public sector organisations, Keva and the Finnish Tax Administration. Each
case is introduced with background information, an explanation of how individuals in the case organ-
isations were chosen to participate in the study, as well as an overview of their open service innova-
tion development processes. The processes used in the capturing and analysis of the case study evi-
dence are explained in section 3.2.10 (see Appendices 1-5 for more detail). Figure 7 below shows
how the data (interviews, observations, documents) was analysed in relation to the open service in-
novation framework (Figure 3). First, data analysis was conducted to produce single case reports.

Second, cross-case analysis was performed. Third, based on the case study research findings, a re-

vised conceptual open service innovation framework was introduced (see Appendix 3).

Interview Observation Documentary
Y
Data analysis
PHASE A l
Theoretical propositions guide the
initial coding .
Topic coding Single case report
PHASEB | &
Conceptual framework guide the coding K GrOLlp
PHASEC 1 ey
Analytical Review and refine the coded data to see Keva
coding if any new subjects arise, identify
enablers and barries | |
: Tax Administration :
PHASE D FE PR UUPR PPN :
CrOSS'C?SC Examine themes, differences and
analysis similarities across cases l

Cross-case analysis

Revised conceptual open service innovation framework

Figure 7 From case studies data to research findings.
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4.1 K-Group

K-Group is a Finnish listed trading company, established in 1940. Its divisions and chains act in close
cooperation with retail entrepreneurs and other partners. K-Group has approximately 1,800 stores in
seven countries: Finland, Sweden, Norway, Estonia, Latvia, Lithuania, Poland and Belarus. More
than half of their stores are run by local K-retailer entrepreneurs. Their headquarter are based in Hel-
sinki where about 1,800 people work. They also have three other smaller offices in Helsinki and seven
offices in different cities across Finland. Each of these smaller offices offer jobs for between 10 and
40 people in Finland. The group is the biggest trading sector operator in Finland and one of the biggest
in Northern Europe, employing some 45,000 people. The total sales were €13 billion in 2018. The
core of K-Group’s strategy is profitable growth in three strategic areas: the grocery trade, build-
ing/technical trade and car trade. They aim to differentiate themselves from competitors by empha-
sising quality and strong customer orientation. K-Group aims to be the quality leader in the European
trading sector. Its mission is to create welfare responsibly for stakeholders and for all of society. K-
Group wants to create value and quality for customers in everything they do. The overall vision is to
be the preferred choice for customers using responsible value creation for the whole of society. Their

strong financial performance is evident in their annual reports.

K-Group individuals under the study

The individuals who participated in this research were personnel whose work was related to open
service innovation development from a multidisciplinary perspective. Altogether, 23 people took part
in the data collection with titles such as Head of Workplace Innovation, Head of Customer Experience
and Design, HR partner, Chief Digital Officer, Vice President, Head of Analytics and Customer Data,
Sales Director in Digital Services, Director in Programme Management and Agility, Senior Service
Designer and Project Specialist in Design. All these participants mostly worked as part of a larger
development unit responsible for the development of the overall matrix organisation. However, some
individuals were also involved in other units, partly involved in open service innovation. The core
people responsible for developing open innovation changed three times during the two years while
the data were gathered. The discussion as to who were the right people to be part of this study was

constantly reviewed by the researcher and HR. It was also discussed with the participating individuals.

The individuals under the study were mostly based in the headquarters in Helsinki. All of the indi-
viduals identified were happy to participate in the study and openly shared their thoughts and

knowledge about the research topic. They were also very committed to developing open service
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innovation. K-Group’s top management had identified open service innovation as part of their devel-

opment agenda.

The data was collected from interviews and observations during training and workshops and in other
meetings. The connection between the researcher and K-Group was intense with regular meetings
over the two-year period (Appendix 1 provides a more detailed explanation of the data-gathering
intensity). In addition, to develop a holistic view, the following documents were examined: K-
Group’s strategy, blogs, web page news, internal presentations, plans and processes, as well as social
media posts (LinkedIn and Twitter). In the following section, the results of the data analysis are pre-

sented.

4.1.1 K-Group case study analyses

The longitudinal approach to data-gathering for two years provided an overview of how the phenom-
enon being studied evolved over time. Figure 8 illustrates how the open service innovation develop-
ment processes changed prior to, during and after data-gathering at the K-Group. In other words,
operational details of how open approaches to innovation for services are being developed in the K-
Group was demonstrated by identifying and discussing practical issues which came to light during
the whole process of open service innovation design and development. It is noteworthy that the aim
was mainly to collect real-time data but, while individuals were developing open service innovation,
it was very natural that they referred to past and future plans. In other words, development processes

towards open service innovation are continuously evolving in the K-Group.
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Figure 8 K-Group’s open service innovation development prior to, during and after the data-gathering.

4.1.2 Customer collaboration

Customer-centricity and value creation are core for K-Group, as evident from their strategy. Since

2016 their customer collaboration team has developed rapidly. K-Group have personnel who are
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responsible for the development of the customer-collaboration approach, such as the Head of Cus-
tomer Experience and Design, and several service designers. Their role is to actively discover cus-
tomers’ needs to provide quality in service delivery and design. For instance, they actively listen to
their customers, as one of the managers explained: ‘We have established a so-called village society
where about 5000 customers are invited and through this, we collect feedback, ideas and how every-
one wants to utilise this village society’. Figure 9 shows their village society web page where their
customers are invited to provide feedback. In addition, K-Group regularly uses consultancies to fa-
cilities customer collaboration. Furthermore, they have educated other staff internally, so they under-
stand customer collaboration and highlight customer collaboration in their internal and external mar-

keting.
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Figure 9 K-Group village society’”.

Nevertheless, the customer-collaboration approach varies internally as K-Group is a large matrix or-
ganisation which operates in eight different countries, and they have several different units as one of
the managers explained: ‘We are operating in different countries and in very different units, so this

sometimes leads to the situation that we have different ideas or approaches about customer-

15 Translation: Welcome to Village! Village is a K-Group customer society in which there are currently thousands of
members. As a village person you can express your opinion about K-Group’s products, services, marketing and win gift
cards! (https://k-kyla.fi/).
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centricity’. Despite different approaches, personnel find that their top management has a good under-

standing of the importance of customer-centricity.

However, K-Group employees find that they could still improve customer collaboration by directly
involving customers from the beginning of service development. According to personnel, in an ideal
innovation or development case, customers are involved throughout service development. Neverthe-
less, in reality, this does not always happen, as explained by the person whose work involves cus-
tomer-centricity: ‘We have lots of good new ideas, but we are still using too much time and energy
by discussing whose idea or opinion is the best. It would be easier if we could from the beginning test
the idea with our customers’. Therefore, K-Group personnel explained they need for a more system-
atic and transparent process by which to engage with their customers as part of their daily work, as
one senior manager explained: ‘We should work together with our customers throughout when devel-
oping services...we need to engage with them in different parts of service development stages, but we
don’t have any suitable systematic processes to engage with our customers’. The need for a system-
atic and transparent process in customer engagement was highlighted throughout the data gathering

process by the individuals who participated in the data-gathering.

4.1.3 Other stakeholder collaboration

K-Group have to work with several other stakeholders without compromising customer-collaboration,
as one of the managers explained: ‘We should focus on what kind of service we can offer for our
customers. I mean service that is offered with several stakeholders and not as one provider ...custom-
ers should see different service providers as one service’. However, co-operation with other stake-
holders is not as organised compared to customer collaboration, as one manager described: “...but
that open innovation we are not yet there...with openness we perhaps are still thinking about how we
should be open and with whom’. The importance of stakeholders other than customers in relation to

innovation has been discovered more recently by the top management.

One important stakeholder for K-Group is start-ups with whom there has been co-operation in differ-
ent units. However, transparency has been identified as a challenge in this collaboration, as one man-
ager explained: ‘I have noticed that we might do the same thing in different departments but not
noticing that, for instance, working with the same start-ups...we are a very big organisation and it’s
difficult to manage everything in a transparent way’. Start-up cooperation became even more im-

portant throughout the data collection. This was seen by K-Group benchmarking other organisations
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by focusing on start-up partnership. The aim of this was to learn from others. To facilitate start-up
attraction and collaboration, K-Group began to organise an annual event by inviting domestic and
international start-ups to work with them towards customer-centricity innovation. The most suitable
start-up was rewarded with €30 000 to further develop services together with K-Group. Between
01/2018 and 01/2020, there were two similar events, and they have now become annual events (see

Figure 10).

K COMPANY v CUSTOMER v INVESTORS v MEDIA v CAREERS v Q

&} / Media / News and releases / News / 2018 / 07 / Startups! Would you like to co-create the future of...

STARTUPS! WOULD YOU LIKE TO CO-CREATE
THE FUTURE OF 3.6 MILLION K PLUSSA
CUSTOMERS?

Is your startup working with the future of retail loyalty? Would you like
to innovate, design and formulate the future of 3.6 million K Group’s
loyalty customers? Would your solution bring new value and experience
to them?

Figure 10 K-Group start up event'®.

The importance of co-operation with higher education institutions from the beginning of data-gath-
ering was discussed by staff members. K-Group collaborates with two well-known universities in
Helsinki. K-Group management provides presentations to these universities’ students, collaborates
with students on their thesis research and provides internship placements for students. However, the
higher education institutions involved in this research cooperation were also seen as quite slow to
engage with some staff members at the beginning of the data gathering, as one director explained:

‘When we were planning our open innovation function, we very briefly discussed usefulness in

16 https://www kesko.fi/en/media/news-and-releases/news/2018/startups-would-you-like-to-co-create-the-future-of-3.6-

million-k-plussa-customers
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cooperation with higher education institutions, but we concluded the conversation quite fast by saying

that when working with them it is very slow’.

However, K-Group’s attitude towards co-operation with higher education institutions changed as they
noticed that co-operation with them could be useful, but the fact remains that collaboration with
higher education institutions can sometimes lag behind compared to collaboration with the private
organisations. At the end of the data gathering process, K-Group decided to take part in a programme
to develop open innovation in partnership with a university in Helsinki. During data gathering, they
also became more interested in this thesis, and at the end of the data gathering, the management team
was keen to hear the research results. Consequently, the researcher was requested to present the results
of this research three times to different audiences from the top and senior management. This outcome
seems to suggest that management’s attitude became more positive towards working with higher ed-
ucation institutions while developing their open service innovation. K-Group also actively shared

their collaboration with higher education institutions via their website (see Figure 11).

A TRENDY RANGE OF DISPOSABLE DISHES FOR K-RYHMA VALITTU HAAGA-HELIAN VUODEN
FOODSERVICE CUSTOMERS CREATED IN PARTNERIKSI

COLLABORATION WITH AALTO UNIVERSITY

20112018

K-ryhmaé on valittu Haaga-Helia AMK:n vuoden partneriksi sadan
The first set of PatternLab-created patterns can be seen on kumppaniyrityksen joukosta. Tuomaristo toi esille aktiivisuutemme
Kespro’s foodservice-tableware products in the spring of 2021. vuoden 2019 aikana seké tdméan vuoden alusta aloitetun
oppilaitoslahettilasmallimme, joka on koulun nakdkulmasta ollut
toimiva. Vuoden 2019 aikana rakensimme myds Pakohuoneen
Haaga-Helian Pasilan kampukselle.

Figure 11 K-Group’s co-operation illustrations with higher education institutions"’.

17 Translation (right side figure); K-Group is chosen as an annual partner for Haaga-Helia University of Applied Sciences.
K-Group is chosen as an annual partner for Haaga-Helia UAS among hundred other partners. The judges disclose K-
Groups active approach during 2019 as well as our student ambassador model which from the school point of view is

workable. During the year 2019 we also build an escape room to Haaga-Helia Pasila Campus.
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Internal co-operation among different units is in K-Group’s management development agenda and
personnel see internal partners as stakeholders. It is useful to remember that K-Group is a large matrix
organisation where 45 000 people work in eight different countries. Therefore, one of the aims among
personnel is to work more with each other internally as they have so many opportunities in K-Group,
as stated by one manager: ‘K-strategy support that our different units are working together and cre-
ating together something better and thinking how we could synergise because we have so much ben-
efit when we work together. Based on this we can create new service concepts...in this internal syn-

ergy there is such a power internally in K-Group’.

From an outsider perspective, it might appear that K-Group conducts various activities towards open
innovation such as start-up events, technology transfer or hackathons (see Figure 12). However, ac-
cording to interviewees these are randomly organised by some people as one of the directors ex-
plained: ‘We have bubbles where we are working like open innovation and we look good in social
media, but these are just a few examples and [ would say that internally we are not like this...or again
we have bubbles where some people have such an open approach or culture’. The challenge for large
organisations is that people might work internally with the same stakeholders without knowing each
other. During the interviews, it was often emphasised that K-Group is a large matrix organisation
where, according to personnel, transparency is needed but is currently missing. Without transparency,
the same innovations are discovered internally in many units or there is co-operation with the same
partners without knowing each other. Therefore, throughout data gathering the need for a systematic
and transparent process was emphasised when working with customers as well as other stakeholders.
Openness towards stakeholders progressed firstly by focusing on customers more than their internal

co-operation and more recently by focusing on stakeholders outside their own organisation.
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K Q

K GROUP CONTINUES TO STRENGTHEN ITS - A
TECHNOLOGY PARTNER LANDSCAPE

Hack the Future

-

with the best digital solutions, Kesko has signed a set of
collaboration agreements with carefully selected technology
companies. Through the updated partner ecosystem, K Group
continues the concentration of its ICT services to fewer partners
and strives for more strategic collaborations.

As part of its growth strategy and focus on providing its customers J l_I N C I I D N

Bridging the
gap between
creators

Figure 12 K-Group conducts various activities towards open innovation's.

To effectively work with various stakeholders K-Group’s aim during the data collection was to es-
tablish an innovation unit or team to support open innovation when working with stakeholders as well
as to use technology transfer throughout the K-Group matrix organisation. The overall aim for the
innovation unit was to support innovation functions in K-Group and, as a result, increase profitability.
Throughout the data gathering it was highlighted that financial benefit is central to K-Group in inno-
vation. The identified challenges were that innovation activities happened individually in each unit
and were not centrally managed. Moreover, it was thought that innovation establishment was too slow,
with no systematic and transparent process. People were not willing to take risks, hence an agile

innovation process with an innovation team was needed.

However, this suggestion did not ultimately receive support from all the members of the top manage-
ment, despite benchmarking several other organisations’ innovation units in Finland and overseas,
finding research information from open innovation, discussing it with several personnel members and
creating a detailed plan. One of the directors explained the situation: ‘well what is the reason that we
don’t have innovation unit. I see it so that we have this business as usual, and we just have to do it

and financially we are doing extremely well...we have been able to improve our profit and our

18 Left side figure (https://www.kesko.fi/en/media/news-and-releases/news/2020/k-group-continues-to-strengthen-its-

technology-partner-landscape/). Right side figure (https://www.hackjunction.com/).
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stakeholders are happy and customers are satisfied. We are in a too good situation as what we are

doing now is enough. All kind of innovation activities needs to start making more businesses’.

Personnel expressed that management should try more new ideas and not to be afraid of failure or
outsider information as stated by one of the managers: ‘We are aiming to do things too perfect, and
we are only satisfied if something is perfect. We are too afraid to change direction or try something
totally new or take risks as there might be a failure’. K-Group has several stakeholders with whom
they are co-operating, and personnel and well as top management are benchmarking innovative or-
ganisations but K-Group’s management is still carefully considering innovations in their organisation.
One of the directors explained that the challenge with the K-Group is that they are suspicious of
outside knowledge because they are used to implementation mostly all by themselves, as they are
such a large organisation. One of the directors stated: ‘We have this not invented syndrome what is
seen in open innovation as a barrier. The challenge is that we don’t rely on outsiders because we are

so large an organisation and we are used to the idea that internally we have all what is needed’.

K-Group’s plan at the beginning of 2020 was still to focus on open innovation and allocate some
people to work part-time on innovation. One manager outlined the innovation plans: ‘it is very obvi-
ous why our plans earlier in innovation has not gone through. We have started to build an innovation
unit with too big steps. The pilot phase was scaled already too big by taking about millions but now
we have clear vision that we will first see current stage and then with baby steps we will start to build
it (innovation functions). Main thing is that we can just start it one way or another and then we learn
from our mistakes and we learn by doing’. Personnel who are involved with innovation work still
hope that in the future there will be a manager or unit allocated only to innovation. However, person-

nel are still motivated to enhance innovations through the current organisational structure.

4.1.4 Open organisational culture

Openness in organisational culture was emphasised throughout the data gathering process as one of
the main elements and enablers towards open service innovation. Interviewees explained that some
individuals are very open to outside knowledge, but they wished the organisational culture would be
open throughout the K-Group. Personnel are willing to change organisational culture to be more open
and they have already made steps toward openness. To improve open organisational culture K-Group

has established a unit that focuses on customer collaboration, as confirmed by one manager: ‘We have
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changed to be more open because we ask from our customers what they want and how we should

develop our services’.

Furthermore, in the autumn of 2019 K-Group built a new, very modern main office in central Helsinki
for 1700 employees with premises that explicitly designed to an open organisational culture. Premises
are designed so that there is interaction among people from different K-Group disciplines. The main
office supports multidisciplinary work with open office spaces, several lounges, a gym, exercise hours,
restaurants and a cafeteria to make sure people meet other colleagues as summarised by one of the

managers: ‘Our new main office is definitely supporting open organisational culture’ (see Figure 13).

ﬂ,'fn Aboutus v Works News Contact

K-Kampus

How to bring people together

Figure 13 K-Group main office premises"’.

K-Group established the position of Head of Workplace Innovation in spring 2019 with the role of
enhancing an open organisational culture. In practice, this means being responsible for the premises
to support openness and to enhance innovative ways to work by offering personnel, for instance,
regular exercise breaks in common areas, as well as music performances and events to inspire per-

sonnel.

19 https://jkmm.fi/work/k-kampus/
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One manager explained the role of the premises in relation to open organisational culture: ‘We have
this huge project building a new office and to renew our way of working. These will enable us to
change our culture. Of course, not only premises aren’t the main point but does allow opportunities
to start to think openly our organisational culture as it will force people in a good way to work in
modern ways of working and thus might also transfer way of thinking’. Once the main building was
completed K-Group decided that openness in organisational culture needs to be enhanced through
their own internal projects and they appointed two people to focus on how to enhance openness in
the K-Group and presented these results to top management (this was done at the end of the data
gathering). Their aim was to enhance the workplace by focusing on culture and the appreciation of

diversity (see Figure 14).

K COMPANY v CUSTOMER v INVESTORS v MEDIA v CAREERS v Q

fat / Media / News and releases / News / 2020 / 12 / K Group's recipe for a better workplace: a culture...

K GROUP’S RECIPE FOR A BETTER WORKPLACE:
A CULTURE OF APPRECIATION OF DIVERSITY

Responsibility for personnel means not only taking care of employees’
wellbeing and safety but also greater appreciation for diversity,
inclusion and equality.

Figure 14 K-Group's recipe for a better workplace?’.

4.1.5 Enablers of open service innovation

The data from K-Group showed that customer-centricity revolves around customer collaboration. In

addition, other stakeholder collaboration and open organisational culture were identified as the main

20K Group’s recipe for a better workplace: a culture of appreciation of diversity (kesko.fi)
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topics in open service innovation. A systematic and transparent process was recognised as the main
enabler as mentioned in sections 4.1.2 and 4.1.3. However, the data also demonstrated other themes
as being enablers when developing open service innovation. The following section presents these

themes and the open service innovation outcome.

Top management support

One enabler regarding open service innovation was the positive attitude of K-Group’s top manage-
ment and their awareness especially of customer-centricity as well as other stakeholder collaboration
as was stated in several interviews. However, their challenge is the complexity of the matrix organi-
sation where the decision-making process is very slow and some managers are reluctant to change
the management process, as outlined by one of the directors: ‘Decision-making process is slow. It
would be easier if in a lower level in our organisations some decisions could be done. There needs

to be trust that people are doing good decisions’.

