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Q. In the Innovation Game, Why Do So Many Companies Stay on the Sidelines?

Ao In today’s global business environment, innova-
tion is an extreme sport, where teammates, oppon-
ents, the playing field, and the rules of the game
change all the time. In order to succeed, companies
have to be highly skilled and react quickly to these
changes — but more importantly — success depends on
actually playing the game, not watching from the side-
lines.

As research during the past several decades has
shown, the innovation game increasingly depends on
collaboration between players, for example with in-
novation driven by lead users (von Hippel, 1986), open
innovation (Chesbrough, 2003), and co-innovation
with several players (von Hippel et al., 2011, Lee et al.,
2012). Still, although there are greater opportunities to
develop new successful innovations by means of col-
laboration, such approaches also bring new risks (Pis-
ano & Teece, 1989), which undermine a company’s
intention to collaborate. Such risks include loss of
knowledge, higher coordination costs, as well as loss
of control and higher complexity. The "not invented
here" syndrome is another typical reason for staying
on the sidelines of the innovation game (Chesbrough
& Crowther, 2006). Furthermore, especially in small
and medium-sized enterprises (SMEs) quite practical
reasons such as challenges in finding the right partner,
identifying relevant external knowledge sources, im-
balance between innovation activities and daily busi-
ness, or insufficient time and financial resources,
hinder their participation.

Among both academics and practitioners, the collab-
orative innovation models are increasingly better un-
derstood, and companies are increasingly aware that
they can benefit from such collaborations, whether it
is among fore-runner companies such as Procter &
Gamble or LEGO or among agile startup firms
(Muegge, 2013) or open source communities within
software industry (West & Callagher, 2006). Thus, re-
garding more traditional industries, it is also import-
ant to notice that an innovation model of co-creation
of immaterial products, such as software, cannot be
directly adapted to innovation in physical production
(Bauwens, 2009).
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But, given that around one third of innovating compan-
ies drew upon external development or knowledge
sources from 2010 to 2012 (OECD, 2015), there are still
many, many companies sitting on the bench and just
watching the innovation game. There is also significant
effect of firm size when collaborating on innovation:
large firms are usually two to three times more likely to
engage in collaboration than SMEs (OECD, 2015).
These firms, still sitting on the sidelines, are either
doubting that it would work for them or stalling be-
cause they just do not know how to actually start play-
ing the game or cannot figure out with whom they
should play. And so, a key future challenge is to help
companies make the leap from sidelines to playing field
so that they may reap the rewards of collaborative in-
novation.

In business, success rarely comes in the form of win-
ning the game - success means you are able to keep
playing. But, losses are common. In many cases, com-
panies lose when they fail to adapt. Traditional players
may enjoy great success for some time and then fail to
adapt to changes, for example, because their playing
style stagnates; they become locked in to key person-
nel, strategies, information flows, norms, and mental
models. Then, new players may come from unexpected
directions and with new playbooks. They are not creat-
ing entirely new games, but rapidly attacking to the
gameplan of traditional players by using, for instance,
new combinations of superior technology and compel-
ling customer experience. There are several examples
of how established corporations, for example Nokia,
Blackberry, and Kodak, have quite suddenly found
themselves unable to adapt. When this happens, the in-
novation game can be unforgiving.

Companies must be prepared for setbacks, but the risks
are greater if they choose not to innovate. They must ac-
cept that the innovation game comes with risk, and
they must be prepared to change their way of thinking,
and not only among the coaching staff, because innova-
tion is a team sport. Innovation should be a part of
every employee’s work, not only of those working in an
R&D department or on the front lines of business devel-
opment (Lafley & Charan, 2008).
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But, even if a company is aware of the benefits, accepts
the risks, and is ready to take on the challenge of mov-
ing from the sidelines to the playing field, several key
questions remain:

1. Where should they play?
2. With whom should they play?
3. How should they play?

Where to play

The answer to the question of where to play often de-
pends on the nature of the business. One option is to
seek out innovation centres or platforms that facilitate
collaboration between different players, such startups,
venture capitalists, accelerators, vendors, and academ-
ic institutions. Global technology hubs are the pre-
ferred destinations for setting up innovation centers.
For instance, 60% of companies that have set up these
centres have a presence in Silicon Valley (Capgemini,
2015). In many sectors, the locus of the innovation
game is changing from local or regional places to virtu-
al spaces and platforms (Muegge, 2013). When operat-
ing on large geographical scales, for instance, when
exclusively using Internet platforms, the levels of inter-
action and collaboration between the players in the in-
novation game may remain low. Therefore new ways to
integrate global and local playgrounds — physical and
virtual meeting places — is required.

The global playing field creates powerful opportunities
for players to access far-away markets and scale
quickly, right from a company's inception, as evid-
enced by "born global" firms (Rasmussen & Tanev,
2015; Tanev, 2013). However, companies may find that
their local playing field contains valuable opportunities
and relationships. In the special issue of the TIM Re-
view on ‘"local open innovation” (timreview.ca/
issue/2013/march), the focus was on the local game — meet-
ing nearby players and learning how their skills can
complement your own game. With local open innova-
tion, Deutsch and Dancause (2013) stress the import-
ance of fostering: i) input from "unobvious" sources; ii)
informal relationships and interactions; and iii)
serendipity. Similarly, living labs provide ready-made
real-life environments for companies to interact with
users and other stakeholders to create unforeseeable in-
novations (Leminen, 2015). Ultimately, the challenge
focuses on how quickly ideas can be tried out and
changes can be made, therefore the emphasis has been
on rapid experiments, simulations, and pilots. These
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approaches make it easier for companies to step off the
sidelines and get into the game so that they may benefit
from new models of innovation.

