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Our purpose is to clarify the microfoundations of open innovation (OI) in young innovative companies (YICs) in
partnering with large multi-national enterprises (MNEs). Despite the progress in OI SME research, YICs remain
understudied, and we know little about the nuances and complexity of how OI is managed. Through a qualitative

SME? . . research design, we explore four cases and twelve projects within the information communications technology
Multi-national enterprises . . . . . . .
Microfoundations (ICT) and medical device (MD) industries. Based on an analysis of primary and secondary data at the OI project

level, we reveal five types of micro-foundations. These microfoundation types include YIC antecedent, YIC
behaviour, MNE antecedent, MNE behaviour and joint action — which are found to influence the outcome of an
OI project between an YIC and an MNE. These microfoundation types are deemed as either enabling (positive
impact on the YIC OI project outcome) or limiting (negative impact on the YIC OI project outcome). The captured
evidence asserts that is the lower-level activities both antecedents and behaviours that ultimately influence and
shape the OI project and thus the innovation outcome. This study advances the OI literature and clarifies how the
aggregation of this wide range of microfoundations — both antecedents and behaviours, shapes the OI project
outcome. Our research illustrates that the deliberate management of microfoundations is a necessary
constructive element in an OI project between an YIC and an MNE. Microfoundations provide a guiding rail for
YICs to reflect, learn and create value.

1. Introduction

Open Innovation (hereafter, OI) is one of the key advances in inno-
vation studies in recent years (Martin, 2012; Dabic et al., 2021), built on
the permeability of organisational boundaries and assumes that the
necessary innovation knowledge and expertise does not reside solely
within the organisation (Chesbrough, 2003; Dahlander et al., 2021). The
literature has long acknowledged the experience of adopting OI from a
large corporation perspective (Mortara and Minshall, 2011), and also
advancing into Small and Medium sized Enterprises (SMEs) (van de
Vrande et al., 2009; Lee et al., 2010). However, the OI experience of
young innovative ventures (YICs') has received little attention, espe-
cially in the context of OI partnerships with multi-national enterprises
(MNEs) (Usman and Vanhaverbeke, 2017).

* Corresponding author.

YICs are key drivers of economic growth and development (Schum-
peter, 1934; Colombelli et al., 2016). Such firms exhibit many strengths
including a closeness to the market, agile and unbureaucratic processes
and informal organisation structures (Spender et al., 2017; Colombo
et al., 2006). However, these organisations are highly diverse (Noote-
boom, 1994) and face many challenges including uncertainty (Fisher
et al., 2020), liability of newness and smallness (Aldrich and Yang, 2012;
Gimenez-Fernandez et al., 2020), lack of resources (Rothwell, 1991;
Hoffman et al., 1998) and possibly a lack of entrepreneurial and/or
managerial experience (Low and Macmillan, 1988). Such factors
contribute to higher failure rates amongst YICs than established firms
(Audretsch et al., 2020; Colombelli et al., 2016). OI offers YICs a
pathway to overcome such challenges by leveraging MNE partnerships
and given the potential benefits for YICs, it merits a deeper focus.

E-mail addresses: gillian.barrett@ucc.ie (G. Barrett), g.tsekouras@brighton.ac.uk (G. Tsekouras).
1 The term young innovative venture is used as the studied firms are in early stage of development (less than 6 years old) and revenues are being generated

primarily through customer sales.
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OI partnerships between YICs and MNE:s are characterised by a large
asymmetry of power in terms of resources, infrastructure, and political
influence (Prashantham and Birkinshaw, 2008). This asymmetry is more
critical for the weaker side of the relationship, namely the YIC, espe-
cially the way the management team perceive this asymmetry and
consequently the way it manages the OI interactions with MNE partners.
To understand these OI interactions, there is a need to delve into
microfoundations, i.e., the ground level activities — previous experi-
ences, underlying attitudes, actions, behaviours and individual routines
(Lewin et al., 2011; Teece, 2007; Felin et al., 2012) that influence and
shape the outcome of the OI project between an YIC and an MNE. Thus,
enhancing our insights into the differences and outcomes of such orga-
nisations. According to Foss (2011: 1416) “there are compelling philo-
sophical reasons why microfoundations need to be provided for our
theories”.