In the K-Group, interviewees reported on a long history in the work culture of the manager knowing
all and the others listening, and according to personnel this is difficult to change. The challenge is
that some managers have worked in K-Group for a long time and they do not want to change their
position in the organisation. One of the managers explained: ‘We have lots of people here who have
worked their whole adult life only in K-Group...this also means that in the management we have
people who have built this organisational structure and for some of them it is difficult to change
organisation structure as they have built for themselves a certain position’. However, people would
like to change the management style and have a more agile way of working inside the organisation.
If this were embraced, it would also help to make work more effortless with various stakeholders, as
described during one interview with a person involved with stakeholder collaboration: ‘We have so
complicated an organisation structure...l can see that we definitely have managers with open inno-
vation mindset but they are stuck with our organisational structure...we have lots of discussions that
our decision-making process is very slow...directors are stuck with our internal decision-making
processes’. In some of the discussions, the need for changes in the organisational structure was men-
tioned as an enabler for a more agile decision-making process. The overall enabler was found to be
the top management’s support of open innovation activities as it was a frequently repeated issue noted

throughout the interviews and observations.
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Strategy

One of the central elements of K-Group’s strategy was customer-centricity which highlights value
creation for customers and within the organisation. Stakeholder integration was not as strong in their
strategy compared to customer-centricity which was clearly stated in their strategy papers. According
to personnel, strategy was built without integrating personnel or stakeholders, as one interviewee
involved with stakeholder collaboration explained: ‘...developing our strategy and implementing
strategy is pretty much closed because it is so strong in our working culture’. Nevertheless, K-Group
has been able to implement the strategy well and make profitable growth. Overall open innovation
did not seem to be an explicit part of their strategy, but customer-centricity was visibly recognised.
However, during the data gathering strategy was renewed which then emphasised some actions sup-
porting open innovation. For personnel, strategy was important, as was support from management in

giving direction to their work.

Training and workshops

K-Group supports personnel in participating in various training and workshop sessions, which they
organise regularly internally. Throughout the data collection, K-Group provided training towards
open innovation with customer-centricity. This training was particularly useful in inspiring people to
make the needed changes and in providing information about these topics. Figure 15 illustrates one
of the workshops: planning an open innovation development process. K-Group was also very active
in benchmarking other organisations’ innovation units to learn about how to develop innovation pro-
cesses in K-Group. However, the challenge was to transmit the knowledge received from training,
workshops or from benchmarking to others internally. More specifically, as K-Group is a complex

matrix organisation, innovation development was identified for only a very limited number of people.
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Figure 15 K-Group's workshop on open service innovation development processes.
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Furthermore, during the data gathering people who were responsible for developing open innovation
internally changed three times. It was evident that when people changed internally who were respon-
sible for developing open innovation activities, it was difficult to transfer previously learned infor-
mation to others. One of the reasons for this was that some of the top management did not view open
innovation as a priority in organisational development work. Nevertheless, K-Group actively and
constantly searched for opportunities by which to receive more training and information about open
innovation. Overall training and workshops were enablers towards open service innovation, and the
benefit of training was greater when participants networked with other participants from other organ-

isations and learned from them.

Co-creation

Co-creation was described by K-Group sources as being valuable but not the core when developing
innovations. As one director involved with service development noted: ‘Co-creation is important but
it’s not the main point’. Co-creation was mostly associated with working with customers. In some
cases, there might be active co-creation with customers but in other cases there is not any co-creation
as one of the directors explained: ‘I see that in some cases we do active co-creation with our custom-
ers, but they are just some cases and in many cases we don’t use co-creation. Quite often in practice
we just test the prototype with customers’. For instance, when there is a need to test new technology
it is often tested with some customers and it is not co-created. Another example is when there is a
need to buy data about K-Group customers which is sometimes acquired from external partners and
there is no element of co-creation. In general, K-Group staff members find co-creation a good and
valuable method but they also said that co-creation is not always needed when working with custom-
ers or other stakeholders, as elucidated by one manager: ‘When we are sitting in the same room with
our customer or stakeholder representative, we just discuss what to do and I think this is not co-

creation as it is not always needed’.

Other stakeholders’ interaction was described more as collaboration rather than co-creation. This is
due to the fact that there are not enough resources nor time in the K-Group to co-create intensively
with both customers and other stakeholders and it is not always needed. Therefore, co-creation as a
method is prioritised when working with customers. One person from the team focusing on customer
collaboration explained that co-creation should also be used equally with other stakeholders: ‘7 see
that we should do both equally (co-creation with customers and other stakeholders), for instance, if
customer has some sort of wish or need, we should co-create this idea with customers and various

other stakeholders. For instance, if we develop tools for our grocery store managers, we really need
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to carefully listen to what they say but also listen carefully to customers as well’. Several people
discussed co-creation connected to customer collaboration, but it is worth noting that only one inter-
viewee mentioned it in relation to other stakeholders. During the data collection, co-creation was not
seen as a topic that created long discussions among personnel in comparison to other issues related

to open and service innovation.

As there are many multi-disciplinary teams working together in K-Group, there are several internal
stakeholders with whom they co-operate internally and, in some cases, extend co-creation. Internal
co-operation is also supported in their strategy as one of the managers explained: ‘K-direction support
that more and more our different business unites should create together something useful and we
should together think how we could get synergy benefits which we can have enormously and based
on that create new service concepts...we have so much potential when working internally and by this
we can utilise it and develop advantages compared to our competitors’. Personnel stated that they are
more used to internal co-operation than working with outsiders. The reason is that as they are such a

large organisation, which internally offers several opportunities.

Data utilisation

K-Group has extensive knowledge about their customers especially data which they gather systemat-
ically. They have identified many opportunities in data. Therefore, they have people in roles who are
responsible for data gathering and analysis under the supervision of the Vice President for Analytics
and Customer Data. Data utilisation is one of their strengths and they emphasise its importance and
have developed ways to analyse data, as one of the managers explained: ‘Our understanding about
the data is extremely good to understand customers from the numerical perspective’. K-Group fo-
cuses on customer data mostly using quantitative data. However, they still see that it could be bene-
ficial in future to combine qualitative and quantitative data. Their aim could be to combine data from
the past, present and foreseeable future. As outlined by one director during their interview with one
of the directors involved with customer collaboration: ‘Once we can combine different sets of data,
past, present and foresight data using qualitative and quantitative data then we can create a base to

spread even more knowledge’.

K-Group has several knowledgeable people with strong networks around digitalisation which enables
data utilisation. One manager explained the meaning of data:*...for us, data is a key position...which
we use to follow actually everything that is connected to our key business...we are receiving data

from our headquarter but we of cause buy data...this means that we are receiving data from various
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sources... and today we can use this data by ourselves as we have such great tools on how to utilise
it. I mean that we have tools that automatically show reports’. Furthermore, K-Group is utilising
artificial intelligence with ethical principles to tailor benefits for the customers (see Figure 16 16).
Overall, K-Group has its own strong database, uses stakeholders’ data and has the tools for how to

handle this data in different internal departments.

K COMPANY v CUSTOMER v INVESTORS v MEDIA v CAREERS v Q

(2 / Media / News and releases / Press releases / 2018 / K Group announces ethical principles for utilising...

K GROUP ANNOUNCES ETHICAL PRINCIPLES
FOR UTILISING Al: THE BEST INTERESTS AND
NEEDS OF OUR CUSTOMERS COME FIRST

Shopping teday is already very much a digital experience, and the role of artificial
intelligence (Al) in shopping will grow going forward in both physical stores and enline. K
Group's customers already use many convenient and individually tailored services that
utilise artificial intelligence. K Group has now announced its ethical principles for utilising
artificial intelligence.

With K Group being the most sustainable trading sector company in the world as well as
the biggest trading sector company in Finland, our ethical principles for utilising artificial
intelligence naturally guide and support all our practical work and strategic choices when it
comes to Al development.

“We are already utilising artificial intelligence widely at K Group: to tailor personal benefits
for our customers and offer them marketing that meets their interests in various contact

Figure 16 K-Group's ethical principles for utilising AI*!.

Open service innovation outcome

For K-Group, the outcome of open service innovation means that value is captured by increasing
profitability. This is, ultimately, the expectation of top management and K-Group shareholders.
Whatever is done in the K-Group needs to be justified by its profitability. This was evident throughout
the data gathering. One of the directors stated: ‘We have endless opportunities to offer innovative
services to customers and to increase our profits in this way’. The directors often mentioned that
elements in the work of various individuals in successful open service innovation were part of an
open and transparent process. The open service innovation approach was also described as using the

knowledge of national and international stakeholders. One of the managers expressed the following

2l https://www kesko.fi/en/media/news-and-releases/press-releases/2018/k-ryhma-julkistaa-tekoalyn-hyodyntamisen-

eettiset-periaatteet-asiakkaan-etu-ja-tarve-etusijalla/
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view: ‘We are a global firm, and, in Finland, our field is too small. So, we have to look outside
Finland to see if we can find ideas to benefit our customers’. Another manager said, ‘We are inter-
ested in collaborating with our stakeholders from whom we get so many good and useful ideas on
how to develop our business’. Overall, open service innovation value capture happens in K-Group
when the customer is satisfied and, most importantly, profitability increases. However, there is a need
for transparency in the open service innovation outcomes because there are several stakeholders with
whom K-Group are collaborating, and thus internally they sometimes do parallel work with the same

stakeholders without knowing each other.

4.1.6 Summary of K-Group case

The importance of open organisational culture was regularly highlighted throughout the data gather-
ing among personnel as being part of open service innovation in the K-Group. In relation to this, K-
Group has already taken some actions by appointing people responsible for workplace innovation
with the role of focusing on premises, as well as increasing multidisciplinary and internal projects
that support openness. The organisation has an organisational structure with internal teams which
support customer collaboration to some extent. However, a more open approach to innovation devel-
opment is lacking which would also benefit other stakeholder collaboration. There might be overlap-
ping work concerning other stakeholder collaboration and therefore, according to the data, the main

enabler towards open service innovation would be a transparent and systematic process.

K-Group has displayed several initiatives to develop a more open approach towards working with
customers and other stakeholders, such as start-up events, open events for customers and other stake-
holders, and newly built headquarters designed to support openness with modern premises by aiming
to increase profitability. However, the research results show that activities to support open service
innovation development processes are randomly organised by only certain internal teams. Personnel
would prefer an innovation unit responsible for stakeholder collaboration because it would allow
structured management as well as transparency. However, some of the top management do not ulti-
mately support this. Even though personnel have justified why an innovation unit with an open inno-
vation focus would be useful, they find that some of the management are often reluctant to change.
On the other hand, top management have supported open service innovation development to some
extent. These concrete actions also reflect some of the personnel attitudes to becoming more open

towards outsiders.
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The data uncovered several enablers towards open service innovation in K-Group. One was top man-
agement support which also upheld strategy that was renewed during the data gathering to further
support open service innovation. However, the data demonstrated that the complex matrix organisa-
tion makes management decision-making time-consuming. Another enabler was training, workshops
and benchmarking other organisations. Co-creation was also seen as useful especially among cus-
tomers and less frequently with other stakeholders. However, co-creation internally among personnel
was prevalent as K-Group is a large organisation and collaboration internally can be useful. Further-
more, K-Group have identified many opportunities utilising data. The data indicate that they seem to

have strong knowledge and networks around data utilisation.

4.2 Keva

Keva is Finland’s largest pension provider and administers the pensions of the local government, the
state, the Evangelical Lutheran Church and its employees. Its 550 staff members serve a total of 1.3
million public sector employees and pensioners as well as some 2,300 employer customers, that is,
local government organisations, state employers and parish unions. Keva funds pensions with pension
contributions collected from employers and employees alike. It is an independent body governed by
public law. The Ministry of Finance, the Financial Supervisory Authority and the National Audit

Office of Finland all supervise Keva.

Keva’s stated values are customer focus, openness, responsibility and effectiveness. Their role in
society is significant, and their values and mission are stated in their strategy, which aims to ensure
the well-being of society. Keva complies with the Code of Conduct adopted by its Board of Directors
(Keva, 2021). This compliance applies to all Keva employees irrespective of job title or position. The
Code of Conduct states Keva’s mission, aims, values and principles in all operations. The mission of
Keva is to ensure pension cover and secure the financing of pensions as well as to aim for continuous

improvement.
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Keva individuals under the study

The individuals from Keva who participated in data-gathering were staff members from the main
office in Helsinki, Keva’s only office, serving customers all over Finland. Personnel who participated
in this study had jobs related to open service innovation development from various angles, such as
organisational development, strategy, innovation, services, digitalisation and innovation development.
Individuals who took part in the research came from multidisciplinary teams as Keva has no separate
unit or team responsible for customer collaboration, other stakeholder collaboration or innovation.
Some individuals were engaged in these activities alongside their other work tasks. Altogether, 18
people, with titles such as Vice President, IT manager, Head of HR, Specialist and Customer Rela-
tions Manager participated in the data collection. However, it should be noted that in Keva, job titles
do not always reflect the content of the job. For instance, ‘specialist’ is a common job title in the

public sector organisation, Keva, but the nature of the work varies among specialists.

The data were collected from interviews and observations during training and workshops and in other
meetings. The connection between the researcher and Keva was intense, with regular meetings taking
place over two years (Appendix 1 gives a more detailed explanation of the data-gathering intensity).
The set of core people involved in open service innovation remained practically unchanged through-
out the study. There were only a few changes during the two-year data-gathering process. There was
trust between the researcher and the study participants. Therefore, all topics were discussed openly.
The atmosphere between the Keva personnel and the researcher was friendly and relaxed. Further-
more, to develop a holistic view, the following documents were examined: Keva strategy, internal
PowerPoint presentations, blogs, web page news, digital communication platform, LinkedIn and

Twitter. In the following section, the results of the data analysis are presented.

4.2.1 Keva case study analyses

The longitudinal approach to data-gathering over two years provided an overview of how the phe-
nomenon being studied evolved over time. Figure 17 illustrates how the open service innovation de-
velopment processes changed prior to, during and after the data-gathering at Keva. It is noteworthy
that the aim was mainly to collect real-time data but, while individuals were developing open service

innovation approaches, it was very natural that they referred to past plans.
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Dec 2017 -
Feb 2020

Additions in
future

Blogs and newsletters
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importance of current
development agenda
issues

Internal development
projects that focussed
on an open
organisational culture

Effortless cooperation
with similar
organisations when
pension law changed at
the government level
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involved with
customer collaboration
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analyse different forms
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Figure 17 Keva’s open service innovation development prior to, during and after the data-gathering
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4.2.2 Customer collaboration

Customer-centricity is core for Keva. This is stated in their values and emphasised in their strategy,
which states that their aim is to offer the best services in their field. In practice, customer centricity
is implemented with customer collaboration. Keva offers personnel education programmes to en-
hance customer collaboration. All staff members can apply for these education programmes. Overall,
there is a good understanding of the importance of customer collaboration in the Keva management
team and among its personnel. This is also seen in external and internal communication — for instance,
in blogs and newsletters highlighting the importance of customer collaboration, (see Figure /8 18)
and some staff members are trained with service design skills. Moreover, Keva uses consultancy
support in the field of customer collaboration. However, employees at Keva still claim that the com-
pany’s customer collaboration approach needs further development, as one of the directors explained,
‘I see that we are on a journey — I mean that we have a strong focus on customers — but there is still
lot to do.” Customer-collaboration demands constant customer observation and awareness of their
current and future needs. As one manager explained, ‘We should all the time think that we don’t do
just the same customer service as always, but we need constant development. We need to be awake

about customers demands, as in the future, customers may change their needs’.

K=

v Etusivu  Henkildasiakas Tyénantaja Keva Uutishuone Kirjaudu P4 svenska In English Hee Q

Etusivu > Uutishuone > Kevan blogi > Porukassa on mukavampaa

Dighalisastio Paivelut

Porukassa on mukavampaa

BLOGI 21.6.2017 Tero

Manninen
Tero Manninen
u m “ Kirjoittaja toimi Kevassa
Useimmista meista porukassa on mukavampaa kuin e
yksin. theiskehit‘camisella voidaan kerdta organisaation > Kaikii kirjoitukset
tyontekijat ja asiakkaat yhteen, jolloin mukavuuden

lisaksi saadaan aikaan tuloksia ja asiakkaita parhaiten
palvelevia ratkaisuja.

#kevanblogi

Nyt hyvin nopeasti muuttuvassa maailmassa olemme yh& useammin epavarmuuden

alueella niin yksildind kuin organiosaatioinakin. Organisaatioiden epdvarmuus liittyy
Ajankohtaisia teemoia ia yusia

Figure /8 Keva's blog highlighting the importance of customer collaboration??.

22 It is nice at the group. Most of us like to be with others rather than alone. Co-creation can be used to collaborate together
with employees and customers. As a result, there can be a better working environment and results which serve customers

(https://www keva.fi/blogi-kirjoitukset/porukassa-on-mukavampaa/).
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Personnel stated that, too often, services are developed from their and not the customers’ organisa-
tional perspective. As one manager said: ‘We are still too often internally thinking how to develop
things before we are showing anything to the customer. In our organisational history, it was earlier
even more like this, that we showed only something ready for customers. I think that we should start
to engage with customers as early as possible (when developing services).” The challenge is that
customer-centricity is not always part of daily business and does not follow systematic processes, for
which one internal unit is officially responsible. As one specialist explained: ‘/ find it annoying that
development work is in silos’ and ‘we should build together with customers new ways of doing things,
but the challenge is how the whole organisation would use these or how they utilise these concepts

that we create’.

4.2.3 Other stakeholder collaboration

Keva collaborates fairly actively with other stakeholders, and they find it beneficial. While customers
are seen as the most valuable future partners, working with other organisations in the same field (i.e.
other pension funds) is also viewed as valuable. In particular, Keva cooperates with similar organisa-
tions when pension law changes at the government level. In these situations, all organisations dealing
with pensions need to adapt to changes to comply with Finnish law, making cooperation with external
stakeholders easy, as there is then no competition. In these cases, therefore, working with stakeholders
is straightforward, as all share the same goals. As one manager explained, ‘I think it is easy to work
even with our (private competitors) when there are renewals in law because, in these cases, all who
are working with pensions have to do certain changes, and these changes are clearly given from
outside, as in these situations, there is no competition and we all wish to do changes as smoothly as
possible.” Keva’s history of working with similar organisations has helped their open innovation ap-

proach, as they are already used to cooperation.

Collaboration with similar organisations, on the other hand, is not always necessary, as the aim of
Keva is to be the best service provider in their field, which sometimes requires developing services
in a closed innovation model. For instance, they would like to be first in the market when establishing
service innovations for customer needs; as one manager explained, ‘We do lots of cooperation, but
on the other hand, we would like to differentiate ourselves from (private sector) competitors, and
therefore we develop some services closed from current and future competition.” Keva personnel
believe that the competition in their field among different pension payers will only increase, making

a competitive edge vital. Competition is already evident, for instance, in private competitors copying
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and developing similar services as Keva. It should be noted that even though Keva is a public sector
organisation, other similar organisations are private. Furthermore, during the interviews, it was often
mentioned that Keva may become a private organisation in future. Therefore, they feel that other
organisations in the same field are their competitors, despite the fact that they are the only govern-

mental organisation in their field in Finland.