With whom to play

Market sources, including other companies (e.g., sup-
pliers), customers, or competitors, are the traditional
sources of external knowledge and the most typical
even today (OECD, 2015). Especially in R&D gate mod-
els and processes, early involvement of suppliers (ESI)
models are an actively discussed phenomenon (Bidault
et al., 1998; Johnsen, 2009). On the other hand, the ser-
vice literature emphasizes service co-creation with cus-
tomers (Hakanen & Jaakkola, 2012; Vargo & Lusch,
2008). Ever since von Hippel (1986) introduced the
concept of a "lead user", there has been much discus-
sion about the benefits of empowering consumers and
end users to participate in innovation processes. Sub-
sequently, innovation researchers have distinguished
different collaboration models such as customer-fo-
cused innovation, customer-centred innovation, and
customer-driven  innovation (Desouza et al,
2008).Thus, larger companies are two or three times
more likely to collaborate with research institutes or
higher-education institutions than SMEs (OECD, 2015),
meaning that larger companies have more experience
in with different playing fields as well as with different
players.

In today’s networked economy, the boundary between
a customer and a supplier is "fuzzy" or unclear — espe-
cially regarding the innovation and exploration of new
knowledge (Paasi et al., 2010) and the importance of in-
cluding other stakeholders is now recognized (Pedrosa,
2009). In the innovation game, these relationships with
other players are dynamic: when the game suddenly
changes, it may also mean that the customers or suppli-
ers change. Still, the literature on inter-organizational
relationships often highlights how relationship building
and network management are longitudinal tasks, al-
though these arrangements should be distinguished
from companies by their temporality (Halinen et al.,
2012).

In this fast-changing game, companies must consider
how they are perceived by other players. One way to
survive and succeed in the innovation game is to be an
attractive team member. Companies need to continu-
ally strengthen their network positions and keeps them-
selves and their employees sharp. The key is to develop
specific capabilities and clearly communicate your
needs to other players who may become collaborators.
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And, as shown in the previous section, the choice of
where to play affects who is available to play, whether it
finding a global partner through an international innov-
ation platform or getting out and meeting a helpful
"neighbour” with complementary skills and needs. New
types of players and coaches, such as open innovation
service provider and other intermediators, can also help
to play the game. It is important to look beyond the usu-
al suspects and find new collaborators (Deutsch & Dan-
cause, (2013). Both researchers and practitioners can
also find new ways to involve all players in the innova-
tion game: everyone will benefit if we can encourage the
ones who are now sitting on the bench.

How to play

The innovation game is changing all the time. When
players make decisions and calculate future alternat-
ives, they are looking forwards. However, the future is al-
ways uncertain, and the game can really only be
understood when looking backwards and reflecting on
the moves made by each player and the consequences.
Instead of aiming to avoid uncertainty, players must be
flexible and prepared to make adjustments; the con-
nectivity with other players implies that a decision or ac-
tion by one influences all others, but not in any uniform
manner. The results of the game appear from the dy-
namics of strategic manoeuvring amongst players, and
therefore the key success factor is the player’s ability to
manage dynamic strategic interactions related to innov-
ation (Aveni, 1997). This ability can be enhanced by
studying the game and the behaviours of other players,
and continually learning how to be a better player.

Innovative and future-focused players seek opportunit-
ies to maximize communication and interaction among
actors in order to create knowledge synergies and new
business opportunities. The practical challenge is to
master a strategy of "plug, play, and repeat":

1. Plug: quickly find new unknown collaboration parties
and evaluate them.

2. Play: configure collaborative settings that encourage
players to work towards shared purposes, with enthu-
siasm.

3. Repeat: the game can change at any minute, so play-
ers must be prepared to repeat the "plug" and "play"
steps with new partners working towards new goals.

This new approach encourages preparation and flexibil-
ity, but is not easy and it may take some companies far
out of their traditional comfort zone. The new maps for
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searching business opportunities may be based on the
connections rather than locations and their distances.
The connections are built on different exchanges of, for
example, information, money, resources, or social rela-
tionships.

Future research

To help more companies step onto the playing field,
there are several areas that should be researched to
complement our current understanding on how to play
the innovation game.

First, given that knowledge is highly dispersed and com-
plexity grows all the time, new sources of innovation
are required. New players are needed and companies
must search hard both locally and globally for problem
solvers, and they must be prepared to collaborate with
previously unknown partners.

Second, in addition to formal intellectual property
rights, tacit knowledge will play a key role as the need
to share (or protect) different knowledge sources in-
creases. Furthermore, players should also be able to
find the dark side of their knowledge base: knowing
what questions that they are not able to answer.

Third, companies require several playbooks, or innova-
tion models, to be used concurrently as they fit their
strategies to different games and goals. For instance,
companies are simultaneously connected to the global
economy and its specific rules as well as social net-
works and communities, which operate by different
sets of rules. Further research and insights from prac-
tice are needed to help companies develop their own
style of "plug, play, and repeat” strategies.

Finally, to help companies feel confident enough to
join the game, there needs to be further research about
how exactly to change mindsets, meet potential collab-
orators (who may be unknown), figure out quickly if
they are a good fit and can be trusted, and then lead the
enthusiasm. A promising research approach to future-
oriented innovation games follows system theory think-
ing (e.g., Ashby, 1958; Luhmann, 1995) and is based on
systemic and practice-based approaches (Valkokari et
al., 2011). According to this approach, the continuous
change can be seen as ongoing improvisation: the in-
novation players’ readiness to constantly disrupt them-
selves through strategizing and organizing within the
innovation game. Thus, making game-specific de-
cisions requires local and experiential knowledge,
which can be gained only by playing the game. And the
game cannot be played from the sidelines.
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