Despite progress in understanding OI SME adoption, studies remain
at a collective level and a gap remains both within our understanding of
the microfoundations of OI SME adoption and in particular, within the
YIC context in partnering with MNEs (West and Bogers, 2016). Hence,
our research concentrates on the microfoundations of OI adoption be-
tween YICs and MNEs, essentially exploring how YICs interact with
MNEs throughout the various stages of an OI project.” In short, this
initial explorative study leads us to ask the following overarching
research question, namely, how do microfoundations influence OI projects
between YICs and MNEs?

We address this research question through a qualitative, multiple
case study methodology built on evidence collected from four YIC case
studies and twelve OI projects with MNEs within two high-tech in-
dustries — Information and Communications Technology (ICT) and
Medical Devices (MD). In the paper, we go beyond the firm-level unit of
analysis and take a fine-grained perspective exploring each OI project (i.
e., the temporary organisation) (Turner and Miiller, 2003) and the un-
derlying microfoundations that influence the outcome through the
egocentric perspective of the YIC (Wasserman and Faust, 1994). To date,
much research has focused on the MNE perspective (Usman and Van-
haverbeke, 2017), we address this imbalance and take the YIC
perspective.

For each OI project, we study the objective, enablers, challenges and
the factors influencing the innovation outcome. Our findings propose
five types of microfoundations (YIC antecedent, YIC behaviour, MNE
antecedent, MNE behaviour and joint action (both partiesg) that influ-
ence the success of an OI partnership between an YIC and an MNE. We
also highlight three enabling microfoundations (founder’s experience
and knowledge, relationships, partnering strategy) and two limiting
microfoundations (weak partner fit, MNE inexperience). This research
contributes to the OI SME perspective by providing a deeper under-
standing of the OI phenomenon between YICs and MNEs* (West and
Kuk, 2016; Usman and Vanhaverbeke, 2017). OI SME research has
gained importance, SMEs are not all the same and a gap remains in the
context of YICs (Criscuolo et al., 2012; Greul et al., 2016) — how YICs
manage OI projects with MNEs. Through analysis at the fine-grained OI
project level, this study reveals the interactions between the focal
organisation i.e., YICs and their MNE partners throughout the OI project.
Essentially, exploring the underlying microfoundations that influence
and shape the OI project outcome. Each microfoundation was cat-
egorised as an antecedent — a structural element or as a behaviour — a
course of action evident throughout. Finally, we explore how these
microfoundations change as the OI project evolves through the inno-
vation process.

2 This explorative study focuses on OI from the sole firm perspective of the
YIC.

3 One project was categorised as an ‘Other’ limiting microfoundation as it
didn’t fit within the proposed five microfoundation categories.

4 This is achieved from the egocentric YIC perspective.
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2. Theoretical background

OI has received significant scholarly and practitioner attention
(Stanko et al., 2017; Randhawa et al., 2016). Chesbrough and Bogers,
2014: 17) offer the most recent OI definition: “... a distributed innova-
tion process based on purposively managed knowledge flows across
organisational boundaries, using pecuniary and non-pecuniary mecha-
nisms in line with each organisation’s business model”. In its infancy, OI
research focused on firm-centric research primarily within large
high-tech organisations (Gassmann et al., 2010). However, the research
has widened to include SMEs (Spithoven et al., 2013; Barrett et al.,
2021), young firms (Greul et al., 2016), low-tech industries (Trott and
Simms, 2017; Alvarez and Iske, 2015), networks (Rampersad et al.,
2010) and communities (West and Lakhani, 2008). The analysis level
has also widened beyond the firm level (Bogers et al., 2017), to include
analysis at the intra-organisational level i.e., project, individual and
team (Bahemia et al., 2018; Du et al., 2014; Ahn et al., 2017; Salter et al.,
2015), extra-organisational level i.e., individual users, communities
(Bogers et al., 2010; Autio et al., 2013), inter-organisational level i.e.,
alliances, networks, eco-systems (Adner and Kapoor, 2010; Van Der
Borgh et al., 2012; Radziwon and Bogers, 2019) and finally, at regional
and societal levels (Chesbrough, 2011; Chesbrough and DI Minin, 2014).
Despite this plentiful research, there are gaps that need to be addressed.