Collaboration with higher education institutions at the beginning of the data-gathering was rarely
mentioned despite the fact that data gathered later showed that Keva found it useful. However, the
more Keva internally developed their open service innovation, the more they discussed collaboration
with higher education. As one manager explained, ‘We need to think in the future of how to collabo-
rate with higher education institutions. We are interested to be part of the research projects, and we
should also think that current students should see us as attractive to work for us in the future.” The
interest in higher education institutions was, in the first place, rooted in the fact that Keva can easily
cooperate with higher education institutions as such cooperation is not governed by the law enforcing
partner equality. ‘From our perspective,’ as one director said, ‘cooperation with universities and other
higher educational institutions is kind of easier for us than working with firms — [ mean from a finan-
cial and practical perspective.’ It was also observed during data collection that interest in this thesis
research was high and Keva was keen to hear the results. For instance, several people participated in
the presentations during which the results were shared and discussed among personnel. During the
data gathering it was observed that Keva’s personnel and management were interested in hearing and
utilising research knowledge in their work. Consequently, they value research knowledge as an im-
portant source of innovation. The example below is from Keva’s web page showing their interest in

research and education through a donation of €50,000 to the University of Tampere.

Keva wishes to explore more start-up cooperation; however, the challenge is that, from an organisa-
tional point of view, they are not flexible enough to work with more agile start-ups. Personnel felt
that the challenge of working with some stakeholders, such as start-ups, is that Keva is a public pen-
sion payer, which means they must follow public cooperation law and treat all collaborators equally,
not favouring anyone. This makes it time-consuming and sometimes complicated to establish coop-
eration with external partners. As one specialist explained at the beginning of data gathering, ‘We
can’t always do things as fast and agile; for instance, working with start-ups, because we have to
follow rules to treat everyone equally, so that is an issue which we just have to deal with. Perhaps

it’s something that sometimes makes us slower, and we are not always able to do cooperation with

111



Chapter 4 - Case Studies

various stakeholders as fast as we want’. Therefore, cooperation with start-ups is not as much of a

priority as with organisations in the same field and research organisations.

On the other hand, at the end of the data gathering process Keva’s attitude towards start-ups changed
as one manager explained: ‘perhaps we could work more with start-ups as it seems to be only our
attitude that we can’t do because of regulations in the public sector. Now we have seen that some
public administrations are doing this. I think we need to change our attitude’. During data gathering
Keva organised two start-up events (see Figure 19). Another comment from one specialist was, ‘Per-
haps we are too stuck with the idea that cooperation with others is difficult because we are public
administration. I think we just need to learn new ways of doing cooperation as I see that there are
public administrations who are doing this in an agile way. What we are good is that we are happy to
learn from others or borrow ideas from others’. The data suggests that over time attitudes changed
towards the possibility of co-operation in agile ways with other stakeholders. One of the reasons for
this was that Keva benchmarked other public administrations where there was a process to interact

with other stakeholders effortlessly.

K=
VA

Frontpage > Newsroom > News > Investors’ focus back to revenue and profitability

Frontpage Pensions .~ ThisisKeva ., Newsroom ., Suomeksi PA svenska Sean:hQ

Christian Leybold
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Figure 19 More collaboration was the aim when Keva invited a group of US venture funds to meet Finnish start-up and

growth companies?>.

The need for transparent cooperation with stakeholders was emphasised throughout data-gathering

for clear internal recognition and the tracking of stakeholder collaboration. As one of the managers

23 https://www keva.fi/en/news/investors-focus-back-to-revenue-and-profitability/
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explained, ‘It would be nice to have one picture about the whole environment with our stakeholders,
as this would show us how to develop it and with whom we could do more cooperation.” Another
director described the situation in the following way: ‘We have cooperation and so on, but it would
be nice to have one picture of stakeholder environment view. Clearly, we need more transparency,
and we need the ability to measure issues, which we can then in a transparent way offer for the whole
house.” People in Keva found it easier to develop cooperation among stakeholders after identifying
with whom they were, in fact, cooperating. The need to cooperate with stakeholders was recognised
and Keva are keen to develop services from a holistic perspective with several stakeholders. As one
of the managers explained, it is not adequate to only focus on the customer: ‘If we only ask from the
customer, it is not enough...customers don’t know what we can offer them...they are not always aware

of what services they would need’.

In terms of organisational structure, Keva has no central team responsible for all external stakeholder
cooperation. Their strategic choice is that all should, in their work, contribute a customer and other
stakeholder perspective supported by training and workshops. However, currently management think
that there is no need for central development units. As one director explained, ‘People who are doing
overall development work are also part of the daily business work. We have always done some de-
velopment, and lately, open innovation and customer-centricity have been on the development
agenda.’ Nevertheless, management will rethink if there is a need to also have a parallel central de-
velopment unit to enhance and support stakeholders and customer collaboration, as people involved
in development work expressed that it would be needed. One of the people involved in development
work explained: ‘the central development unit could boost and bring structure to open innovation
and customer collaboration.” On the other hand, the current structure works quite well, even though

constant rethinking is needed.

In addition, personnel explained that it would be beneficial if job titles could reflect the actual content
of a person’s work especially when working with stakeholders outside Keva in order to identify with
the appropriate personnel role across organisations. Currently many job titles in Keva are not indica-

tive of work relating to customer and other stakeholder collaboration.

The main issue plaguing future cooperation is to clarify with whom the cooperation would be most
beneficial, as one specialist explained: ‘It would be beneficial for us to identify the surroundings and
stakeholders who we would like to strengthen our cooperation with’. Figure 20 demonstrates Keva’s

strategy process and identifies future needs up until 2025 as networked with customer collaboration,
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other stakeholder collaboration as well as eco-systems among others targets. Keva used Figure 20

with external parties to openly explain their future plans.

KOHTI VUOTTA 2025 - K25

Digitalisaatio
Jja ekosysteemit

ALAN PARAS
ASIA

v

Julkisen sektorin roolin muutos
Ja Julkisen talouden kestavyysvaje

KOKEMUS

ALAN VERKOSTO
VERKOTTUNEIN
SIJOITUKSISSA
MAAN KOEN ERINOMAINEN
KARKEA KEHITTYVANI PALVELU
VETOVOIMAINEN BRANDI
JA YHTEISKUNNALLINEN
PARAS KUMPPANI
TYOELAKETURVASSA
JATYOELAMASSA
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ASIAKAS-
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Figure 20 Keva's future needs to 2025.

4.2.4 Open organisational culture

Openness in organisational culture was one key element of open service innovation continuously
mentioned during data gathering at Keva. From the beginning, Keva identified that they needed to
enhance openness in their organisational culture. To implement this in practice, they took various
steps, one of the most visible being the renewal of their headquarters to support an open working
culture. They renovated their head office in Helsinki, incorporating a modern, open-plan office with
separate lounges and kitchens in which staff members could interact. The aim was for the premises
themselves to support multidisciplinary work and an open environment. Figure 21 shows the reno-
vated office premises illustrating that workspaces are open areas where it is easy to meet others and
not working in own office with closed door. Furthermore, Keva rented premises next to their main
entrance in order to have a cafeteria in the same building which also welcomed those outside the

organisation.
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Figure 21 Keva's headquarters premises.

The role the renovation played in the organisational culture was described by one of the specialists:
‘Our physical environment is changing, and at the same time, our working culture is changing. Now
innovation culture is not something that happens in one part of the building...it’s now meant to be
part of every Keva employee’s attitude’. Another specialist explained: ‘We are heading to an open
organisational culture supported by our premises...perhaps we are not so stiff and old fashioned as
we used to be’. After the renovation, personnel claimed that the open working space had increased
their interactions with others, including talking to people they had not known before. However, some
people found it challenging not to have their own desk anymore. As one manager stated: ‘Some people
are still missing the old office, but I would say that interaction among personnel has increased. I can
say that now I know more people than I used to. I now have an opportunity to meet more other Keva

personnel, and that helps in internal cooperation’.

In recent years (12/2017-02/2020), an open organisational culture has been enhanced at Keva in many
ways beyond renovating the premises. Keva has developed internal development projects that focus
on an open organisational culture and are given structure and direction by top management. Never-
theless, Keva personnel explained that openness in their organisational culture needs to be managed
centrally in systematic ways to ensure that openness is implemented in practice. During the interviews,
it was mentioned that personnel need encouragement working with open-innovation attitudes and
approaches. Open organisational culture enhances openly disseminated knowledge. As one director
described, ‘Information flow is not currently in the best condition, which creates parallel work, inef-
ficiency, and frustration for people. An open organisational culture would help in this’. During data-
gathering, the topic of the importance of working in different networks and increasing multidiscipli-
nary working in agile ways arose, and according to interviewed personnel, an open organisational

culture helps with this. They expressed that new ways of working need to be recognised and discussed
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with personnel to be built together with the entire organisation. As one manager explained, ‘Once the
focus is on customer-centricity, there is a natural need for openness, and then the whole organisation
will notice that we all have the same focus, and that is our customer’. Therefore, Keva’s customer
collaboration contributes to its open organisational culture, for instance, through organising events

among personnel or publishing blogs about the open organisational culture (see Figure 22).

K$A Etusivu Henkiloasiakas ., Tyonantaja .~ Keva ., Uutishuone . Kifjaudu . Pasvenska InEnglish HaeQ
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n m n E Tybnantaja-asiakkuus- ja
tydkykyjohtaja
Useimmat organisaatiot maalaavat paamaarakseen o .
2 E=2 P S = merkityksellistd ty6td ihmisten ja
asiakaslahtdisen, toimintaymparistdlle avoimen ja yhteiskunnan hyvéksi seka oppia
ketteran kulttuurin. Eika ihme, koska organisaatiolle i G L
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muutokseen. Yhteisohjautuva, ymparistddnsa tiiviisti
verkottunut organisaatio on parhaimmillaan myts

> Kaikki kirjoitukset

Figure 22 Blog about the importance of openness in organisational culture®.

4.2.5 Enablers of open service innovation

The data from Keva showed that customer-centricity revolves around customer collaboration. In ad-
dition, customer collaboration, other stakeholder collaboration and open organisational culture were
identified as the main elements in open service innovation. A systematic and transparent process was
recognised as the main enabler. However, the data demonstrated also other themes as being enablers
when developing open service innovation. The following section presents these themes and the open

service innovation outcome.

24 Translation: Corporate culture does not change on its own. Most of the organisations identify their aims as customer
centricity, open and agile culture. No wonder because value for an organisation is created by customers who challenge

the organisation to constantly change and adjust to their needs (Toimintakulttuuri ei muutu julistamalla - Keva).
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Top management support

Keva emphasises the support and recognition of top management in open service innovation. In prac-
tice, this is seen in management presentations, blogs and management interest in open innovation,
stakeholder collaboration and customer-centricity through training, workshops and research projects.
This empathy reflects the importance of open innovation and customer-collaboration in the daily work
of personnel. One of the specialists at Keva described the role of management as follows: ‘Manage-
ment’s role is to start new things, create enablers, sponsor and then allow freedom for teams to work
toward aims’. However, there are also some challenges in management, such as managers resisting
organisational change or wishing to continue in their current positions. As one of the directors ex-
plained, ‘Our challenge is too strictly keeping the organisational structure the same and holding too
strongly to our roles or making sure that our own benefit is the main priority’. Another director said,
‘We have here people who want to have safety in their work. It might be that their own careers are
in that stage that it would be from their own perspective to continue in the same jobs’. The overall
commitment of management to open service innovation was highlighted as important throughout the

data-gathering.

Strategy

The importance of customer-centricity is highlighted in Keva’s strategy, which states that ‘Keva aims
to offer better customer service by offering excellent service’. Their strategy was renewed during the
data collection. They now cite the need for strong relationships with various partners and close coop-
eration internally and externally. Their strategy document explains that Keva aims to work with var-
ious stakeholders in an open environment by focusing on customers, staying attuned to changes in
society and creating ecosystems among partners. Overall, Keva’s strategic primary focus is customer-

centricity and the secondary focus is open innovation using stakeholder collaboration and ecosystems.

According to the interviews, strategy is well understood in practice in Keva as related by one director:
‘We find it necessary to be involved with society development, and this is actually needed by our
customers...we see that this is the direction where the world is heading’. Personnel view support from
outsiders as positive, as supported by one interviewee involved with customer collaboration: ‘We are
not so huge an organisation that we can discover everything by ourselves. We need others and out-
siders. We understand our limitations, and also we see all the opportunities outside our organisation’.
Keva has a strategy which supports open service innovation and there seems to be concrete under-

standing of what it means among personnel.
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Training and workshops

Keva offers training to its personnel, especially in customer collaboration such as service design, as
well as training related to innovation development. This has enhanced the overall internal understand-
ing of the importance of customers and other stakeholders. The enabler in successful training and
workshops, especially in open service innovation, has been that the same people take part in the var-
ious training and workshops, ensuring that learned skills are implemented in practice and that
knowledge of open service innovation strengthens among the same personnel. Throughout the data-
gathering, Keva systematically involved the same people in training and workshops as well as in
practical implementation. This was helpful when the open service innovation process was internally
developed. Training sessions and workshops were interactive and personnel were excited and com-
mitted to take part in them as well as contribute their knowledge to their organisation (see Figure 23).
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Figure 23 Pictures from Keva's training and workshop sessions.

Co-creation

The value of co-creation is well-recognised at Keva. Especially in the last few years, the importance
of co-creating with customers has increased. One director explained that, ‘In the past few years, we
have opened up for customer perspectives, and curiosity has increased among personnel, and we
have very good examples of successful co-creation’. Another manager stated: ‘Customer understand-
ing and customer needs we need to understand it so well that customer needs to be involved our
development work and we don’t necessarily satisfy customer needs alone but we might need another
partner with whom we can satisfy customer need and this is something what I think about co-creation’.
Keva regularly meets their customers internally face-to-face or online. They are also considering if

they could use digitals tools to co-create with customers according to one of the managers: ‘We are
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now thinking even more how we could facilitate workshops by online as all kind of digital tools are
developing’. Future co-creation for Keva could be by using online tools or by working together with

other partners to satisfy customer needs.

Internally Keva is also using co-creation among personnel by bringing different teams together to
develop their services. As one director explained: ‘Traditionally, we have a good history to involve
people from different units, but how genuine the co-creation is can divide opinions’. Keva regularly
uses different online tools for internal communication. They also use a digital platform called Viima
in their innovation work to co-create, gather and develop different ideas from personnel (see Figure
24). One of the managers explained: ‘Viima and other online tools are widening our way of thinking
and way of working as well as the way how we see how to do co-creation by online’. Keva personell
are also writing about the importance of co-creation in blogs as well as on their webpage.
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Figure 24 Keva’s Digital innovation platform Viima®.

Keva is actively discussing co-creation with stakeholders from various organisations through meet-
ings about developing their services and benchmarking others rather than by doing actual co-creation.

As one manager said, ‘We are actively meeting other organisations, especially public organisations.

25 https://www.viima.com/
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Iwould say that this is quite routine — to discuss with other public organisations how we should work
more together’. Another manager explained: ‘We have been meeting potential co-operation members
and trying to start a conversation with others, for instance, public administrations, therefore I would
say that we have a good base from where to start and widening this to co-creation. At least we are
not in the very beginning and there is some progress done’. The data implies that co-creation is a
valuable method for Keva, mainly with customers and internally among personnel, but it is rarely

used when working with stakeholders.

Data utilisation

At Keva, there is various data about customers, but it is not always used effectively. Currently, Keva
lacks the competence to use the data. As one director explained: ‘We have a huge amount of data
which we don’t understand, even ourselves, how to utilise...we have data from our customers and
their behaviour, and we could predict better the future and find trends and other issues...if we would
Jjust know how to use these data and how to draw conclusions from data’. The organisation’s overall
aim regarding data is to analyse different forms of data related to customers. Currently, different sets
of data are analysed differently, but the overall challenge is how to combine these sets of data to draw
novel conclusions. The situation was described by one of the managers: ‘We are analysing different
sets of data here, but how IT, business development, customer feedback and other data could be
connected would be beneficial’. Personnel felt that that data could be useful also when combining
different sets of data from various organisations to offer better services to customers. In this business
eco-system with various partners, such a strategy would be valuable summarise on manager: ‘Utilis-

ing data with stakeholders the result can be efficient service’.

Open service innovation outcome

For Keva, successful open service innovation outcomes with value capture means that the customer
is satisfied, and the organisation can offer the services for the customer needs. This calls for the use
of customer collaboration and other stakeholder collaboration. One of the managers summarises this
as follows: ‘We are looking for synergy with other organisations, especially in larger development
projects’. Another manager said, ‘We are trying to see larger projects and processes in our ser-
vices...we can do things more intelligently by offering services jointly with several other organisa-
tions, based on customer needs. We need to think about what will benefit our customers most and,
then, we should engage in collaboration with others’. In order to achieve successful open service

innovation outcomes in Keva, the main element, mentioned by various staff members, is a transparent
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process, meaning that the organisation needs to see what is happening among various stakeholders.
As one director stated, ‘The process of collaborating with others needs to be transparent’. Overall,
open service innovation outcomes in successful value capture are achieved when the customer is

satisfied, and the process of collaborating with others is transparent.

4.2.6 Summary of Keva case

Customer-centricity is Keva’s main emphasis, and it is implemented in collaboration with customers
and various other stakeholders. Keva focuses strongly on customers, but it has also identified the need
and importance of working with various other stakeholders. This was particularly evident when there
were pension law changes at government level. Thus, Keva is open to collaboration with various
stakeholders. They identified that in the public sector collaboration with stakeholders can be simple
and rapid when there is an internal process. Keva recognised the need to develop a systematic and
transparent processes for customer and other stakeholder collaboration. Furthermore, one of the main
elements of Keva’s development of open service innovation processes was an open organisational

culture, which was supported in practical ways.

The data led to the identification of several enablers of open service innovation. Top management
support and strategy created an important climate for open service innovation, as did management
support for training and workshops for personnel. Keva successfully implemented new skills during
training by involving core personnel responsible for developing open service innovation. Co-creation
was one of the enablers which Keva actively used among customers, personnel and other stakeholders,
considering customers as the main focus. Keva has a real interest in data utilisation and actively plans
to analyse different forms of customer-related data. Keva has chosen an organisational structure in
which the development of open service innovation is part of daily work, obviating the need for central
innovation or customer collaboration units. However, the adequacy of this process in Keva is subject

to constant monitoring and review.

Overall, during data gathering, Keva aimed to achieve open service innovation value capture. In prac-
tice this means for Keva that services are offered based on customer needs, customers are satisfied,

and the process of collaborating with customers and other stakeholders is systematic and transparent.
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4.3 Finnish Tax Administration

Taxation in Finland represents the most important source of public income, and the revenue is col-
lected to maintain and develop public services. Tax Administration’s task is to ensure that the opera-
tions are effective, and the systems are reliable. The objective is to encourage taxpayers to pay their
taxes on their own initiative in real-time and charge any taxes due as soon as income is realised. Tax
Administration’s vision is the following: Tax Administration as among the best in the world — by
reputation and by results. Tax Administration has three published values: building trust, working
together and embracing new ways of working. Its strategic objectives are to shrink the tax gap con-
siderably, to ensure taxpayers meet their liabilities in full, and to have smooth and effective processes

of taxation at all levels as well as capable and motivated employees.

Tax Administration is divided into departments according to tasks and responsibilities: The Individual
Taxation Unit, the Corporate Taxation Unit, the Tax Collection Unit and the Taxpayers Services Unit.
Furthermore, there are two autonomous bodies within Tax Administration: The Central Tax Board
that issues advanced rulings, and the Board of Adjustment which processes appeals against tax deci-
sions. Six service units take care of IT services, legal matters and other assisting functions. Tax Ad-
ministration collects over 50 billion euros in taxes yearly. It employs approximately 5 300 people and
has over 100 local tax offices in Finland. Tax Administration has strongly developed its e-services
during recent years. Its employees are specialists from many fields. Tax Administration also provides

customer service in addition to personal service by phone, e-files, forms, chats and web pages.

