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Krithika Randhawa, Ralf Wilden

Open Service Innovation: The Role of Intermediary Capabilities
©, and Siegfried Gudergan

Service I

and Open I i

Distributed innovation, referring to sourcing of in-
novation from outside the organization, has been
discussed in research on user innovation (eg.
Baldwin and von Hippel. 2011; von Hippel, 1986); O1
Eeg E'hegbruugh 2003; West and Gallagher, 2006);

echnological and marketing capabilities as

argamizations in leveraging open service innovation.

This study examines how intermediaries, in general, and those with digital service platforms specifically. engage
with clients to help them innovate their services within their service ecosystem. Based on an embedded, longitudinal
case study, the resulis reveal the cumulative development and deployment of technological, marketing, and co-
creation capabilities by intermediaries, and how these capabilities allow intermediaries to engage with clients, so
as to enable clienis’ apen service innovation despite their internal challenges. In turn, this article extend's theory on
service innovation by clarifving the role and funciion of intermediaries in service ecosystems in enabling clients to
leverage open service innovation. Second, this study contributes 1o resource-based seholarship by clarifving how
these three sets of capabilities and their micro-foundarions relate to each other. Despite the obviouws imporiance of
technological capabilities, online intermediaries are more than fust “virtual” service platform providers. The inter-
t clients in dealing with project-related and organizational
challenges 1o open service innovation. Acting as a higher-order capability, co-creation capabilities—through shap-
ing marketing and technological capabilities over time and also through conditioning their deploymeni—improve
the proficiency of these capabilities. The findings advance insights on the
creation capabilities, purposefilly developed and deploved 1o foster client engagement, and thus support service

! role of the i Vs co-

Practitioner Points

+ Along with technological and marketing capabili-
ties, professional service firms ought to hone co-cre-
ation capabilities in assisting clients in dealing with
internal innovation barriers.

.

In order to allow service firms to better leverage
open service innovation, intermediaries ought to
provide professional services that go bevond offer-
ing one-ofl technology-focused inputs to those that
actively support, involve. and engage clients.

* Managers of service firms can benefit from sourc-
ing professional services to bolster their service in-
novation efforts; specifically, when facing internal
project-related or organizational barriers.

* Managers of service firms can better succeed in
their open service innovation efforts from knowing
that, while engaging an intermediary with an ap-
propriate “virtual” technology platform is essential,
selecting one that has the capabilities to provide the
needed professional services to effectively interact is
equally crucial.

Address correspondence to: Krithika Randhawa, UTS Business
SchooliUniversity of Technology Sydney, PO Box 123, Broadway
NEW 2007, Australia. E-mail krithika randhawa@uts. eduau.
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Introduction

onsiderable research has discussed the

importance of leveraging external service

ecosystems to drive service innovation (e.g.,
Marcos-Cuevas, Nitti, Palo, and Baumann, 2016;
Lusch and Mambisan. 2015). Firms benefit from
ssing external resources such as knowledge (e.g..
Rusanen, Halinen, and Jaak kola, 2014), and interfirm
collaboration has positive innovation implications
{e.g., Schleimer and Faems, 2016). At the same time,
firms engaging in these so-called open innovation
(O1) practices by transcending firm boundaries face
internal constraints, such as the “not-invented-here™
syndrome and lack of management support (Antons
and Piller, 2015). Collaboration between multiple
stakeholders in innovation increases complexity
(Greer, Lusch, and Vargo, 2016). This complexity is
magnified by greater sophistication of customer re-
quirements, faster development cycles, and advanced
technologies; growing the prevalence of intermedi-
aries in service innovation to involve stakeholders
within an ecosystem (Lusch and Nambisan, 2015).
One particular category, Ol intermediaries, provide
their clients with online platforms that allow service
firms to co-create innovations with online com-
munities (Mele and Russo-Spena. 2015 Sawhney,

y-bused innovaton feg., Duhlander and
'F-n-sl«rl'ku-.n 27y and interfirm collahoration (e g
Schleimer and Faems, 2016). OI and interfirm col-
laboration research is ultimately interested in how
firms can commercially benefit from innovating with
external stakeholders. User innovation and commu-
nity-based innovation research, on the other hand.
focuses on the user as the main stakeholder, investi-
gating the conditions under which users share their
innovations with each other and producers.
Research on service innovation using co-creation
and S-D thinking (Lusch and Nambisan, 2015
Watson, Wilson, Smart and Macdonald, 208), em-
phasizes co-creation in service innowation (Perks.
Gruber, and Edvardsson, 2012), stressing the impor-
tance of service ecosystems (ie., networks between

(also called lower-order or functional) capabilitie
with changing customer requirements and techne
logical advances (Karpen et al, 2015). In line wit
previous studies (e.g., Karpen et al, 2013 Wilde
and Gudergan, 2017), this study draws on this con
ceptualization and investigates mot only whethe
these capabilities apply to Ol intermediaries. but a
a contribution to wider strategy knowledge also urn
covers the mechanisms through which profession:
service providers deploy capabilities to enable client
Lo co-create service innovation.