2.1. Open innovation in high-tech YICs

Previous contributions have argued that OI adoption for SMEs simply
makes sense (Vanhaverbeke et al., 2018). However, little evidence exists
on how young SMEs with a high innovation potential execute OI
Typically, all YIC innovation activities are taking place within a unique
project context, its purpose is usually the development and market
introduction of a new product (or service). Many YICs thrive in the
development of innovative technologies (Acs and Audretsch, 1987;
Schneider and Veugelers, 2010; Storey, 1994; Hoffman et al., 1998;
Colombelli et al., 2016) including disruptive technologies (Henderson
and Clark, 1990; Henderson, 1993). However, YICs typically struggle to
secure resources for exploiting such technologies (Lee et al., 2010; Gans
and Stern, 2003) limited by their liability of newness and smallness
(Gimenez-Fernandez et al., 2020; Aldrich and Yang, 2012). As Vossen
(1988) outlined, MNE strengths lie within their extensive resources
whereas SME:s strengths are largely behavioural (Audretsch et al., 2020).
OI offers YICs resources and other benefits including global reach, rev-
enue generation, market entry, building credibility, complementing
knowledge and developing capabilities. Therefore, YICs have much to
gain from adopting OI (Vanhaverbeke et al., 2018; Prashantham and
Birkinshaw, 2008) and thus, a clear rationale for OI adoption exists.
Conversely, MNEs are always fighting the risk of developing core ri-
gidities and Ol is a very efficient strategy to achieve this (Christensen,
2006; Leonard-Barton, 1992). However, OI is a challenge regardless of
organisational size, age and/or experience. This ‘natural match’ be-
tween YICs and MNEs can be compromised by the microfoundations of
their interaction activities. For instance, the perceptions of the YICs
managers who tend to perceive the collaboration process as full of risk
and potential pitfalls (Prashantham and Birkinshaw, 2008) can become
a critical problem for these interactions by undermining the OI projects
or leading to an unfair split of revenue between the YIC and its large
partner. If this potentially valuable interaction is to be managed to the
desired effect, its microfoundations and the way they influence the
outcome of the OI project need be understood in detail.

OI adoption provides an opportunity for YICs to tap into external
capabilities whilst reducing costs and risks of R&D, building credibility
and reputation and complementing internal knowledge with access to
market channels (Parida et al., 2012; van de Vrande et al., 2009).
Nevertheless, OI is not easy and presents many challenges and pitfalls
(Prashantham and Birkinshaw, 2008; van de Vrande et al., 2009) —
challenges only exacerbated in YICs. Such challenges include the ‘David
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and Goliath’ experience, knowledge protection, intellectual property
(IP) negotiation and the wider learning process (of how to access, con-
nect and interact with a larger and more powerful organisation) (Min-
shall et al., 2010; Oakey, 2013; Freel and Robson, 2017). These
challenges affect both large corporations and SMEs but the final output
and advantage has a far greater impact on the SME than the large cor-
poration (Hagedoorn, 1990).

Although there has been considerable debate within the literature on
the definition of high-tech industries (Pavitt, 1984; Hatzichronoglou,
1997; Grimpe and Sofka, 2009), firms within high-tech industries are
clearly different from those in non-high-tech industries (Qian and Li,
2003). Firms in high-tech industries typically invest significantly in R&D
and innovation whilst experiencing greater uncertainty, higher risk,
more intense competition (Kobrin, 1991) and higher levels of techno-
logical change (Hagedoorn et al., 2005). Also, they tend to have shorter
product life cycles which pressurises firms to respond to changing
customer and market needs (Hagedoorn et al., 2006). As outlined
earlier, research into SME OI adoption is considerable; however,
research in high-tech YICs has been scant despite their economic and
social significance.

2.2. Microfoundations of OI YIC adoption

Microfoundations research has received considerable attention in
recent years (Foss, 2011; Eisenhardt et al., 2010; Devinney, 2013). It has
been described as a “movement and a way of thinking” within the
strategy and organisation theory research streams (Felin et al., 2015:
577). However, the literature extends into many other research areas
including innovation management (Grigoriou and Rothaermel, 2014;
Ryan et al., 2018; Bertello et al., 2022; Yildiz et al., 2021). Barney and
Felin (2013) highlight the lack of consensus within the literature on
what constitutes microfoundations research. The authors articulate
several “half-truths and misconceptions” including (1) a sole focus on
individuals, (2) lead to an infinite regress, (3) can be dealt with by
borrowing theories and (4) deny the role of structure. Furthermore, the
authors acknowledge the importance of aggregation in its construal and
highlight that microfoundations and “organisational analysis should be
fundamentally concerned with how individual level factors aggregate to
the collective level” (ibid: 145).