Tax Administration individuals under the study

The personnel at Tax Administration, who took part in data-gathering, were staff members, mainly
from the headquarters in Helsinki but also from other cities in Finland. Their work was related to
open service innovation development from various perspectives, such as organisational development,
process development, strategy, innovation, services and digitalisation. Altogether, 51 people from
various units, with titles such as specialists and directors, participated in the data collection. It should
be noted that, in Tax Administration, specialist, manager or director are common job titles that are
not indicative of the work context. These individuals, from different units, had multidisciplinary back-
grounds, and they were committed to active development work. In Tax Administration, constant de-
velopment was part of each individual’s job. Open service innovation was already on the organisa-
tion’s development agenda. Therefore, Tax Administration had already developed some approaches

towards open service innovation prior to data-gathering.
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The data were collected from interviews and observations during training and workshops and from
other meetings. The connection between the researcher and Tax Administration was intense, with
regular meetings taking place over two years (Appendix 1 gives a more detailed explanation of the
data-gathering intensity). Individuals openly discussed the phenomenon being studied, often showing
the researcher internal plans and papers to illustrate the topic being discussed. The following docu-
ments were examined to develop an all-inclusive view: Tax Administration strategy, innovation pro-
cess plan, processes for interactions with higher education institutions, processes for experimentation,

other general internal processes, web pages and social media posts (Twitter and LinkedIn).

4.3.1 Tax Administration case study analyses

In the following case study analyses, the initial conceptual framework is discussed. The longitudinal
approach to data-gathering over two years provided an overview of how the phenomenon being stud-
ied evolved over time. Figure 25 illustrates how the open service innovation development processes
changed prior, during and after the data-gathering for the Finnish Tax Administration. In other words,
operational details of how open approaches to innovation for services are being developed in Tax
Administration were demonstrated through examination of practical issues during the process of open
service innovation design and development. It is noteworthy that the aim was mainly to collect real-
time data but, while individuals were developing open service innovation approaches, it was very
natural that they referred to past and future plans. In other words, development processes towards

open service innovation are continuously evolving.
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Figure 25 Tax Administration’s open service innovation development prior to, during and after data-gathering.

4.3.2 Customer collaboration

The importance of customer-centricity is well-understood in Tax Administration. In practice it is im-

plemented through customer collaboration and the concept of service design is known to the
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personnel. Their strategy emphasises customers and positive customer experience. This requires en-
gagement with customers in numerous ways as well as engagement with various other stakeholders.
The aim of Tax Administration’s customer service is to make their services effortless by developing
new and current services with various partners. On a practical level Tax Administration offers training
in service design and the role of some of the staff members’ is to focus on how to develop current
and new services for their customers. As one director explained: ‘We have lots of personnel who are
educating themselves for service design and I think it’s superb...and solution service unit so clearly
have identified that our job is to make sure that service design in reality is present’. Furthermore,
Tax Administration uses consultancy support in the field of customer collaboration. They openly
explain how they have redesigned their organisation and reformed their culture to enable better cus-
tomer experience with the help of consultancies (see Figure 26). However, customer collaboration or
other stakeholder collaboration is not visible in official job titles as those involved are public officers
which means that job titles are set and do not always reflect the actual work accomplished as part of
the role. Nevertheless, overall, the personnel in Tax Administration are interested in communicating
with their customers to find the best possible ways of offering services and this is seen in strategy,
which highlights the importance of customers. Tax Administration’s strategy was renewed in 2018,

and customer focus was highlighted even more than in the previous strategies.

futurice SERVICES CASE STUDIES ABOUT CAREERS INDUSTRIES BLOG CONTACT US
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Figure 26 Tax Administration consultancy support?.

26 https://futurice.com/case-studies/finnish-tax-administration-tribe-experiment
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However, Tax Administration also faces challenges with regard to customer collaboration. Personnel
explained that they should play a more active role especially in the beginning of service development
to involve customers. Furthermore, transparent and systematic ways by which to collect understand-
ing and knowledge from customers were seen as important, as articulated by one specialist: ‘We are
not active enough getting to understand from our customers’. The challenge is that Tax Administra-
tion sometimes focuses too much on internal working process rather than on customers’ needs, as one
interviewee explained: “...often we still all are starting somehow from our (internal) processes or our
channels and not from customer needs. Somehow that is still the world...’. Although internal pro-
cesses are being actively and constantly developed and are used for improvement, the customer’s
voice is not always heard. One director described this situation in the following way: ‘Could I some-
how explain this situation that we have so many tasks in our development line from our internal
development needs and internal processes that we don’t have enough resources to focus more to our

customer’.

During data gathering, the recognition of customer collaboration was highlighted by one of the spe-
cialists: ‘Lately it’s been empathised and improved that we are starting to develop services more from
customer needs and we are noticing customers...and this is seen lately’. By the end of the data gath-
ering, at the beginning of 2020, management said they were establishing an internal unit to focus on
customer collaboration. This unit will internally serve other units whenever needed to gain customer

insight information.

4.3.3 Other stakeholder collaboration

The aim of Tax Administration is to develop services by placing customers at the centre and interact-
ing with other stakeholders in parallel. Therefore, Tax Administration actively meets other stakehold-
ers. In particular, they collaborate with various stakeholders in an agile way when there is change
required from the government. Overall collaboration with other stakeholders is important for Tax
Administration and this is well understood among personnel.

Collaboration with higher education institutions is valued by Tax Administration and there are inter-
nal instructions and processes on how to do so. Tax Administration supports student projects (see
Figure 27) and is interested in being involved with university research projects. For instance, Tax
Administration’s management expressed an interest in supporting this thesis. The results were pre-

sented to personnel and the General Director. There was also a request for another meeting about the
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results to provide the opportunity for more detailed discussion. This illustrates that Tax Administra-

tion is keen to learn from research results and use research knowledge in their management decisions.
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Figure 27 Higher education institutions collaboration among Tax Administration?.

To meet international stakeholders, personnel are active in various global networks and seminars.
They regularly meet colleagues in other countries by benchmarking their services and discussing
daily work. Furthermore, they seek new ideas by doing staff exchanges in other public organisations
in Finland. This is achieved across personnel in all departments from the top management to the lower
levels if individuals express an interest in staff exchange. The aim is to learn from others and increase
personnel know-how. During the data collection it became increasingly clear that Tax Administration

is using other stakeholders’ collaboration actively internationally as well as nationally.

Internal co-operation among different units is quite active and the need to interact internally is recog-
nised. Tax Administration has internally created teams where members are from different units
around Finland. For instance, some staff members’ managers might be 600 km from other team mem-
bers. According to personnel, distance does not bother them as they are used to digital communication

tools and sometimes personnel use internal flights to meet each other in person.

27 https://www.aalto.fi/en/news/helsinki-family-centres-the-finnish-tax-administration-and-nordea-join-the-hackathon-

course
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Interest towards start-up co-operation is evident in Tax Administration’s participation in hackathons
and start-up events as well as in international collaboration (see Figure 28). Furthermore, consultan-
cies are used regularly, for instance internally for developing team functions or externally with cus-
tomer work. The barrier to these kinds of stakeholder collaboration is that Tax Administration needs
to engage in competitive tendering for all non-public partners. Therefore, when working, for instance,
with start-ups or consultancies, the process is not always rapid. Nevertheless, Tax Administration are
still able to work in an agile way with several partners as they have created internal processes on how
to act in these kinds of situation to secure agile experimentation. The main challenge is that co-oper-
ation with various stakeholders is not transparent or systematic, meaning that information about those

with whom they are co-operating is not gathered in one place.
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Figure 28 Tax Administration’s international collaboration and hackathon event.

At an operational level the outcome of active customer and other stakeholder collaboration is the
many contributions of new ideas from personnel, customers and other stakeholders. The challenge is
that only a limited number of ideas can be applied to Tax Administration. Therefore, an internal
process exists called ‘from idea to solution” where all ideas can be proposed and handled (see Figure
29). One of the directors explained it as follows: ‘From idea to solution service is that structure when

you have an idea (how to improve something or create something new) you will write it to this service

28 https://www.vero.fi/en/About-us/newsroom/news/uutiset/2019/the-nordic-smart-government-project-meets-the-gov-

ernment-programmes-objectives-on-making-use-of-financial-information/
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and this idea will be examined and if it is good it will be allocated as a new project. We have some
support, structure and permission to develop innovations.” One specialist expressed there are still
challenges in how to prioritise: ‘We have certain systems where we are gathering new ideas and what
should be handled next. Then again comes the fact that there are much to do and challenge to prior-

itise’.
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Figure 29 Tax Administration’s internal process from idea to solution.

The positive change is that Tax Administration has started to be innovative in an agile way, and to
use structure and systematic processes when developing new ideas or innovations, as one specialist
described: ‘I would say that we have experience about experimentation...we have realised that things
could also be done in a different way. And then there is support; innovation — and experimentation
policy and some systematics’ (see Figure 30 30). During the data gathering Tax Administration started
to use the online tool to develop innovation process transparency and encourage a larger number of

personnel to be involved in innovation development.
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Figure 30 Tax Administration’s internal draft plan of how to promote innovation and an experimental culture.

Some staff members mentioned that the challenge is that there is no time to do anything else than
normal work and there is no time for experimenting as evidenced by one director: ‘... Well there is no
time for experimentation...even though we have permission to leave outside our workplace or go to
seminars to see interesting case-introduction or something else. I don’t know how much other people
inside in our organisation have time to do this’. Several personnel expressed hope that in the future
there would be more work time allocated to innovation and experimentation. Nevertheless, there is
no single innovation unit, manager or director who is responsible for customer centricity, other stake-
holder co-operation or innovation but some people are in charge of innovation alongside their other
work and other staff members also have permission to take part in innovation work. It is a strategic
choice for Tax Administration not to have one single unit for work that focuses on innovation with

the focus of stakeholder co-operation.

Tax Administration have named people who are responsible for bringing outsider knowledge to their
organisation. According to personnel, this is challenging as interaction with stakeholders is the re-
sponsibility only of some people and there is no systematic process of interacting with them. There
is only a process by which to present new ideas, as one specialist explained: ‘This is something (in-
teracting with stakeholders) that happens from individuals and in that way we are quite in the begin-
ning but we are heavily interacting with stakeholders. From the organisational perspective it’s not

very transparent how much we are doing co-operation with different stakeholders and what we
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achieve by this. We have cases when we would like to utilise our co-operation members, relations
and build networks. Also, we need to develop internal and external and to have transparency as well
as participation. We have lots of work in progress in this field, but we need to work out more on how
to make this more systematic and prioritise it more according to our goals’. Overall, there were sev-
eral statements from personnel that demonstrated Tax Administration’s willingness to utilise stake-
holders and relationships, as well as to build networks internally and externally, developing transpar-
ency and enhancing contributions. However, there is still work to do in prioritising systematic pro-
cesses. All in all, there is much interaction with stakeholders but in general management support is

lacking and information gathered from stakeholders is not being systematically collected.

4.3.4 Open organisational culture

In particular, the interview data from Tax Administration supports organisational culture as an essen-
tial element towards open service innovation. In practice, open organisation culture is enhanced by
job exchange internally or in other public organisations and mutual meetings and development days
among staff, as one specialist described: ‘I guess staff exchange, open info meetings and development
sessions utilise culture to be more open’. Furthermore, the use of digital communication tools, such
as Skype, are seen as enablers towards openness. More specifically, digitalisation easily allows inter-
action among Tax Administration personnel all over Finland, as one director supports: ‘Almost eve-
rything can be done through online meeting...also workshops’. Observations also showed that per-
sonnel are very skilful and familiar with digital communication tools and they are frequently used.
This enables openness towards different internal units all over Finland as participation in meetings or

events is effortless online.

Before data collection Tax Administration renovated their premises, promoting multidisciplinary
working patterns. As a result, people work more with others internally. One of the specialists de-
scribed the changes to the office premises as follows: ‘the cultural change is happening. I can see
that outsiders are also contacting us more and more because we are so visible nowadays’. Further-
more, personnel are taking the initiative to contact stakeholders as upheld by one specialist: ‘We are
much more active than we used to in many ways supported by our premises by networking with sev-
eral stakeholders’. The data suggests that an open office is enhancing openness in the organisational

culture.
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Management has also fostered a greater interest in experimentation at Tax Administration as backed
up by one director: ‘Grassroots experimentation is one of the issues which we have been developing
in the past few years. This means that everyone from personnel have a permission and even duty to
develop own work. This means that if you have an idea then you think how to implement that in
practice and you just do it. In this way we are trying to change the culture...by doing things’. The
data shows that Tax Administration has taken various concrete steps towards enhancing openness in
organisational culture: ‘Organisational culture and new ways of working...tax administration has

done lately much progress’.

4.3.5 Enablers of open service innovation

The data from Tax Administration showed that customer-centricity revolves around customer collab-
oration. In addition, customer collaboration, other stakeholder collaboration and open organisational
culture were identified as the main elements in open service innovation. A systematic and transparent
process was recognised as the main enabler. However, the data also demonstrated other themes as
being enablers when developing open service innovation. The following section presents these themes

and the open service innovation outcomes.

Top Management support

Top management in Tax Administration support innovation work to some extent but not yet ade-
quately, as one specialist described: ‘I think that open innovation work is not systematically managed,
Imean that it deepens how much individuals have contacts and interest I guess it’s also a coincidence.
However, overall spirit for this kind of work is positive but systemic is in a halfway’. Another spe-
cialist stated: ‘If there are lots of different partners with whom we produce that service the problem
comes how to manage it, how this kind of situation should be managed’. During data gathering the
top management approach changed to support more innovation, as one specialist explained: ‘We have
new spirit here. When we had our management days our general director who was standing in front
of us and he said ‘that I don’t know what is going to happen we don’t have any plan but we just can
do things without careful planning’. In the following week there was so many excited people who
wanted to do some experimentation in their work. This is the reason I would say it is management
that enables things to happen. The personality of the management who is present and see that we

have here wonderful people, lots of know-how and I would like to utilise personnel full potential’.
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During data gathering top management made some changes to support customer collaboration in in-
novation. They created a group of people (spring 2020) to focus on supporting customer collaboration.
All internal units can ask this group for help and support to make sure all are listening to customers.
The group of people focusing on customer collaboration has knowledge of service design methods
and the ability to use consultancies if needed. Their aim is to gather knowledge from customers sys-
tematically. However, currently there is no plan to have a separate innovation unit despite the fact
that the personnel involved with innovation seem to prefer the idea of an innovation unit. Instead,

Tax Administration’s management is focusing rather on customer collaboration.

The personnel explained that the barrier to innovation work is that some managers have worked for
a long time in Tax Administration. This sometimes creates a situation where managers do not want
to welcome any changes, as one specialist explained: ‘Perhaps we have some kind of securing own
position, the greed of power...somehow people get excited about new things but they are not ready
to see that this means changes what I mean renounce, kill your darlings, and then go towards new.
That is quite a step and I think that this is something where all managers are not ready’. Overall, top

management support was often mentioned in the interviews as an enabler in open service innovation.

Strategy

During data collection at Tax Administration, the role of strategy was emphasised as an enabler in
open service innovation. One specialist described: ‘For me it (strategy) has always been paper where
1 kind of, I mean certain issues arise from there which are strongly leading what I do and I don’t have
to find out what is the direction’. Management support of open service innovation is evidence in Tax
Administration’s strategy which was renewed during data collection in 2018. One of the strategic
aims is a positive customer experience to support customer centricity. Furthermore, strategy empha-
ses experimentation, innovation and an organisational culture where personnel encourage each other
to experiment. During data gathering it was observed that strategy is implemented by all, ranging
from the top management to personnel. Overall, therefore, strategy supports open service innovation

in Tax Administration.

Training and workshops

Training and workshops were helpful when developing open service innovation. Before workshops
or training, a briefing on how the training fitted into current development plans was observed as being

useful. Tax Administration was successfully able to transfer knowledge from one training session to
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another. It was observed that the main reason for this was that some specialists participated in every
training session. One person always briefed other participants about lessons learned from previous

training sessions before the start of any new training session. Training sessions were often workshops

where several people participated (see Figure 31).
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Figure 31 Tax Administration's workshops pictures developing open service innovation.

However, on a few occasions training was not as successful when participants were sent by manage-
ment without any briefing. This created confusion among training participants on how learned
knowledge related to current development work in Tax Administration. However, in general, these
kinds of events were observed as being useful especially when participants actively networked with
others or gathered more information during the breaks from other participants outside their organisa-

tions.

Co-creation

Co-creation is mostly associated with customers. This was noted during the interviews when people
connected co-creation with customers. One of the specialists commented: ’If ] think about co-creation

then we test service with customer...but that is something that we already have decided to do or what
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we are going to do. Then this customer is only testing it...we are still in the process of using co-
creation in the beginning when developing something’. Personnel felt that there is a need for co-
creation to be part of service development from the very beginning. A specialist in service design
explained: ‘We have had this co-creation for a long time with services by testing them with customers .
The challenge is that there is not enough know-how as to whether co-creation is needed or when is it
needed: ‘Co-creation is not instinct value but we should rather understand when to use it...its not be

fascinated about co-creation without an idea why to do it’.

Internally, among personnel, co-creation is accomplished to some extent in Tax Administration.
While developing new services Tax Administration asks other internal units for input but this is rarely
pure co-creation. In past years Tax Administration has developed internal co-operation, as explained
by one of the specialists: ‘In the past years’ internal co-operation has much increased between dif-
ferent units, [ mean that we are not working in silos anymore’. The organisation has identified that it
is important to internally work with different units and therefore they have purposely mixed units to
meet each other’s needs and work together to achieve a multidisciplinary perspective in service de-

velopment.

Tax Administration actively meets various stakeholders but again this rarely leads to co-creation as
elucidated by one specialist: ‘We do have good connections to the outside world where we are dis-
cussing with stakeholders, but we are not really co-creating’. Some of the personnel explained that
the aim in the future should be to use co-creation to create ecosystems which serve customers among
various stakeholders but the challenge again in this is how to manage it as outlined by one specialist:
‘We would really much like to put together people life situations which they are facing and think who
we need in this to offer them services and in this we need co-creation...this means that we need firms
and public organisations or third sector and citizens. The big question for us and also in the treasury

is how to manage this ecosystem...that is a challenge’.

Data utilisation

Data and its value in customer-centricity is understood in Tax Administration. According to manage-
ment, they have people who work in the field of data analysis. They also focus on knowledge man-
agement and customer data. Overall, data is identified as one of the focus areas to be developed ac-
cording to one specialist: *From data analytics we have had massive projects and there is much to
do...other public administration haven't done similar investigations and the sort of groundwork’.

However, there are contradictory perspectives among personnel and management, as in practice data
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is not greatly used when developing services for customers, as described by one specialist: ‘We are
not sitting in the same table with data analytics’, another person explained; ‘we are beginning to
understand in our organisation a broader perspective what we can do with our data and what the
current technologies with data could offer’. All in all, data is identified as important; however, alt-
hough management upholds that it is widely used, specialists involved with service development

stated that they do not interact with data analytics.

Therefore, during the data collection, management identified that data analytics work should be more
agile, usable and visible for personnel. As a result, in summer 2019 Tax Administration established
a focused agile team from data analytics whose work is to serve other units. In practice this means
that any unit can order services from this team. The overall aim is to make knowledge management
part of decision making and manage the societal challenges as well as enhance evidence-based man-
agement with the utilisation of data at the core. Nevertheless, the challenge remains and in future Tax

Administration will need to focus more on customer-centricity using a multidisciplinary team.

Open service innovation outcome

For Tax Administration, successful open service innovation value capture means that services are
developed based on customer needs. This was explained by one of the directors as follows: ‘Mistakes
can happen when we only develop services to meet our own needs. Fortunately, in recent times, we
can develop services more successfully. By this, I mean that, to be successful, we need to focus on the
customers’ perspective and on fulfilling their needs’. One specialist involved with customer collabo-
ration stated: ‘We are now looking for collaboration with others and, in this way, we can develop our
services effectively’. The challenge is that there is a need for systemic transparency. In the words of
one manager: ‘Currently, systematic transparency is halfway there, and we are working on improving
it’. Another specialist added: ‘This is definitely connected to transparency. I mean that we should not
be engaging in parallel collaboration in different units’. In short, open service innovation outcome
value capture occurs when services are developed based on customers’ needs in a transparent process

of collaboration with others.