I Research Design and Methodology I

To investigate the underlying research question, a
embedded, longitudinal case study of an Ol interme
diary called Nexus and 18 of its public service-pre
viding clients was used. This approach allows us 1
(1) build theory through a deeper understanding ¢
a contemporary and underexplored phenomen
(Eisenhardt and Graebner, 2007; Siggelkow, 2007
and (2) study the phenomenon in its natural setting
(Yin, 1994),

| Results and Discussion |

Based on the data (see also supporting information
in Online Appendix C for relational text mining re-
sults), and drawing on co-creation, OL 5-D logic,
and resource-based reasoning. this study investi-
gates how OI intermediaries deplov capabilities 1o
support and build clients’ capacity in open service
innovation (Figure 1). While the identified barri-
ers have been discussed in previous research, this
study focuses on unpacking three intermediary ca-
pabilities—technological. marketing, and CCs—and
the micro-foundations through which these are de-
ployed in assisting clients in overcoming internal
challenges to leveraging open service innovation.
Results show that technological and marketing ca-
pabilitics are important to assist clients tackle such
barriers: Technological capabilities facilitate clients
in dealing with their own project-related barriers,
and marketing capabilities support clients in over-
coming ofganizational barriers. More importantly,
CCs support and shape both technological and mar-
keting capabilities and are hence even more critical
to enabling effective leverage of open service inno-
vation in clients,

| Theoretical Implications |

Using an embedded. longitudinal case study of the
open service innovation intermediary Nexus, this
study examined the cumulative development and de-
ployment of intermediary capabilities, and the mech-
anisms by which these intermediary capabilities

I Limitation and Future Research I

This study has responded to calls to integrate ser-
vice marketing theories to examine OI for services
(e.g.. Randhawa et al.. 2016), and align with early at-
tempts to investigate service innovation from an $-D
perspective (e.g., Ordanini and Parasuraman, 2010;
Verma, Gustafsson, Kristensson, and Witell, 2012).
Our study is not without limitations, which also pro-
vide opportunities for future research. Although this
embedded case study is appropriate to conclude how
the here-identified intermediary capabilities and mi-
cro-foundations enable clients to leverage open service
innovation, relving on a single intermediary is a lim-
itation. Future qualitative research can apply a mul-

cision-making among senior executives, resulting in
ficant “not-invented-here™ thinking in organi-
zations (Antons and Piller, 2015). These barriers are
also evident in the text mining results through the
frequent use of, and the close relationships between,
concepts such as “buy-in.” “risk.” “senior.” “under-
standing,” and “value” by interviewees. Overall,
clients widely acknowledge the role of the senior ex-
ecutives’ buy-in in building a culture of open service
innovation and community engagement.

Another organizational barrier is revealed through
the frequent use of concepts such as “strategic frame-
work.” “policy.” and “consuliation.” namely the lack
of strategic framework for open service fnnovation.
As a result, clients often adopt a compliance-driven
approach, using open service innovation in a trans-
actional, reactive manner. Client Q sufTers from this
approach as “the focus tends to be on involving the
community and not as much on empowering the
community” [emphasis added] (media & communi-
cation officer). Often the focus is merely on meeting
government and council requirements for congulta-
tion, leading to a lack of emphasis on holistic service
innovation projects. On the contrary, Client H has
adopted a strategic framework to open service inno-
vation that goes beyond policy requirements to be

L3 ALY S YA LT L HETELILLE G UL
ation literature by integrating the research on OI
and §-D logic of marketing to investigate how Ol in-
termediaries, functioning as “customer community
operators” (Sawhney et al., 2003), can enable clients
to leverage open service innovation. By assisting
clients in dealing with internal barriers to online
community engagement, both project-related and

organizational ones, these capabilities play a key
ers in using these capabilities (Peters, Gudergan, and

Booth, 2018) to better explain how intermediaries can
assist service firms in the open service innovation ef-
forts. Finally, as professional service firms differ
their capability portfolio (Wilden, Gudergan, Akaka,
Averdung, and Teichert, 2018), further clarifying ca-
pability configurations and their impacts (Gelhard,
von Delft, and Gudergan, 2016; Wilden, Devinney.
and Dowling, 2016) can assist in substantiating how
different types of intermediaries afTect their client’s
service innovation endeavours.

Abela, A V.,
Ethics and the service-dominant logic for marketing. Journal of
the Academy of Marketing Science 36 (1) 39-53.

and P. E. Murphy. 2008. Marketing with integrity-

PROPRIETARY & CONFIDENTIAL 36



P

= Accuracy Brevity Clarity

i NRNEEREANREENER

- fFE: BRI T /ICRIRYFHR

el XER! KEE! XA

WI LEY .. PROPRIETARY & CONFIDENTIAL 37



faE

= BT R R A7 N A KR ?
= JAZ B A e ] B 1K R] 2

= RAEW ST R 7 A4 m] RAIe] 2 R 1] 2
= B P ) AN G5 R AT DU AT A 55

= fae R TZURS] O

=50 HE GRTMT TR N 7D

=L AR (AR Tk RIL. 45D
=t (SIEXA B RS20

= MEHE CHAR )

WILEY &*

Literature
review

_____________________

Conclusion

PROPRIETARY & CONFIDENTIAL 38



W HEH

g CORPORATE SOCIAL RESPONSIBILITY AND ACCESS

TO FINANCE
< BEITING CHENG, IOANNIS IOANNOU,” and GEORGE SERAFEIM'*

1 Accounting and Management Unit, Harvard Business School, Harvard University, 88 2 C|ted
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We investigate whether superior performance on corporate social_ =
responsibility (CSR) strategies leads to better access to finance. We

hypothesize that better access to finance can be attributed to (1) reduced_ Bhg
agency costs due to enhanced stakeholder engagement and (2) reduced
informational asymmetry due to increased transparency. Using a Iarge_ 7%
cross-section of firms, we find that ...... constraints. We provide evidence .
that ...... are important in reducing capital constraints. The results are_ I
further confirmed using several alternative measures of capital constraints,

a paired analysis based on a ratings shock to CSR performance, an_ e
instrumental variables approach, and a simultaneous equations approach.

Finally, we show that the relation is driven by both the social and_ RN
environmental dimension of CSR (133 words). ol
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