Principally, the emerging microfoundation literature asserts that the
consequences of macro actions (i.e. organisational level) can to be un-
derstood from the underlying micro perspective (i.e., individual level)
(Contractor et al., 2019; Teece, 2007; Locatelli et al., 2020). However,
Barney and Felin (2013) highlight a mis-conception from such an
assertion and stress the importance of both elements of micro-
foundations — micro and foundations: “reducing .... everything to in-
dividuals is only micro — not microfoundational. In other words, the
foundations portion of microfoundations is important in that it places
emphasis on the need to specifically understand the unique, interac-
tional and collective effects that are not only additive but also emer-
gent.” These microfoundations are the underlying processes, activities,
actions, behaviours occurring at the ground level, “enriching the
knowledge base” and enabling the organisation to “integrate, reconfig-
ure, add or subtract resources” (Teece, 2020: 10, 24). Thus, the study of
microfoundations in this OI YIC context may help reveal the compe-
tencies and processes required to support the development of necessary
innovation capabilities (Eisenhardt and Martin, 2000; Teece, 2020).

The intra-organisational level i.e., project, individual and team
(Bahemia et al., 2018; Du et al., 2014; Ahn et al., 2017; Wynarczyk et al.,
2013; Bogers et al., 2018) is important as OI SME adoption tends to be a
project level decision rather than an overall strategic decision (Vanha-
verbeke et al., 2014) which is due to the realisation of gaps in comple-
mentary assets, skills and capabilities (Teece, 1986; Vanhaverbeke and
Cloodt, 2006). For instance, Bagherzadeh et al. (2019), investigating
contributory OI factors using a quantitative study of 201 US firms,
concluded that projects with different attributes (i.e., complexity and
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uncertainty) require different managerial factors (openness, partner
choice, OI mechanism, collaboration process and internal firm practices)
to achieve Ol management success. Bogers et al. (2018) conducted a
study of Danish firms and found a direct link between individual em-
ployees’ educational diversity and the extent to which the firm engages
with external sources for innovation. Furthermore, analysis at this in-
dividual level reveals the intricate peculiarities of how Ol is executed (i.
e., the microfoundational level) which may hold the key for OI venture
success (Locatelli et al., 2020; Davies and Brady, 2016; Du et al., 2014;
Scuotto et al., 2020; Ahn et al., 2018).

High-tech YICs are clearly different entities from their larger coun-
terparts, therefore the research to date on OI practices in large firms and
even in SME:s is not transferable to YICs. This research study addresses
this gap and presents insights into the underlying microfoundations of
activities occurring at the ground level from the perspective of the YIC i.
e., those internal level actions, behaviours and routines that ultimately
influence and shape the OI project outcome. Thus, seeks to answer the
following aforementioned research question: how do microfoundations
influence OI projects between YICs and MNEs?

3. Methodology
3.1. Research context

The research design is a qualitative, multiple case study (Eisenhardt,
1989; Yin, 2009; Berends et al., 2014) (leveraging the Goffin et al.
(2019) method® at the planning phase). This approach was preferred
due to the scarcity of empirical insights into OI YIC adoption and offered
an opportunity to reveal the nuances and complexity of the underlying
microfoundations (Ryan et al., 2018). Multiple case studies typically
result in more accurate, generalisable and robust results (Eisenhardt and
Graebner, 2007; Yin, 2009; Goffin et al., 2019) and in this study, was
deemed appropriate due to the depth concern (Miles et al., 2014).