4.3.6 Summary of Finnish Tax Administration case

Customer centricity in Tax Administration is well understood and revolves around customer collab-
oration. However, the way in which customers interact and collect information is not systematic. This

was identified in Tax Administration and therefore in future they plan to form a group of people to
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focus on customer collaboration and help other units whenever needed. Tax Administration is active
in collaborating with various stakeholders in Finland and in other countries, but again a systemic and
transparent approach to stakeholder collaboration is lacking. Thus, the results indicate that transpar-
ency and a systematic approach are needed to ensure successful open service innovation. Furthermore,
openness is in organisational culture was internally developed in various ways to enhance customer

and other stakeholder collaboration.

Tax Administration’s strategy emphasises customer and other stakeholder collaboration. Innovation
and development are accomplished alongside other work tasks, which creates a situation in which
there is not always enough time to carry on needed innovation work. The strategic choice is not to
have a separate innovation unit, but rather a group of people whose work is partly focused on inno-
vation. Personnel are used to constant development, as they have a history of active internal develop-
ment. They utilise data when developing services, but it is not transparent internally as to how this is
done. Data utilisation was identified as one enabler towards open service innovation. The research
results also identified numerous other enablers towards open service innovation. First, top manage-
ment support was seen as important in encouraging collaboration with various stakeholders and cre-
ating a supportive organisational structure. Second, strategy is supportive of open service innovation
which is important for personnel to give direction to their work. Third, training and workshops were
seen as helpful especially when there was an internal briefing about how the training and workshops
related to current development. Furthermore, co-creation was one of the enablers but mainly related
to customer collaboration. The overall aim in open service innovation is value capture which means
that services in Tax Administration are developed from customer need where there is a requirement

to collaborate among various stakeholders.

4.4 Cross case analysis

The previous sections describe each of the case studies structured around the elements of the initial
conceptual framework. Furthermore, operational details are given by illustrating processes for imple-
menting open service innovation and practical issues in open service innovation management and
development. The cases also highlight some emerging enablers to open service innovation: systematic
and transparent processes, management support, strategy, training and workshops, co-creation, and
data utilisation. The following section provides summaries of key issues that address the main re-

search question. This section discusses the similarities and differences across the cases in large private
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and public sector service organisations, highlighting the frequently noted enablers and barriers. Fi-

nally, successful open service innovation outcomes are defined.

4.4.1 Customer collaboration

The case studies in this research included organisations with strong customer-centricity. The data
illustrates that customer-centricity is of primary importance and well understood by top management
and general personnel in each case study where customer collaboration is regularly implemented. One
of the customer collaboration enablers identified across organisations was training offered to employ-
ees to understand concepts such as service design and co-creation. Another enabler was found to be
the engagement of personnel with service design skills and a commitment to customer-centricity.
However, the data demonstrates that the case study organisations still regularly use consultants to
find ways of improving customer satisfaction and seeking service innovation. Customer collaboration

is also reflected in the organisations’ commitment to personnel in everyday work.

Even though the case study organisations have many similarities in their approach to customer col-
laboration, there are also some differences. One is the organisational structure. The public sector
organisations, Tax Administration and Keva, have similar approaches in the way some employees
are involved part-time in customer collaboration. In contrast, K-Group has one central unit led by the
Head of Customer Experience and Design (see Table 12), along with several service designers who
assist internal units with their emphasis on customers. However, when data gathering was complete
at the beginning of 2020, Tax Administration noted that they also required an internal unit. Therefore,
the management decided to establish a group of people to serve other internal units to enhance cus-
tomer collaboration and customer-centricity. Keva also considered the future addition of a similar
unit to focus on customers. There is an indication in the data that an internal unit or group of people

dedicated to customers is useful.

K-Group and Keva highlighted the importance of customer-centricity in both internal and external
marketing. For instance, blogs were written by personnel, videos were produced, and webpages were
updated with content explaining the companies’ customer focus. In addition, management empha-
sised the importance of customers in their communications. Table 12 shows all the enablers of cus-
tomer collaboration. It is worth noting that actions focused on customer collaboration in the case
study organisations are very similar. The ticks show similar enablers repeated by several people and

found throughout the documentation.
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Customer collaboration enablers

K Group Keva | Tax Administration
Strategy support 4 v v

Use of consultancies ‘/ V g V
Porsonnel training ‘/ .................. V ................ V .............................

Top management support “ """""""""""" ‘, ,,,,,,,, V 7

Service design skills of some personnel | V v 77 t/ |
Offering training on customer-centricity for personnel ‘/ ................... ‘, """"""""""" ./ """"""""""""""""""""
Highlighted in internal and external marketing ‘/ ................... ‘, """"""""""""""""""""""""""""""""""
Service designunit ‘/ .......................................................................

Table 12 Enablers to customer collaboration.

There were also some challenges with regard to customer collaboration among the case study organ-
isations, many of which were similar. The primary obstacle was the absence of a systematic approach
to improving current services or developing service innovations. More specifically, the organisations
often focus on their own needs rather than on customers’ needs, even though all agreed that it would
be cost-effective and useful to interact with customers from the very beginning when developing
services. Ideally, the interaction with customers should continue throughout service development.
The data suggests that a service development system in which customers are always involved from
the very beginning should be transparent and systematic. Transparent is defined as follows ‘if sub-
stance or object is transparent, you can see through it very clearly’ and systematic is defined as;

‘according to an agreed set of methods or organised plan’ (Cambridge Dictionary, 2021).

Similar barriers were visible in the two public sector case-study organisations; they found it challeng-
ing that their official job titles do not reflect their work related to customer-centricity. The challenge
is that external and internal partners do not always recognise who works in the field of customer-
centricity. Personnel hope that this will change in future. Among the case study organisations, cus-
tomer collaboration barriers and enablers were quite similar, even though the size and nature of the
organisations varied (see Table 13). The ticks show similar barriers repeated by several people and

found throughout the documentation.
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Customer collaboration barriers

K Group Keva | Tax Administration

Services are often developed from the organisations’ v v v
internal perspective and not from a customer perspective

Customer collaboration is not systematic and transparent v v v
From the beginning of service development,

. v v v
customers are too rarely involved

Customer collaboration is not reflected v v
in official job titles

There is no internal unit for customer collaboration v v
Well-managed, systematic and transparent

ged. 5y Aanspar v v v
approach is missing

Table 13 Barriers to customer collaboration.

4.4.2 Other stakeholder collaboration

The organisations’ aim was to develop services by placing customers at the centre and in parallel
interacting with several other stakeholders. This was seen as important in helping case organisations
to develop services from various viewpoints by offering customers services which they may not re-
alise they need or are aware of themselves. In practice, during data gathering it was observed that
customer collaboration work tasks are prioritised as well as other stakeholder collaboration, but only
some of the personnel are involved part-time and they need to manage these tasks alongside their
other work responsibilities. The need to collaborate with other stakeholders was identified by top
management while their efforts at customer-centricity have started prior data collection. In an ideal
setting, the case-study organisations would like to create ecosystems that include various stakeholders
to benefit customers. Overall, case organisations are managing their open service innovation approach

with primary focus on the customer, followed by collaboration with other stakeholders.

The way in which other stakeholder collaboration is implemented varies among the case organisations.
Tax Administration identified the importance of other stakeholder cooperation earlier than the other
organisations and engaged in several supporting activities. They actively meet with several national
and international stakeholders who take part in seminars and other events. In addition, some staff are

assigned to bring outside knowledge to their organisation and to actively engage with others outside
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their organisation. Tax Administration personnel also have the opportunity to exchange staff with
other public sectors in Finland. Tax Administration collaborates with higher education institutions
and has created internal processes for this interaction. Research knowledge is valued in Tax Admin-
istration and used as part of the decision-making process. All of these practical implications are sum-
marised in Table 14, which lists the enabling actions that contribute to other stakeholder collaboration.
Overall, Tax Administration looks favourably on outside knowledge and they have a long history of

continuous development and experimentation.

In contrast, K-Group organises some open innovation activities, such as international collaboration
events among start-up companies to improve and develop services. These events are well-marketed
in social media, attract stakeholder interest and create a positive image for the company. During the
initial data gathering, K-Group’s attitude toward higher education institutions was not positive. The
reason was that it perceived educational institutions as slow and not always compatible with the needs
of business. However, during K-Group’s open service innovation development, the company started
to think that collaboration with higher education institutions could be useful. Keva made a similar
observation; however, Keva found it relatively straightforward to collaborate with research institu-
tions as often there is no need to follow public cooperation law. This was also the case with Tax
Administration. Furthermore, Keva expressed an interest in research knowledge, despite the fact that
one of the primary concerns voiced by many organisations personnel was that collaboration with
higher education institutions does not result in immediate benefits. However, the research for this
thesis was considered useful and attracted the attention of top management in each organisation after
the results were presented. Particularly the public sector showed interest in research knowledge form-

ing a part of the decision-making process and valued collaboration with higher education institutions.

The challenge for K-Group and open innovation is that they are accustomed to having control of
almost every initiative. One reason is that as a large matrix organisation K-Group can take advantage
of the skills of a variety of its personnel and business opportunities. In contrast, public sector organ-
isations like Keva and Tax Administration welcome information from outside their organisations and
are accustomed to utilising stakeholder knowledge. Both public sector organisations are by nature
open to external and internal knowledge. Tax Administration has an internal process for managing
ideas from customers or stakeholders. The similarity between Tax Administration and Keva is that
they must comply with public cooperation laws and treat all collaborators equally. During the early
phase of data gathering, Keva found compliance to be a challenge to its traditional business agility.

Tax Administration, on the other hand, created an internal process for coordinating with other firms
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to make compliance as easy as possible. Table 14 summarises the enablers of other stakeholder col-
laboration in the case study organisations. It shows that most of the enablers are similar, but Tax
Administration is the most advanced in other stakeholder collaboration, incorporating several stake-

holder collaboration activities.

Tax Administration has an internal process for coordination with higher education institutions that
surpasses the other case study organisations. In contrast K-Group has identified specific universities
as their partners in higher education. This arrangement allows K-Group to collaborate with those
higher education institutions that are most useful to them. During data gathering, Keva realised that
they needed to collaborate more with higher education institutions. In the beginning, none of the
organisations identified higher education institutions as essential stakeholders with whom to collab-
orate. However, during the data gathering process, they all began to recognise the value of collabo-
ration and this was particularly valued by the public sector organisations. Since there is no competi-
tion among public-sector organisations, they actively work with each other. When the law changed,
Keva coordinated with other similar organisations, even private ones, to comply with the law. Tax
Administration was the most active in cooperating with various firms to develop services. Prior to
data collection, they were already actively networking with other public sector organisations as well
as various private sector organisations. Furthermore, every case study organisation worked regularly

with various consulting firms.

Start-up cooperation was also recognised by the case study organisations. However, the way in which
it was implemented varied. Tax Administration took part in start-up events and hackathons. During
the data collection, K-Group recognised the importance of start-ups and started organising annual
international events to attract start-ups and to receive help from them to develop K-Group services.
Keva’s attitude changed toward start-up cooperation. First, they considered it to be challenging be-
cause of competitive tendering for all non-public partners. However, their attitude changed at the end
of the data gathering process because they noticed that other public sector organisations were working
in creative ways, such as collaborating with start-ups. Table 14 summarises the enablers of other

stakeholder collaboration.
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Enablers of other stakeholder cooperation

K Group Keva Tax Administration

Collaboration with other stakeholders is identified as

v v v
necessary by top management
Understands the need to develop services by placing

customers in the centre and interacting in parallel with v v v
other stakeholders

Some personnel tasks are palﬂy invol_ved with v o v
innovation work

Other stakeholder cooperation is recognised in the v v v
strategy

Many new ideas from personnel, customers and other v v
stakeholders with internal structured processes
Identified people responsible for bringing outsider

: N v
knowledge to their organisation

Active in various international networks, seminars and v
forums

Possibility of staff exchanges with other public v
organisations in Finland

Actively meets various stakeholders v

A long history of constant development and v
experimentation
Randomly organised open innovation activities with

v

stakeholders

Start-up cooperation is recognised 4 v v

Table 14 Enablers of other stakeholder cooperation.

The critical limitation of other stakeholder cooperation in all organisations was that it was not a sys-
tematic and transparent process, nor was it actively used in innovation or service development. Out-
sider knowledge was recognised as necessary, but the data indicate that the benefits would be more
significant if a manager or a team member was assigned to use this information and identify oppor-
tunities for cooperation. Currently, structured management lacks sufficient time for involvement of
personnel in stakeholder collaboration. Personnel feel that an innovation unit would help overcome
the challenge, but the organisations’ top management is not yet ready to establish an innovation unit.

Senior management will decide whether it should be established in the future. During data gathering,
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management supported some of the personnel assignments to work with stakeholders and enrich an
open, innovative approach. Nevertheless, the challenge was that personnel thought that they did not
have enough time to meet stakeholders or develop such activities. Furthermore, other stakeholder
collaboration was not integrated into official job titles. Table 15 summarises the barriers to stake-

holder collaboration.

Barriers to other stakeholder cooperation

K Group Keva Tax Administration
A systematic and transparent process for other
. . 4 v v
stakeholder cooperation was missing
Insufficient time for stakeholder cooperation v 4 "4
Absence of an innovation unit manager responsible
: . ; v v v
for other stakeholder cooperation or innovation
Absence of structured management v v v
Other stakeholder cooperation was not included in
L v v v
official job titles
Growth of “not invented here” syndrome v
Obligation to follow public cooperation laws and v
treat all collaborators equally

Table 15 Barriers to other stakeholder cooperation.

4.4.3 Open organisational culture

Open organisational culture was regularly mentioned in interviews as a central starting point and a
key feature in open innovation in service development. There seems to be a pattern in the case organ-
isations which enabled them to develop open organisational culture. One element of the pattern was
to renovate the office premises to support multidisciplinary work and this included open office spaces.
Another element of the pattern was that case organisations observed the need to have internal projects
or personnel whose work is focused on how to develop an open organisational culture. The first step
was recognition from the management who established and supported that cultural change. The result

was increased openness among personnel and toward stakeholders.
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Tax Administration renovated their offices and allocated internal projects to support open organisa-
tional culture before data collection started. The other two organisations did this during data collec-
tion. It was, therefore, evident that Tax Administration was more receptive to an open organisational
culture than the other organisations. This openness was noted in the attitudes of personnel as well as
through specific actions, such as internal and external job exchanges. Moreover, at the beginning of
data collection, Tax Administration personnel were encouraged to try new things within their allo-
cated budgets without asking management permission every time. Within the budget, experimenta-
tion among personnel was active. Top management launched this as an experimentation philosophy.
Table 16 shows that Tax Administration engaged in more actions for developing an open organisa-
tional culture than the other organisations. All their efforts were designed to enhance openness, cus-

tomer-centricity, customer collaboration and other stakeholder collaboration.

At the beginning of data collection in 2018, Keva recognised the importance of an open organisational
culture. They started by renovating their central office to create a modern open space office; as a
result, multidisciplinary collaboration increased. Furthermore, the innovation culture spread through-
out the office as previously closed internal teams were now integrated. Internal projects focused on
cultural change were also useful for management support. Moreover, they identified personnel need-
ing support and encouragement to work with new open attitudes and approaches. Keva’s data indicate

that openness in the culture was recognised as essential.

K-Group undertook a substantial change in its physical offices. They built a new modern office build-
ing in central Helsinki designed around the concept of openness in the organisational culture. The
new office was a success and had a positive effect on K-Group’s culture. Multidisciplinary work
increased, and several weekly events were organised with various stakeholders. It is useful to recall
that K-Group is a large, financially stable organisation and was presented with the opportunity to
build a top-quality modern building in a central location while making innovative changes to its office
culture. Once the office was fully operational, they nominated two people to run internal projects to
explore opportunities for even more enhanced openness in their organisation. Table 16 illustrates that

many of those features reflect an open organisational culture.
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Enablers of the open organisational culture to enhance open service innovation

K Group Keva Tax Administration

Openness in the organisational culture was

emphasised as an key element of open service v v v
innovation

Renovated offices to support an open organisational v v v
culture

Internal development projects focgsefi on an open v v v
organisational culture

Internal job exchanges or with other public v
organisations

Management launched a philosophy of innovation v

Multidisciplinary working v v v

Encourage to try new things v v
Events organised among personnel and with various

stakeholders v v v

Table 16 Features of the open organisational culture affecting open service innovation.

4.4.4 Enablers of open service innovation

The primary features for open service innovation identified in the case studies were customer cen-
tricity, customer and other stakeholder collaboration and an open organisational culture, in which a
systematic and transparent process was found to be the main enabler. Furthermore, the data indicate
that there were also other main enablers in the development of open service innovation: top manage-
ment support, strategy, training and workshops, co-creation and data utilisation. In the following sec-

tions, each enabler is described, followed by closing comments.

Top management support

To be successful, it was found that support and recognition of open service innovation development
by top management is essential. At Keva, management highlighted open innovation and the im-
portance of customer-centricity in their presentations or blogs. Management also participated in some

workshops or training sessions. In the other two organisations, management support for open service
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innovation was focused primarily on customer-centricity. Keva was a frontrunner in the sustained

support of management.

At the start of data gathering, the case study organisations lacked the structured and transparent man-
agement necessary for open service innovation. In particular, work on innovation by central manage-
ment was lacking. Another common obstacle was that some managers resisted organisational change.
Personnel felt that some long-standing managers wished to continue in their current positions and,
therefore, opposed any new development that would threaten their job security. This resistance was
a common theme in all the case study organisations but was the primary obstacle at K-Group which
is a matrix organisation that could place limits on management flexibility, decision-making or busi-
ness development. Data showed that some managers adhered to a traditional work culture in which
management was in control, and the employees’ role was to listen. Nevertheless, K-Group wanted to

change its management style to be more agile in the future.

Strategy

Instead of strategy focusing on open innovation as a primary area of emphasis, the original strategy
focusses in all cases was customer-centricity. Despite the fact that open innovation was highlighted
in the organisations’ strategy, how that strategy was carried out varied among the organisations. More
specifically, it appeared that some managers focused on the importance of open innovation more than
others. During data gathering, the organisations renewed their strategy and added new elements to
support open innovation. However, customer-centricity was still the main focus of the renewed strat-
egy. Common to all the case study organisations was that enabling open service innovation provided
an overall direction to personnel and encouraged their work on open service innovation. Some differ-
ences in the case study organisations’ strategies were documented. Keva specifically emphasised
open innovation. In contrast, K-Group and Tax Administration supported open innovation in their
strategies, but it was less visible than in Keva’s strategy. On the other hand, Tax Administration’s
strategy emphasised experimentation, innovation and organisational culture to support open innova-
tion. Despite some differences in the renewed strategy, all organisations encouraged open innovation.
The three organisations were able to develop open service innovation by ensuring that their strategy
supported it. However, personnel involved with innovation expressed a desire for open innovation to

be more visible in their organisation’s strategy.
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Training and workshops

Training and workshops were helpful in developing open service innovation. It was particularly use-
ful when, before the workshops or training, an internal briefing was held on how open service inno-
vation fitted into the organisation’s current development plans. Another successful element of train-
ing was attendance of the same employees at multiple events, which enabled participants to gain a
better understanding by adding knowledge to previously learned information and consistently apply-
ing it to their work. When employees did not receive an internal briefing on how a training event

applied to current internal development, the training was of little use.

Each case study organisation supported its personnel through training and workshops. These events
were useful for Keva and Tax Administration. The challenge for K-Group was that during the two
years of open service innovation training, the personnel involved in development changed three times.
On the other hand, their strength was active benchmarking and meetings with other organisations that
were more advanced in their open innovation. The primary obstacle was that top management did not
allow its employees to implement their learned knowledge. In comparison, Keva’s and Tax Admin-
istration’s management supported training and ensured that their personnel were highly motivated to

attend workshops and other events.

Co-creation

The data indicate that co-creation was first a method used with customers during the process of openly
developing services, and second, the method used internally among personnel in development work
as well as stakeholder collaboration. Co-creation was defined as different parties creating services
together systematically in close collaboration using, for instance, workshops where co-creation meth-

ods are used.

Co-creation with customers typically occurs at the end of service development when customers test
the service. Despite this, the case study companies believed that co-creation was ideal for use through-
out the service development process. Data indicate that the customers’ voices needed to be heard
throughout the process. All cases agreed that it is cost effective when customers are involved from
the very beginning of service development. Therefore, although co-creation offers valuable methods,
there are also other methods which can be used. In other words, co-creation is not an essential element

when involving customers and not always needed.
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Regarding stakeholder collaboration, meetings are held but personnel explained that the meetings do
not represent real co-creation. The data suggested that there is not enough time, or that co-creation is
not always needed. Ideally, co-creation with stakeholders is done in ecosystems creating customer
services among several parties. However, this does not happen often. The public sector organisations
Keva and Tax Administration use co-creation and find it useful. Furthermore, both employ internal
multidisciplinary teams utilising co-creation for service development as well as using digital online
platforms that enables innovations to be co-created internally among personnel. In the future, Keva
hopes to use digital co-creation with their customers. Keva highlights the importance of co-creation
in its internal and external marketing, which can be seen also in blog posts or on their webpage. Keva
personnel explained that they have successfully utilised co-creation several times. Compared to other

case studies, co-creation is a well-established internal process at Keva.

A similarity between the case studies was that their future visions include co-creation to develop
ecosystems serving customers among various stakeholders. Nevertheless, throughout the data gath-
ering process, co-creation was not the topic of long discussions nor emphasised by personnel. In other
words, co-creation does not seem to be a dominating concept in open service innovation. Co-creation
was seen as one enabler among others. Instead, customers and other stakeholder integration, as well
as openness in organisational culture, were the primary focus of personnel involved with open service

innovation development.

Data utilisation

A common theme was that data was recognised as valuable in all the case study organisations. How-
ever, the condition of the data varied along with the ability to use it. Case study results indicated that
K-Group was the most advanced in data utilisation. They have their own internal team that provides
support to other units on how to best use data. During data collection, it was clear that K-Group
personnel were familiar with data use. The internal team provided tools for different departments and
advised on how to utilise data and purchase data from outside sources. As a result, they have their
own data as well as data from various stakeholders. The weakness in data utilisation at K-Group was
the primary focus on the use of quantitative data but in the future, their goal is to utilise a mix of

qualitative and quantitative data.

Tax Administration also has its own unit responsible for data utilisation. However, the study reveal
that data analytics was conducted separately from service development, and their work was not fa-

miliar to personnel. Tax Administration attempted to correct this problem, but transparent internal
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cooperation is still absent. Therefore, during data gathering, they established a central team responsi-
ble for data analytics and serving other internal units. In contrast, Keva conducted very little data
analysis. One obstacle was that their data was not always satisfactory for use. Nevertheless, Keva and

Tax Administration hope to improve data utilisation when developing their services.

Open service innovation outcome

Successful open service innovation outcomes with value capture infer that the customer is satisfied,
and the organisation can offer the services the customer needs. In practice this means customer col-
laboration and other stakeholder collaboration is transparent and follows systematic processes. The
case organisations needs to know what is happening among various stakeholders. The main difference
between the case organisations with regard to the expected outcome of open service innovation was

the private sector’s ultimate aim to increase profitability.

Differences between private and public sector

The data indicate that, in the public sector, there are five common features of open service innovation
compared to the private sector. First, the public sector, by its very nature, seems to be open to collab-
oration with several stakeholders. The public-sector case study organisations are accustomed to col-
laborating with others, especially when the government requests changes, as happens when there are
legal changes to be implemented. In these cases, collaboration with other stakeholders is agile, rapid,
and transparent because the public sector is obliged to respond quickly to government requests. In
contrast, the K-Group, the private sector organisation, has a complex matrix structure. As a result,
collaboration with stakeholders can sometimes be slow because decision-making takes time. Second,
public sector collaboration with higher education organisations is seen as easy because there is no
legal obligation to enforce partner equality. Third, in the public sector case study organisations, re-
search knowledge is valued as a part of the decision-making process. Overall, the attitude towards

higher education and research organisations is positive in the public sector.

A fourth feature specific to the public sector case study organisations was that job titles did not reflect
what people did in practice. This was identified as a challenge, especially when working with people
outside the public sector. Therefore, the personnel prefer job titles that reflect the work they do. Fur-
thermore, the organisational structure is similar in the two public sector case study organisations re-
garding not having a central unit for customer collaboration or innovation. However, it should be

noted that they are both considering central units in the future. In contrast, the private sector
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organisation, K-Group, had a central unit for customer collaboration, and it was planning to have
another central unit to focus on open innovation as well as job titles that reflect the content of em-

ployees’ work.

Fifth, collaboration with various stakeholders in the public sector can be agile and rapid when there
is an internal process. This situation was illustrated in the data through collaboration with start-ups.
The public sector organisation, Keva, found collaboration with start-ups difficult at first. However,
the public sector organisation, Tax Administrator, actively and effortlessly collaborated with start-
ups and other stakeholders because it had created processes for interaction with various stakeholders
and had nominated people to take responsibility for the processes. Furthermore, the top management
of Tax Administration supports experimentation. This situation became a model for Keva when it
became clear that other public sector organisations had overcome related problems by creating pro-
cesses. In other words, public sector rules and regulations in stakeholder collaboration can be over-

come by developing internal processes.

4.5 Revised conceptual framework

The case study data gathered over two years from the large private and public sector organisations
was cross-case analysed based on the initial conceptual framework (Figure 3). The initial conceptual
framework provided a valuable basis for the analysis of the case study data because some elements
introduced in the initial conceptual framework were present in the data. The data demonstrated oper-
ational details of how open approaches to innovation for services are being managed, how processes
are developed, what the main enablers are and what differences there are between the approaches
used in private and public sector service organisations. In this section, the initial conceptual frame-
work, which was built upon constructs sourced from the current literature, is improved by the addition
of changes arising from the case study analyses. The outcome is a revised open service innovation

framework.

The rich case study data indicate weaknesses in the initial conceptual framework. Therefore, the ini-
tial conceptual framework needed to be revised and reframed based on the case study results that
reveal the whole process of open service innovation design and development. The case study data for
all the studied organisations clearly identified specific and central recurring elements associated with
open service innovation, which were not all included in the initial conceptual framework. These ele-

ments were: openness in organisational culture, the role of customers and other stakeholders, co-
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creation, five main enablers regarding the overall development of open service innovation and spe-
cific features typical of open service innovation in public sector organisations. An explanation follows

of the elements identified in the data that differ from the initial framework.

Openness in organisational culture

Openness (Kratzer et al., 2017) in organisational culture (Hofstede, 1998) is known in the literature
as one enabler among others towards open service innovation. However, the case study material re-
veal that openness in organisational culture is a fundamental and central factor in open service inno-
vation process design. Open organisational culture is a basic requirement for successful collaboration
with customers and other stakeholders. Furthermore, all case studies demonstrate a similar pattern for

how to enable an open organisational culture:

e Renovate offices with open spaces and areas for interaction with others
e Increase multidisciplinary working

e Encourage internal development projects supporting openness

In the initial open service innovation framework (Figure 3), the culture of an organisation was not the
main element. As indicated in the research literature, it was seen as an enabler. However, case study

results indicate that it is a central factor.

Customer collaboration and other stakeholder collaboration

The literature showed that customer collaboration is emphasised in services (Aarikka-Stenroos &
Jaakkola, 2012) as well as with other stakeholders (Ostrom et al., 2015). The case study data shows
how they relate to each other. The primary focus for organisations is the customer, followed by col-
laboration with other stakeholders. The studied organisations aim to develop services by placing cus-
tomers at the centre of operations while interacting in parallel with several other stakeholders. Some
of the personnel involved in part-time innovation focus on stakeholder collaboration, emphasising an
open approach. Furthermore, the case study organisations’ strategies clearly identify customer cen-
tricity with customer collaboration as a central aspect. However, the collaboration of other stakehold-
ers is seen as an important but not a central aspect, which differs from the initial open service inno-

vation framework, where equal priority was given to customers and other stakeholders.
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Main enablers for organisations in open service innovation

Six dominant themes recurred as enablers in an open service innovation framework in both the private

and public-sector case study organisations:

Systematic and transparent process

The findings reveal systematic and transparent (see definitions from Cambridge Dictionary, 2021)
processes as one of the main enablers in open service innovation. The case study data demonstrated
that systematic and transparent processes were repeatedly mentioned together with customer collab-
oration, other stakeholder collaboration as well as openness in organisational culture. Some prior
research supports this finding (i.e. customer centricity can be improved by upgrading the structure

and processes (van den Hemel & Rademakers, 2016; Shah et al., 2006).

Top management encouragement

Encouragement from the top management was seen as a main enabler, supported by management
leading by example, creating open environment and encouraging collaboration with all stakeholders.

This corroborates results from previous studies (Ahn et al., 2017; van der Meer, 2007).

Strategy primarily supporting customer centricity, secondarily supporting other stake-

holder collaboration

The case study data indicate that strategy is a guideline for personnel and supports open service in-
novation implementation as mentioned in the literature (Crema et al., 2014). However, the case study
findings contribute further by demonstrating that the primary emphasis in case organisations’ strategy

is on customers and secondarily on other stakeholders.

Training and workshops with internal briefing in advance

It was useful for all case organisations to have training and workshops in open service innovation.
Previous research has also emphasised the importance of training programmes (Burcharth et al., 2014).
However, the data indicate that when there was an internal briefing in advance, training and work-
shops were useful because they allowed personnel to connect learned skills and knowledge to the

organisations’ development plans.
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Co-creation

Co-creation is a central concept in open service innovation (Chesbrough, 2010), as particularly high-
lighted by service innovation literature (Prahalad and Ramaswamy, 2000). However, the data indicate
that although co-creation is useful, it is not a central element in the open service innovation framework.
It should be noted that in the initial open service innovation framework (Figure 3) co-creation was
identified as being a central element. The case study results reveal that co-creation is only sometimes
used with customers and other stakeholders to facilitate collaboration. It is used primarily with cus-
tomers during the process of openly developing services in all case studies. It is also used as a sec-
ondary strategy along with other stakeholder collaboration and in internal collaboration. All the case
studies strongly illustrate that co-creation is not essential and not always needed for collaboration
with a customer or with other stakeholders. It is, therefore, one enabler, among others, in the devel-

opment of approaches to open service innovation by organisations.

Data utilisation

Recent studies related to services have highlighted the importance of data utilisation (Zaki, 2019).
The case study results show that data utilisation was one of the main enablers in all case organisations,

even though the skills and basis for utilising the data differed among the organisations.

Private and public sector

The data indicate that there are many commonalities between the approaches to design and use of
open service innovation processes in the case study organisations. However, the data also reveal spe-
cific features of open service innovation management in the public sector concerning open service

innovation, which were not identified in the initial open service innovation framework:

e The public sector seems by its nature to be open to collaborating with various stakeholders.

e Public sector collaboration with higher education organisations is seen as easy because it is
not subject to legal requirements.

e Research knowledge is valued.

e Stakeholder collaboration is effortless once the process is up and running.

e Job titles do not often reflect the jobs people do. This could be a challenge for the public

sector, especially when working with outsiders.
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Open service innovation conceptual framework visual representation

The revised framework is depicted in Figure 32 (for a comparison with the initial framework, see
Figure 3). The deep analysis of the case studies reveal that the elements connected to open service
innovations and the main enablers are the same in all cases. The open service innovation framework
begins with customer centricity and then identifies openness in organisational culture as central when
collaborating with customers, who are the main priority, followed by other stakeholder collaboration.
Open organisational culture is an element which was not in Figure 3 initial conceptual framework for
open service innovation. Although co-creation was depicted as a central element in the initial frame-
work (Figure 3 3) it is listed in the revised framework (Figure 32) as one enabler among others. The
revised framework below also demonstrates specific features in large private and public sector organ-
isations. The data shows that specific features can be found in public sector organisations that are not
prevalent in private sector organisations. The novel case study findings are highlighted in bold text

in Figure 32.

The elements connected to open service innovation appear in square boxes. The modified elements
are in bold text (i.e. specific issues emphasised in the cases); other elements not in bold text are also
considered important. The arrows illustrate connections between concepts. The focus of the study is
shown using a dotted line. The unique and typical features of the public and private sectors are listed
in connection with the research context. Open service innovation outcomes fall outside the dotted line

since they are not the main focus of this study (see the legend in Figure 32).
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Research context

Value creation : Value capture
Open Open Service
Customer -~ ‘p . Customer -~ p .
.. > organisational . » Innovation
centricity collaboration :
culture : outcomes
Main enablers for open service innovation:
Systematic and transparent process Other stakeholder
Top management support collaboration
Strategy
Training and workshops
Co-creation
Data utilisation
: Public sector unique features : Private sector unique features
Typically, innovation in the public sector seeks to improve  The financial aspect is central in innovation, due to
or create new services. the aim to increase productivity.
Citizens are treated as customers. Innovation diffusion is generally not open due to
Diffusion of innovation is open, transparent and shared competition.
among others. Owners and shareholders have a direct financial
Approach to innovation is cautious due to the public nature incentive to monitor and control.
of organisations. Managers are likely to financially benefit from
Public sector rules and regulations impact stakeholder successful innovation.
collaboration. Innovation plays an important role in terms of

Obligation to serve public interest by offering services for ~competitiveness.
common good.

Public sector employees are not financially rewarded for
innovation.

Open to collaborating with various stakeholders.

Collaboration with higher education institutions is seen

easy without legal requirements. Legend

Research knowledge is valued. — Connection

Job titles not always reflect what people do in practice. -+ Research context
Public sector rules and regulations in stakeholder Bold Research findings
collaboration can be overcome by developing internal

processes.

Figure 32 Revised Conceptual Framework for Open Service Innovation.

This revised framework represents the application of the case study results to the initial framework
based on the conceptual constructs drawn from the current literature on open service innovation de-
velopment in private and public sector organisations. The revised framework represents one stage of
the process of building theory from case study material and provides a structure for the analysis of

the behaviour of organisations when developing approaches to open service innovation.
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4.5.1 Chapter summary

From the data, this cross-case analysis identified key elements and interdependencies common to
open service innovation in both private and public sector organisations and culminated in an improved
revised open service innovation framework. Even though public and private sector organisations are
different in terms of structure, size and type, they all face similar challenges and employ many com-
mon enablers when developing open service innovation. However, it is also important to note the
differences between sectors and the fact that there are specific features of open service innovation

management in the public sector.

Customer-centricity is strong in all cases, and the organisations employ several practical functions to
support it. When customer collaboration is practiced from the very beginning in open service inno-
vation development, this allows the customers’ voices to be heard throughout service development
and is cost-effective when utilised from the very beginning. In other words, services catering to cus-
tomers’ needs and wants are effective when customers are involved in service innovation throughout
the development process. The primary obstacle is the absence of a systematic and transparent ap-
proach to improving current services or developing open service innovations. The data suggests that
structured processes supported by management and implemented via an internal team are useful. In
the end, only K-Group had an internal team focusing on service development. Nevertheless, they also
experienced challenges with transparency and customer involvement in service development. After
data gathering, Tax Administration decided to establish a central service team focusing on customers.
Keva’s future plan is to have a service development process model for personnel. The overall goal of
the case organisations was to develop services that place customers at the centre and, in parallel,

interact with several stakeholders.

In contrast with customer collaboration, other stakeholder collaboration has only developed more
recently. One of the primary enablers of other stakeholder collaboration is the same as in customer
collaboration, namely a structured and transparent process supported by central management. Per-
sonnel in the case study organisations found that an open innovation unit would be useful. However,
some of the management was not convinced about having an open innovation unit; therefore, the case
organisations identified people responsible for stakeholder collaboration or improving it. Consultants,
start-ups, and institutions of higher education were primarily considered as external stakeholders with
whom to collaborate. Tax Administration identified the importance of stakeholder cooperation earlier
than the other organisations. Consequently, their attitudes and practical functions supported stake-

holder collaboration more effectively than other case study organisations.
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Regarding collaboration with higher education institutions, K-Group developed a more positive atti-
tude towards this type of collaboration during the data collection. At first, higher education institutes
were not valued among K-Group’s personnel as collaborators, but during the subsequent two years,
they were recognised for their usefulness and the K-Group realised it would take some time to see
results while collaborating with higher education institutions. However, overall, both public sector
organisations in the study especially valued research knowledge and used it as part of the decision-
making process. Furthermore, collaboration with higher education institutions in the public sector
was seen as easily accomplished since they did not need to adhere to the public cooperation law. Tax
Administration was most experienced in this and had a process in place for how to interact with

institutions of higher education.

It can be seen from the case studies that promoting an open organisational culture is a central part of
open service innovation process design. Openness in organisational culture is essential and a starting
point, together with customer-centricity, to allow effective customer and other stakeholder collabo-
ration. Case-organisations found that the renovation of their buildings to contain modern and open
office space increased internal multidisciplinary collaboration and improved attitudes towards work-
ing with others. Openness in organisational culture was supported by internal development projects

and increasing multidisciplinary working.

Co-creation with target groups, customers, other stakeholders, and internal personnel is one enabler
among others in open service innovation development. The data demonstrates that co-creation is as-
sociated primarily with customers. However, in practice, co-creation is not always used as there are
also other methods by which to receive information from customers as well as from other stakeholders.
In reality, the nature of the interactions among customers and other stakeholders is often more like
collaboration rather than co-creation, since there is often not time to co-create with others and co-
creation may not be needed. Therefore, although co-creation is not considered an essential or central

concept of open service innovation it is still one useful enabler in open service innovation.

Training and workshops facilitate the process of change. In these events, personnel receive infor-
mation and network with other participants. Successful training includes internal briefings of staff
about the content of an upcoming event and its relation to current development plans. It is also useful
for the same people to participate in multiple training events. The value of some training and work-
shops is diminished when participants do not receive their organisations’ internal briefing on the

training’s scope and how it fits into their organisation’s development plans.
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Top management and organisational strategies supporting open service innovation are among the
conditions for success noted by all organisations. In all cases, the strategies were renewed during data
collection, with the main focus on customer-centricity, but stakeholder collaboration was also intro-
duced. An obstacle to open service innovation was managers who were reluctant to change. Data
indicate that some long-time managers found it difficult to embrace needed change. Another common
theme was that all of the organisations found the data to be valuable for developing services. K-group

was the most accomplished in that regard.

Data utilisation was seen in all three case organisations as an enabler in open service innovation
development, even though the capabilities and straining point varied among organisations. K-Group’s
use of its own data and the data from various stakeholders was directed by the Vice President of Data
analytics and a team specialising in data utilisation. K-Group expressed their willingness to further
develop use of data by mixing qualitative and quantitative data in future. Tax Administration also had
an internal unit for utilising data; Keva was less experienced in this regard. However, Keva was in-

terested in developing data utilisation in the future and recognised its importance.

The findings show that, in the public sector, there are some common features between the approaches
to design and use of open service innovation processes as compared to the private sector. Despite the
differences between private and public sector organisations, the key elements connected to open ser-
vice innovation were the same in all case studies. Similarly, the results indicate that the elements
which are enablers in the open service innovation process are the same in all the cases studied. The
rich case study data uncovered the areas where the initial conceptual framework was lacking and

provided new elements to strengthen the framework.
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5 Discussion and conclusions

The study contributes to our knowledge on open innovation in services in the following main areas.
First, it provides an open service innovation framework that identifies the key elements and interde-
pendencies of a generic process for managing and developing open service innovation. This frame-
work introduces an initial conceptualisation of open service innovation. Second, this framework pro-
vides knowledge from private sector and public sector innovation, in the context of open service
innovation. The case studies reveal that there are many commonalities between the management and
development of open service innovation processes in the public and private sector case-study organ-
isations. However, the results demonstrate that in the public sector there are specific features of open
service innovation management. Furthermore, this study delivers knowledge to practitioners concern-
ing the management of design and development in open service innovation which was identified by
participants as complex and challenging. The in-depth research and rich data collected from one pri-
vate sector and two public sector organisations in this study offer insight into the case study organi-
sations, confirming and elaborating some of the findings of previous research as well as resulting in
novel research findings. The discussion in this chapter relates back to the research question and sub-
questions first introduced in Chapter 1. The answers to the research questions can be summarised

according to this study’s findings as follows:
Research question:
How is open service innovation managed in large private and public sector organisations?

e Open service innovation is managed through similar key concepts: customer centricity, open
organisational culture, customer collaboration and other stakeholder collaboration in both pri-
vate and public sector organisations (see Figure 32 illustrating how these concepts are de-
pendent on each other).

e Customer centricity is a starting point for open service innovation. Customers are the priority
in collaboration, and other stakeholders are the secondary focus.

e Open organisational culture forms a central part of open service innovation and is the funda-
mental issue underpinning open service innovation management and the encouragement of
collaboration among stakeholders.

e The public sector differs from the private sector in its approach to innovation management.
The unique and typical features of the public and private sectors are listed in connection with

the research context in Figure 32.
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Sub-question 1:
How are open service innovation processes developed?

e Multidisciplinary personnel from different teams are involved with open service innovation
development processes; structured, transparent management is needed.

e There are specific features in public sector organisations which influence open service inno-
vation processes: open to collaborate with stakeholders, collaboration with high education
institutions is seen easy, research knowledge is valued, job titles not always reflect what peo-

ple do in practice and public sector rules and regulations.

Sub-question 2.

What are the enablers for open service innovation?

e A systematic and transparent process was identified in all case organisations as the main en-
abler for open service innovation.
e Other similar enablers in case organisations are top management support, strategy, training and

workshops, co-creation and data utilisation.

In this chapter further answers to the research questions are given together with their contribution to
the literature. First, the conceptualisation of open service innovation and the enablers of the open
service innovation approach are described, along with the management and processes required to
develop open service innovation. Second, the results which impact on the extent of open service in-
novation management are discussed in relation to the differences between private and public sector
innovation. Third, the contribution to practice concerning the management of open service innovation
is explained. Finally, the limitations of the study are outlined, and suggestions for future research are

proposed.

5.1 The theoretical contribution

The following discussion summarises the theoretical contribution of the main findings. It reveals
novel insights, as well as both building upon, and, in some cases, contradicting current literature on

open service innovation.
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5.1.1 Open service innovation concept constructs

The open innovation approach is used in services to create value mainly by focusing on engagement
with customers (Chesbrough, 2010; Feller et al., 2011; Mina et al., 2014). As discussed in section 2.2
previous research has identified that there has been little research on the extent of the use of open
approaches to innovation across service sectors (Randhawa et al., 2018; West & Bogers, 2017).
Therefore, this study conceptualises open service innovation to understand the management of open
service innovation, the processes used to develop open service innovation and its enablers. The find-
ings of this research show, for the first time, the relationships among concepts using this study as the

reference point.

The data collected from the three case studies identified the same main concepts in the open service
innovation construct. These concepts are customer centricity, openness in organisational culture, cus-
tomer collaboration and other stakeholder collaboration with a systematic and transparent process as
the main enabler. Furthermore, when the case organisations developed approaches to open service
innovation, other main enablers were identified: top management support, strategy, training and
workshops, co-creation and data utilisation. The main elements and main enablers are visualised in
Figure 32 and, in light of their contribution to the current theory, they are explained in the following

sections.

Customer centricity is a core value for all three case study organisations. As discussed in section 2.3.2
the literature explains that in customer centricity the role of the customers is central in their partici-
pation as co-producers in the service production process (Gronroos, 1978; Gummesson, 1979). This
was also supported by the case study results demonstrating that from the beginning of service devel-
opment there was insufficient involvement of the customer. Customers create value for customers
and value capture for organisations (van den Hemel & Rademakers, 2016), and they ensure the finan-
cial success of an organisation (Rust et al., 2004). The findings show that the case organisations all
understood the importance of customer centricity since their approach aligned with previous research.
It is also important to reiterate that the importance of customer centricity was a criterion in the choice

of organisations to be case studies in this research (see Section 3.2.2).

In particular, the findings of this research show that openness in organisational culture is a central
element of open service innovation process design and is thus connected to customer centricity. The
literature on customer centricity also mentions organisational culture as one of the enablers (Kumar

et al., 2006; Shah et al., 2006; Sheth et al., 2000). Furthermore, previous findings in the literature on
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open innovation propose open organisational culture also as an enabler in stakeholder collaboration
(Dodgson et al., 2006; Kratzer et al., 2017; Mortara & Minshall, 2011; van der Meer, 2007; West &
Bogers, 2014). Similarly, public sector literature indicates that the stakeholder collaboration approach

requires a focus on organisational culture (Albury, 2005; Tiganasu et al., 2019).

However, the case studies reveal that openness in organisational culture is not only an enabler. It is a
key element in open service innovation because openness is needed when collaborating with custom-
ers and other stakeholders. When the case organisations were developing openness in organisational
culture, they followed the same process with similar main steps: renovating offices with open spaces
and areas for interaction with others, encouraging internal development projects supporting openness
and increasing multidisciplinary working. Mortara et al. (2009), in their study regarding open inno-
vation in large organisations, found similar multidisciplinary working to be important, stating that it
enhances the internal knowledge flow of organisations. This study interprets the theoretical relation-
ship among customer centricity, customer collaboration and other stakeholder collaboration related
to openness in organisational culture to provide practical knowledge and a more complete body of
literature through the re-considered framework on how to assist openness in organisational culture.
Findings here suggest that openness in organisational culture is not only an enabler but rather an

essential element in open service innovation where all case studies followed the same process.

Chesbrough (2010) explains that customers are the central focus in open service innovation which is
further elaborated on by this thesis. Indeed, customer collaboration was found to be the main focus
of the case study organisations, achieved by placing customers at the centre of operations while, ide-
ally, interacting in parallel with several other stakeholders. In other words, customers are the priority
in collaboration, and other stakeholders are the secondary focus. This was seen in the case study
organisations when personnel focused mainly on customers and on strategies emphasising customer
importance. Previous research has explained the role of customer collaboration (Aarikka-Stenroos &
Jaakkola, 2012) and other stakeholder collaboration (Chesbrough, 2003) separately but has not di-
vulged how they depend on each other. The findings of the present research highlight the central role
of customers in the private and the public sectors when organisations manage and develop open ser-
vice innovation processes where other stakeholders are important but not central. In other words,

customers are the priority in collaboration, and other stakeholders are the secondary focus.
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5.1.2 Open service innovation enablers

In this study, combining customer collaboration and other stakeholder collaboration was identified as
a complex but transparent and systematic (see definitions from Cambridge Dictionary, 2021) pro-
cess. This process was in turn identified as one of the main enablers. Prior research also highlights
that customer centricity can be improved by upgrading the structure and processes (van den Hemel
& Rademakers, 2016; Shah et al., 2006). The case study organisations kept open the future possibility
of having one central unit or manager because this might be helpful in the creation of a transparent
and systematic process. Overall, the data indicates that a structured and transparent process is helpful

when collaborating with customers and other stakeholders.

The literature suggests that co-creation is a central element in open service innovation and is used
right from the beginning of the innovation process with customers (Chesbrough, 2010; Kristensson
et al., 2008) and other stakeholders (Ind et al., 2017; Markovic & Bagherzadeh, 2018) (see Sections
2.2.2,2.2.3 and 2.3.4). However, the three case studies reveal that co-creation is not a central element
in open service innovation as it is not always used. The findings reveal that co-creation mainly occurs
when collaborating with customers. Co-creation is used sometimes internally and only rarely with
other stakeholders. In other words, the present study indicate that case organisations do not see the
role of co-creation as a central element, but it is still viewed as an enabler among other enablers. This
study elaborates on the use of co-creation by categorising it as a priority among customers, of sec-

ondary importance internally and of less significance among other stakeholders.

One of the enablers was top management support along with strategy. These findings are in line with
other studies on open innovation in terms of senior management encouragement (Ahn et al., 2017,
Kratzer et al., 2017; Traitler et al., 2011; van der Meer, 2007). Furthermore, the public sector literature
mentions that direction from leadership is needed (Albury, 2005; Tiganasu et al., 2019). The im-
portance of strategy is also mentioned in previous studies (Crema et al., 2014; Traitler et al., 2011).
The findings of this research, however, broaden the interpretation insofar as the primary focus of
strategy is to support customer centricity using customer collaboration, and the secondary focus is on

collaboration with other stakeholders.

Training and workshops were seen in this research as one of the main enablers when developing open
service innovation. Some previous studies also found training useful in open innovation (Burcharth
et al., 2014; Mortara et al., 2009), particularly training employees to think and act with customers
constantly in mind (Shah et al., 2006). The results of this study further indicate that training and
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workshops are effective, especially if preceded by an internal briefing. In this way, participants can
connect the content of training or workshops to the aims, strategies and development projects of their

organisations.

In all three case studies, data utilisation was identified as one of the enablers when developing an
open service innovation approach. The importance of data is also highlighted in other recent studies
related to services (Zaki, 2019). The capabilities in the use of data varied among the three cases. K-
Group was the most advanced organisation in its use of its own data and the data from various stake-
holders. In the future, K-Group wishes to utilise a mixture of qualitative and quantitative data. Tax
Administration also has a unit responsible for data utilisation. In comparison, Keva was less experi-
enced in data utilisation. Nevertheless, all three case organisations were interested in data utilisation
and wish to advance it in the future to receive information from their customers using various types
of data. The findings show that data utilisation is important for all case study organisations and plays

a role in open service innovation development.

5.1.3 Differences between private and public sector innovation

The results of this research address the differences between public and private sector organisations
that affect innovation. Although common theories of innovation management are mostly shaped by
studies of the private sector (Tuzovic et al., 2018), they are often applied to other types of organisa-
tions (Chen et al., 2020; Damanpour & Aravind, 2012). Therefore, it cannot be assumed that ap-
proaches to managing innovation in the private sector are always transferable to the public sector (Al-
Mansour, 2021; Moore, 2000). This study confirms the findings of some earlier studies that there are
differences between private sector and public sector innovation. In the following section, the main

differences are summarised based on the findings of this research.

Open to collaborating with various stakeholders

The results of the present research indicate that the public sector intrinsically seems to be open to
collaboration with stakeholders in terms of sharing and absorbing knowledge. Some earlier studies
(see Section 2.4.2) also highlight the importance of public sector collaboration with stakeholders
(Chen et al., 2020; Chesbrough & Minin, 2014; De Vries et al., 2018; Mergel, 2015; Randhawa et al.,
2019 Serensen & Torfing, 2011). It has been found that an increasing number of public organisations

are cooperating with each other on innovation (Chen et al., 2020; Mergel 2015, 2018). In the public
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sector’s use of open innovation, diffusion to other organisations is a feature (Chesbrough & Minin,
2014; Hartley, 2005; Ooms and Piepenbrink, 2021; Rashman & Hartley, 2002). The results of the
two public sector cases studied align with the above-mentioned studies. Previous knowledge that
public sector organisations are accustomed to collaborating with others is expanded through the re-
sults of this study to include situations in which at government requests changes, as happens when
there are legal changes to be implemented. In these cases, collaboration with other stakeholders is
agile, rapid and transparent because the public sector is obliged to respond rapidly to government
requests. The case study results show that the public sector has a history of working with various

stakeholders. This has helped the public sector to develop an open innovation approach.

In contrast, reluctance to engage in stakeholder collaboration was found in the private sector case in
relation to the ‘not invented here’ syndrome, which seems to occur among some personnel because
they are used to the idea that all the information they need can be sourced internally because of the
large number of personnel. This was primarily evident in long-serving K-Group personnel being re-
luctant to change. Chesbrough (2003) introduced the ‘not invented here’ syndrome: everything com-
ing from the outside is suspicious and unreliable. The current literature explains that extreme open-
ness might negatively impact long-term innovation success by leading to a loss of control over core
competencies (Enkel et al., 2009; Huizingh, 2011). Therefore, organisations seek the right balance
between an open and a closed approach (Dahlander & Gann, 2010). This concept relates to the idea
that spreading or sharing innovation is not taken for granted in the private sector because of compe-
tition (Boyne, 2002). In this respect, K-Group, as a large private organisation, was in alignment with

previous findings in the literature.

Public sector rules and regulations in stakeholder collaboration can be overcome

by developing internal processes

Existing research on the public sector tends to highlight the rules and regulations imposed by policy-
makers that govern collaboration with stakeholders (Mergel & Desouza, 2013; Raipa & Giedraityte,
2014). The impact on the decision-making processes can be time-consuming (Cankar & Petkovsek,

2013) and bureaucratic (Boyne, 2002; Serensen & Torfing, 2011; Windrum & Koch, 2008)%.

291t should be noted that rules and regulations imposed by policymakers that govern collaboration with stakeholders did

not seem to be present during the COVID 19 crisis (Patrucco et al., 2022).
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However, the findings of this study suggest that despite rules and regulations on stakeholder collab-
oration, negative effects can be overcome by developing internal processes, as observed in the two
public sector organisations, first in Tax Administration and then in Keva. This study’s results indicate

that collaboration with stakeholders in the public sector can be rapid and simple.

In contrast, the private sector case organisation, the K-Group, has a large, complex matrix organisa-
tional structure. As a result, collaboration with stakeholders can be slow and complex because deci-
sion-making takes time. These findings align with earlier studies on large organisations’ adoption of
open innovation (Brunswicker & Chesbrough, 2018). Research findings demonstrate that although
the private sector does not need to consider the regulations of policymakers in the innovation process
(Boyne, 2002; Cankar & Petkovsek, 2013), structural issues especially in large organisations may
cause innovation development to be time-consuming. Despite some challenges in terms of stake-
holder collaboration, the K-Group remains open to outside knowledge and collaboration with various

stakeholders.

Collaboration with higher education institutions and research knowledge

This study’s findings indicate that collaboration with higher education institutions is mostly in the
interest of the public sector. The main reason, according to two public sector case study organisations,
is that this form of collaboration is seen as easy and not governed by legally enforced partner equality.
Furthermore, the findings suggest that the public sector seems to appreciate research knowledge. This
was evident in the interest shown by the personnel towards research information and the research
knowledge of management involved in decision-making. This seems to be novel knowledge as prior
literature relating to the public sector is limited and does not capture collaboration with higher edu-
cation institutions. However, a recent study acknowledges the use of research knowledge and collab-
oration with higher education institutions during crises in COVID 19 in the public sector (Patrucco
et al., 2022). Moreover, prior research does refer to the use of research knowledge (Arnaboldi, 2013)

through collaboration with consultancies in the public sector (Radnor and O’Mahoney, 2013).

The private sector case also collaborated with higher education institutions, but this collaboration was
not seen as being as important as in the public sector. Some personnel of K-Group explained that
collaboration with higher education institutions, especially in research, is seen as slow and, therefore,
not a central concern. However, the K-Group’s attitude towards co-operation with higher education
institutions during the data gathering changed as they realised that co-operation with these institutions

could be useful, although research results might take time. Prior studies have explained the role of
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higher education institutions among private sector organisations (Arnaboldi, 2013). However, prior
studies do not explain difficulties faced with higher education institutions. Overall, it was still evident
in the case study data that the public sector has more interest in higher education institutions than the
private sector. Thus, the results indicate that interest in collaboration with higher education institu-
tions and research knowledge is valued in the public sector in comparison to the private sector, which
views collaboration with higher education institutions as useful but with the caveat that receiving

research results might be slow.

Job titles

In public sector organisations, there were similar barriers to open service innovation. Job titles do not
always reflect the nature of the work being done, and external and internal partners do not always
recognise those who work in open service innovation. The public sector personnel in the case study
organisations hoped that this would change in the future. In the public sector organisations, job titles
are also connected to organisational structures, since they do not have a central unit for customer
collaboration or (open) innovation. It is noteworthy, though, that the public sector case study organi-
sations’ management were considering setting up central units, and personnel hoped that in the future
job titles would reflect the content of their work. Previous research regarding the public sector has
focused on job title related topics, such as goal setting in teams (van der Hoek et al., 2018) or cross-
functional teams in the public sector (Athanasaw, 2003). However, as noted earlier, public sector
innovation is an under-researched area. Thus, it seems that findings related to job titles in the public
sector are novel and have not been previously identified in the literature. In comparison, in the private
sector, case organisation job titles reflect the nature of the work being done. The private sector or-
ganisation K-Group had a central unit for customer collaboration, and they were planning another

central unit to focus on open innovation.

5.2 Contribution to practice

High levels of interest in open service innovation were expressed by the personnel and the top man-
agement of the organisations involved in this study. Thus, the contribution to practice is significant,
with three main implications. First, this study clarifies the nature of open service innovation manage-
ment, processes development and enablers in organisations. At the outset of this study, open service
innovation’s operational details were identified by the management of private and public sector or-

ganisations as being complex and challenging. Therefore, this study offers understanding and
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clarification to management of open service innovation processes, and it identifies the main elements
in open service innovation. The framework in Figure 32 identifies and simplifies the main elements
and how they relate to each other. The framework is helpful in developing open service innovation

approaches.

Second, this study is highly relevant to organisations who wish to implement open services innovation,
since it offers knowledge on open innovation and service innovation management as well as on how
to combine these two approaches. Furthermore, it provides detailed descriptions of enablers in all
three case studies to identify the phases in the development processes of open service innovation. It

provides an overview of how to enable the implementation of open service innovation.

Third, private and public sector organisations can identify specific features in this study, which impact
open service innovation development approaches based on the nature of the organisations. This study
explains the differences in the private and the public sectors based on previous studies and based on
the rich case study data. As a result, useful information is provided when the innovation processes of
the two types of organisations are compared. This could be useful for management when planning,
implementing and managing open innovation and service innovation approaches and when combin-

ing the two approaches.

5.3 Limitation and future research

Limitations

This study is not free of limitations. First, it was conducted in just one cultural context, Finland. This
could limit external validity and the generalisability of the research findings to other locations (Yin,
2009). Second, the results are from three case studies chosen based on the selection criteria (see Sec-
tion 3.2.2) as being favourable to open service innovation. Therefore, this study acknowledges that
results might not be the same elsewhere or findings may not be able to be directly applied to other
situations. Third, the majority of the interviews and observations were focused on management
providing in-depth views along with documentation. Interview data from other levels of the organi-
sational hierarchy might have provided valuable insights into more operational aspects of the research
context and might have widened the perspective. Furthermore, the various stakeholders with whom
the organisations collaborate could have provided knowledge from a different angle. However, it

should be recalled that this study was primarily concerned with the management of open service
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innovation. Therefore, the data collection was primary focused on management. In addition, triangu-

lated data was collected, aiming to capture the overall picture of the phenomenon.

Further research

The three above-mentioned limitations could be addressed in further research. First, to improve ex-
ternal validity, Yin (2009) suggests the replication of logic, where the theory is tested by replicating
the findings in another location. The same study could also be expanded in another cultural context
because the success of organisations in innovation is connected to the national and regional innova-
tion systems (Fagerberg & Srholec, 2008; Freeman, 1987). Therefore, it is worth acknowledging that
the country and region in which an organisation is located affect the possibility of and the ability to
innovate (see Section 2.4.3). Second, similar selection criteria could identify case study organisations
to be surveyed with the aim of statistical generalisation from a wider sample. Third, further research
could be conducted at other organisational levels and among the various stakeholders with whom the
case study organisations collaborate to achieve a broader perspective of the phenomenon of open

service innovation.

In open innovation, the service sector is a largely ignored research topic (West & Bogers, 2017), even
though services are important to several countries’ economies (Gallouj & Djellal, 2010; The World
Bank, 2019). Therefore, this study provides knowledge on open service innovation in private and
public sector organisations. However, other types of organisations could also be researched in regard
to open service innovation, such as small and medium-sized enterprises. This is because innovation
management varies depending on the nature of the organisation (Fagerberg et al., 2005). This per-
spective could enhance the conceptual framework developed in this study (see Figure 32) and provide
additional information on open innovation in services. Furthermore, it could offer a comparison of
knowledge among various types of organisations regarding open service innovation. In addition, as
noted in section 2.3.1 services can form an integral part of products, which creates a new angle for

future research: open service innovation in product service systems (Edvardsson et al., 2005).

This study identified central concepts in the open service innovation framework (see Figure 32) and
thus provides a platform for further research on this topic. The framework focuses on value creation
because open innovation and service innovation literature typically focus on value creation
(Chesbrough, 2010; Chesbrough et al., 2018, Hemel & Rademakers, 2016). However, future research

might enhance the open service innovation framework by focusing also on value capture (Zott &
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Amit, 2008, 2010), for instance, using a business model approach which focuses on value creation

and capture (Gay, 2014).

Furthermore, each of the elements in open service innovation framework could be further researched.
In particular, this study reveals openness in organisational culture as one of the essential elements in
open service innovation. This study also introduced the processes used by the case study organisations
to develop openness in organisational culture. However, the cultural aspects still remain a less re-
searched area in the field of open innovation (Nagshbandi et al., 2015; Gassmann et al., 2010; Kratzer

et al., 2017). Therefore, future research in this area might add additional knowledge to the literature.

This study’s focus was on open service innovation development in organisations which illustrated
how, during a two-year span, they managed to develop open service innovation. It should be noted
that particularly at the beginning of data collection open innovation in all case study organisations
was not so entrenched. Hence, a similar study of open innovation could be repeated in these same
organisations or in other organisations with a deep-rooted open innovation approach. However, it is
useful to recall that the purpose of this study was particularly to choose organisations where open
service innovation processes were still being developed and to demonstrate the full cycle of the de-

velopment (See 3.3.3 for selection criteria to case studies).

Additionally, public sector innovation lacks research knowledge, as identified in the literature review
in section 2.4. Therefore, this study adds to the knowledge in this area. However, future research
could explore public sector innovation from other angles. The literature review show that policymak-
ers in government have an impact on innovation in the public sector. Therefore, a future potential
research area could be the role of policymakers in public sector innovation. Tiganasu et al. (2019)
also support this view by explaining that only a limited number of studies have researched public
sector organisational innovation in the context of government policymakers. Furthermore, S-D logic
in the public sector has potential regarding services (Alford, 2016; Farr, 2016; Osborne, 2018; Os-
borne et al., 2014; Westrup, 2018). However, S-D logic in the public sector is similarly under-re-
searched, thereby offering a possible future research perspective. Overall, very little research has been
conducted on public sector innovation (Kusumasari et al., 2019). Therefore, various research angles

on public sector innovation could provide knowledge for practitioners and for academics.
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5.4 Conclusions

This study has examined open innovation in services by exploring operational details in the context
of what differences there might be between management approaches used in large private and public
sector organisations. The main findings reveal that openness in organisational culture is a fundamen-
tal concept in open service innovation. Earlier studies, particularly in open innovation, mention the
importance of openness in organisational culture but do not highlight the central role of organisational

culture in relation to open service innovation.

Contrary to previous research, this research found that co-creation is not a central concept in open
service innovation but one of the enablers. The main enabler in open service innovation in this study
was a systematic and transparent process. The central concepts found to be the same in open service
innovation in both the private and public sector organisations were: customer centricity, open organ-

isational culture, customer collaboration and other stakeholder collaboration.

However, some unique features were identified in public sector organisations that influence open
service innovation management. These can be summarised as openness to collaborating with various
stakeholders, collaboration with higher education institutions as well as the appreciation and utilisa-
tion of research knowledge. Moreover, in the public sector job titles do not always reflect what people
do in practice. Furthermore, the rules and regulations typical of public-sector organisations can be

overcome by developing internal processes.

This study not only contributes to the literature on open innovation in services, but the framework
developed in this study from the findings of both private and public sector organisations also provides
a novel conceptualisation of different concepts that form part of open service innovation, as well as
a better understanding of the impact of open service innovation on organisations. Furthermore, the
framework offers insight into the various aspects, enablers and specific features involved in managing
and developing open innovation approaches in services in private and public sector organisations.
From the outset, this study identified a high level of interest in open innovation in services among
practitioners. Therefore, this research is highly relevant for both theory and for practice and has iden-

tified several opportunities for further research in this area.
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Appendices

Appendix 1 Data collection timetable

K Group

2018

15.1 éInterView 1.5h
29.1 gParticipant observation, 3h
5.2: Skype interview, 30min
26.3 : Group interview, 1h
10.-: Participant observation during
12.4 :workshops and other activities
‘in the UK, 30h
7.5 éParticipant observation, 3h
18.5 : Skype meeting, 30min
8.6 : Interview, 1h
20.8 : Participant observation, 1h
29.8: Participant observation, 1h
5.9 éParticipant observation, 3h
26.9 : Participant observation, 3 h

: & other occasional meetings (e.g.

gcojfee breaks, lunch, dinner)
\J

2019

29.1: Participant observation, 3h
6.2 : Skype interview, 30min

27.3 : Group interview, 1h
3.5 {Interview, 1h

10.5 : Introducing results so far and

: discussion about the results, 2h

19.6 : Interview, 1h

30.9 : Participant observation, 3h
11.10 : Skype meeting, 30min
30.10 : Participant observation, 3h
29.11 : Interview 30min
29.11 : Interview 1h

: & other occasional meetings (e.g.

 coffee breaks, lunch)
v
2020

21.1 Introducing research results to

: gain additional information 1,5h

: & other occasional meetings (e.g.

: coffee breaks, lunch)

TOTAL; 66,5 hours,
observation and interviews

23 people

Data collection timetable

Keva
2017
18.12 Group interview 1.5h
\
2018

29.1 Participant observation, 3h
27.3 : Group interview, 1h
10- : Participant observation during
124 Eworkshops and other activities,
:30h
7.5 : Participant observation, 3h
16.5 : Skype meeting, 30min
6.6 Group interview, 1.5 h
5.9 : Participant observation, 3h
26.9 Observation during training, 3h
: & other occasional meetings (e.g.

écoﬁ’ee breaks, lunch, dinner)
A\

2019

29.1 : Participant observation, 3h
7.2 : Skype meeting, 30min

6.3 Observation during workshop &

: training, 3h
28.3 : Group interview, 2h
4.6 : Introducing results so far and

‘discussion about the results, 1.5h

30.9 Participant observation, 3h
25.9 : Skype meeting, 30min

30.10 Participant observation during

: workshop and lecture where the
éaim is to develop open service
‘innovation, 3h

5.11 : Interview 1,5h

& other occasional meetings (e.g.
 coffee breaks, lunch)
Al

2020

21.1 éParticipant observation 1h
9.3 : Introducing results to gain
:additional information 1,5h

& other occasional meetings (e.g.
- coffee breaks, lunch)
®

TOTAL; 67 hours,
observation and interviews
18 people
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Tax Administration

2018
9.1 Interview 1.5h

29.1 Participant observation, 3h

7.2 Skype interview, 30min

13.3: Skype interview, 1.5h

10.- : Participant observation during

12.4: workshops and other activities

“in the UK, 30h
7.5 : Participant observation, 3h

17.5: Skype meeting, 30min

7.6 Interview, 2h
5.9 : Participant observation during
: workshop, 3h

26.9 : Participant observation during

‘lecture, 2h

26.9 Observation during training, 2h

& other occasional meetings (e.g.
: coffee breaks, lunch, dinner)
v

2019

29.1 iParticipant observation, 3h

5.2 : Skype meeting, 30min
6.3 : Observation during workshop &
‘training, 3h

11.3 Group interview, 2h
13.5 Introducing results so far and

: discussion about the results, 1.5h

22.6 Participant observation in

: European Innovation Forum in
: the Netherlands, 8h

30.9 Participant observation, 3h
10.10 Skype meeting, 30min
30.10 : Participant observation during

: workshop and lecture where the
‘aim is to develop open service
:innovation, 3h

20.11 Interview 1h

: & other occasional meetings (e.g.
: coffee breaks, lunch, dinner)
\

2020

211 Introducing research results to

gain additional information 1,5h

& other occasional meetings (e.g.
: coffee breaks, lunch)

[ ]
TOTAL; 76 hours,
observation and interviews
51 people
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Appendix 2 Interview themes and questions

The questions in individual interviews were divided into five themes: (1) background, (2) innovation

(3) open innovation (4), service innovation, (5) customer collaboration and other stakeholder collab-

oration and end questions.

1.

Background

How long you have worked in this organisation?

What is your current role?

What does your work consist of?

Innovation

How your work is related to innovation?

How do you organise your innovation activities?

What goes smoothly or what is easy concerning innovation?

Where do you find challenges in innovation?

How would you describe your innovation process?

When developing innovations is the process open?

Open Innovation

Is the term open innovation familiar to you?

What kind of meaning open innovation has in your organisation?
What have you done in your organisation regarding open innovation?
What is going well in open innovation?

What are the challenges in open innovation?

What would you like to develop in the future in open innovation?
What is successful open innovation outcome?

Service Innovation

What service innovation means to your organisation?

What have you done in your organisation regarding service innovation?
How do you develop your current services or create new ones?
What is going well in service innovation?

What are the challenges in service innovation?

What would you like to develop in the future in service innovation?

What are the challenges in service innovation?
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What is successful service innovation outcome?

Customer collaboration and other stakeholder collaboration
How are your customers and other stakeholders involved in innovation development?
How do you work through others inside and outside the organisation?
With whom (stakeholders) you would like to work in the future?
How do you work with universities?

How do you work with start-ups?

How do you work with customers?

How do you work with other stakeholders?

Do you have co-creation?

Could you describe co-creation practices?

What outcome do you expect from co-creation?

What is going well in co-creation?

End questions

To whom should I speak to better understand innovation in your organisations?

Is there anything else you would like to tell me or ask from me?

The questions in group interviews:

Could you explain or draw the organisational structure and explain how new services are

openly developed in your organisations and how they are connected to other functions?

Could you explain by reflecting on the organisational diagram that you explained or drew
what kind of processes you have when openly developing services with different stakehold-

ers?

Could you explain by reflecting on the organisational diagram that you explained or drew

what kind of roles you have when openly developing services with different stakeholders?
How would you change this structure for future development purposes (in the next five years)?
What is the role of co-creation in your organisation when openly developing services?

How do you manage the knowledge from your customers and other stakeholders when openly

developing your services?
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e How should this be done in the future? (in next 5 five years)

e In next the 5 minutes write enablers and barriers to post it papers in regard to open service

innovation. Once you have done it, each person can introduce them.
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Appendix 3 From raw data to research findings

The process below demonstrates how the raw data in this study contributed to the research findings
by introducing an open service innovation framework. First, the data were gathered from individual
and group interviews, observations during workshops, training sessions and other meetings with per-
sonnel and collecting documentary information. Second, these data were analysed in phases A, B, C,
D, as illustrated in Figure 6 in single case reports and then in cross case analysis. Third, an open
service innovation framework was constructed. This process enabled the research questions to be

answered.
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Observation Documentary

Interview data

M1 Ja se médrittdd ehkd se innovointi osaks siti muuta kehitysprosessia, et onks se, tavallaan, et ku ideoita
varmaan keritidn kai-, et siel pitdd olla, ideoita pitdd pystyy keridn kaikilta ja sit pitéd olla joku, se

innovaatioporukka joka tavallaan sitte k ce boxia lipi ja kattoo sieltd mitd potenti S
ideoita on ja miaritdd et kuinka pitkille me viiddn sitd ideaa ennen ku se tulee jonkunnikdseen
péitdspisteeseen sitte. Et hei, et tis kohtaa arvioidaan, voisko tistii olla tailla mahdollisuuksia.

M2: Sit lisiks
tiist mahollisuu
muodostaan nii
painopisteet.

an vaatii myds siti et se fiidi yhteen suuntaan et oisko, tissi ois meilla juttu, olisko
tohon, tohon vai tohon, mut tarvii olla myds toisin piin s¢ luuppi ett, ennen ku lihetiin
ideoita niin pitid olla ymmirrys siitd et mitki on ne haasteet ja toisaalta mitki on strategian

MI1: Joo, totta kai, joo.

MI: No mi voin alottaa sen verran tilleen tuoreen henkilén vinkkelisti, et mun mielest suunta on ihan oikee :
tavallaan siindi, ettii nyt selviisti tii i i se on k i WM i Gned : R
ehki se, eltd i innovaatiol ei 0o vaan jotain miki tapahtuu jossain osassa taloo joka ei kuulu mulle, b
on tarkotus et s¢ tuudﬁanjukalscn Iyunlckuan dna:han silli tavalla, et samalla tavalla kun tekee t6itd ni
jatkuvasti niin havainnoi, pyrkii kehittimian toimintaa ja miettimiin voitasko asioita tehi paremmin, ja
tavallaan mlemaan yhteni sitii toimintaa ja milla tavalla voi tulevaisuudessa kehittyi ja tehdi asioita
paremmin, ni kyl ma niien ettd tavallaan tosta on menty eteenpiin, mut ilman muuta kokeilukulttuuria ja muuta
tintyyppi edelleen toki tarvitaan, ja tyd on hyvin vahvasti niin kesken vield tin innov voisko sanoo
mindsetin jalkauttamisessa.

N1: Joo, siis en mikiiin ehkii than all ia kehil Jotuksia ei tuu, koska siis ehkii johtuen

tietysti mun roolista kun mii oon kehittimispii lee mulle tulee kaikki meidin U:\tclm in liittyviit
muutospyynndt kulkee mun kautta, mul on 300 sielld jonossa ja joka piivi semmone, tai joka viikko tulee 15
20 lisdd, ct kyl niit tulec ovista ja ikkunoista, sen lisiks ctti mi oon ollu kymmenissi. Jossmn sadoissa
timmasissi erilaisissa til i issil mietitiidn just mma innovaatioita ja kehittdmisti ja miten nyt
strategian kannalta ja kysel in jopa viisymykseen asti, joskus
ihmiset on sillee et ei taas Fild, et ehkii se on mun mielest on kerditty tosi paljon tosi
arvokasta tictoo, mutta sit tavallaan se ettd siiti

Data analysis

PHASE A Theoretical propositions guide the inital coding:

+ Open innovation * Service innovation
* Cocreation * Onther repeating ssbgects

PHASEB ool i ey Single case report

Resourch conrers

Value ercation Pl vatue capre

. . Open Service
Topic Custamer Co-crestion Inovation

coling ||| o K Group

Tax Administration :

‘Custoasa-cosericiny sad vabie crestion s core fo K Greup. Whihe custamers were udsrsio 4 he st vabuable e
‘vt by teis srategy. Since 2016 eis Cusioerer P

b tean b bl e aa g, & Covup. e i
e el o et o dveopmen of cakeholders, ey i hemefical, Oversl, Keva vales i

0 P T et sy 00 el
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collaboration

portan surce of bl oo and therevee s colected o
e and develop . Ta Adewinisration’s sk '
cnmures s fh cperatons ae lostive. and e syt e

i, The abjoctva 410 encomrnge aapayer oy thee s

wch
\\/vv\\-u nddosign md [ —

Othor stakehol ey i Fsbemre oy vt S ety penacn oy cranges s e ac

collabaran i Fomaish e e i e, T Admsinestion' s e
Neverbeles, st colaboruson spprooch vares (meematy making. ¥ cvena sabehokins s s O b olkorm: The Tax Admivisiaion s among the bes n e v

5K Groegy i  larpe mar anganisaicn which cpersies i ight s ulwmum o et g it by Ecquttion.wnd by resdt. T Adminseaticn's has e

sl s e e e As
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PHASE € Review and refine the coded data t s i amy e ity s o e
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coding
M : e . .
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Research findings
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: Customer o Open organisational - Customer f Open Service
: centricity culture collaboration Innovation outcomes
Public
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sector Systematic and transparent process
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Appendix 4 Examples of topic coding, phases A and B

First phase of coding: topic coding
Phase A) The following topics guided the coding:

e Open Innovation
e Service Innovation
e (Co-creation

e Other repeating topics

Phase B) all the text from one topic was gathered together according to an initial conceptual frame-

work drawn from the literature. The topics were:

e Customer centricity

e Co-creation

e (Customer collaboration

e Other Stakeholder collaboration

e Other repeating topics

Research context

Value creation : | Value capture

Open Service

Customer : :
¢ 55 » Co-creation »  Innovation
centricity
outcomes
Customer
collaboration
Other stakeholder
collaboration
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Phase A) First phase of coding, topic coding

We have a great history of engaging our employees. When we start to develop and ¢

drive a project forward, we gather people from all around the company to
participate in the process. Different units end teams are represented in the

: Open innovation

discussion, even if there is only one unit leading the project. I believe people have .

different opinions about the genuineness of our practices of employee ¢

engagement. Nevertheless, we include everyone in our projects in any case.

: Co-creation

Regarding the involvement of clients, we think, process and advance matters very

far on our own before showing anything to clients. Although I have only been ¢

working here for two years, I believe our process has previously been even more
concentrated on providing our customers with nearly-finished results. These days,

we perhaps dare to involve the client a tittle more in the project and at an earlier :

development stage than before. On the other hand, we also co-operate a lot
especially with our bigger customers to provide the services. In other words, in
certain situations we also create new practices and ideas together with our
customers. The question is how to adopt these innovations in the whole
organisation. One way is to raise the awareness of the rest of the organisation. We
have to create complete concepts that can be utilised when working also with
other customers. So, in some way, we currently have two practices: we either
exclude customers from our processes or co-operate very closely with them when
creating certain services and solution
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Phase B) First phase of coding: topic coding, according to the initial conceptual framework

We have a great history of engaging our employees. When we start to develop and
drive a project forward, we gather people from all around the company to
participate in the process. Different units end teams are represented in the
discussion, even if there is only one unit leading the project. I believe people have
different opinions about the genuineness of our practices of employee
engagement. Nevertheless, we include everyone in our projects in any case.
Regarding the involvement of clients, we think, process and advance matters very
far on our own before showing anything to clients. Although I have only been
working here for two years, | believe our process has previously been even more
concentrated on providing our customers with nearly-finished results. These days,

Other stakeholder
. collaboration

b

Co-creation

L ]

we perhaps dare to involve the client a tittle more in the project and at an earlier

development stage than before. On the other hand, we also co-operate a lot :

especially with our bigger customers to provide the services. In other words, in
certain situations we also create new practices and ideas together with our
customers. The question is how to adopt these innovations in the whole
organisation. One way is to raise the awareness of the rest of the organisation. We
have to create complete concepts that can be utilised when working also with
other customers. So, in some way, we currently have two practices: we either
exclude customers from our processes or co-operate very closely with them when
creating certain services and solution
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Appendix 5 Example of analytical coding, phase C

Phase C) The purpose of analytical coding is to gather material to review and refine the coded data

and to create new topics.
Expansion of new topics in analytical coding:

e Open organisational culture

e Systematic process

e Transparent process

e Management support

e Training and workshops

e Strategy

e Data utilisation

e Research organisation collaboration

e Start-up collaboration

206



References

Phase C) Analytical coding, example

I think that this is (customers and other
stakeholder collaboration) not always
managed comprehensively or
systematically. It seems that a person’s
contacts and interests are factors in this. It
could partially be a coincidence. In any
case, the spirit has always been positive,
but the practice has not been systematic
enough.

There is a desire to take advantage of
these partners and relationships and build
both external and internal networks. The
organisation wants to create more
transparency and engagement. We
certainly have many ideas in this
direction, but I believe there is still work
to be done regarding systematic practices.

We could employ a person or organisation
to coordinate and quickly test practices we
are unsure about.

We do not currently have a systematic
process that would systematically involve
our customers.
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