The research setting is the information and communications tech-
nology (ICT) and medical devices (MD) industries. These industries
offered many advantages including high growth, innovation potential,
and importance to the Irish economy. Ireland is a small open economy,
highly dependent on foreign direct investment (FDI) due to a deliberate
governmental policy to attract same. This strategy has been successful
for the local and national economy, a number of key clusters have
formed (Giblin and Ryan, 2012). Ireland is now a recognised leader in
both the ICT and MD sectors in Europe, nine of the top ten US ICT firms
and also nine of the top ten global MD firms are located in Ireland (IDA,
2022a; IDA, 2022b). Such inward FDI leads to technology spillover to the
local economy contributing to greater economic growth and produc-
tivity (Campa and Cull, 2013; Ruane and Ugur, 2005). These spillovers
are especially relevant in this YIC context.

The primary sample included four Irish YIC case studies and twelve
OI projects. These organisations were purposefully selected due to their
early stage, high innovation intensity, global nature and expected
collaboration activities with MNEs. Eisenhardt (1989) recommends four
to ten as a suitable case number to facilitate theoretical saturation.
Twelve OI projects between the focal organisation — the YIC and their OI
MNE partners (see Table 1 for case and project details) were studied due
to the potential intrinsic value to the YIC (Stake, 1995). The YIC found-
ers/CEOs were selected as research participants due to their key role as
leaders, key decision makers and primary influencers within their
organisation (Wasserman, 2012) but importantly, due to their de facto
role as OI project managers/champions.

5 Goffin et al. (2019) developed an evaluation template (termed case study
evaluation template: CASET) to objectively assess case study articles against
quality criteria.



G. Barrett and G. Tsekouras

Table 1
List of four cases and twelve OI projects.

Case Case/project background

Case A (ICT) Case A is a cloud computing company, six years old and
employing 20 (primarily R&D) and serving customers

globally.

Project A -1 Sourcing technology using inbound licensing with an IT
software MNE (MNE A).

Testing market using outbound licensing with an IT
hardware MNE (MNE B).

Scale-up production using the coupled mode with a
supply chain MNE (MNE C).

Scale-up sales using the coupled mode with a IT
hardware MNE (MNE D).

Project A —II
Project A — III

Project A -1V

Case B (ICT) Case B is a sensing technology company providing a
wearable platform using sensor based digital health
solutions, six years old and employing 20 (primarily
R&D) located both in Ireland and the US, serving

customers globally.

Project B -1 Sourcing technology using inbound licensing with an IT
software MNE (MNE E).

Scale-up technology and sales using the coupled mode
with a telecommunications MNE (MNE F).

Scale-up technology and sales using the coupled mode

with a telecommunications MNE (MNE G).

Project B - III

Project B -1V

Case C (MD) Case C is a technology-based MD company, four years
old, employing 20 (primarily R&D) in Ireland and
serving customers globally.

Project C -1 Licensing out technology using outbound licensing with

an MNE life sciences partner (MNE H).
Scale-up sales via product co-development with an MNE
life sciences partner (MNE I).

Project C - II

Case D (MD) Case D is an Irish diagnostic point of care company, six
years old and employing 20 people (primarily R&D).
The company provides a platform to enable routine
blood testing from general practitioner offices and other

test settings.

Project D — I Sourcing technology using inbound licensing with an
ICT MNE partner (MNE J).

Testing market using a coupled mode with an MNE
technology partner (MNE K).

Testing market using a coupled mode with an MNE

healthcare partner (MNE L).

Project D — II

Project D — III

3.2. Data collection

Data collection was an iterative process conducted during a one-year
period. In preparation for each interview, significant secondary research
was conducted on each YIC and founder/CEO. In phase one, semi-
structured interviews (8 in total) with the founders/CEOs were con-
ducted to understand and explore the strategic logic of innovation ac-
tivities, how innovation is managed and if, how and with whom OI is
leveraged. These interviews lasted 30-40 min each. Subsequently,
comprehensive, face-to-face and semi-structured interviews were
completed to explore in depth the previously revealed OI projects with
MNEs and the ground level activities at play. These interviews (13 in
total) lasted 60-90 min, they were audio-recorded and transcribed
verbatim. We adopted an egocentric YIC perspective (Wasserman and
Faust, 1994) in collecting primary data as this OI project is the channel
by which the YIC acquires vital resources and knowledge. Potential bias
was addressed through multiple sources and archival data.

Saturation was deemed to have been reached as inputs from the
participants began to overlap from the previous initial interviews
(Sandelowski, 2008). The interviews were complemented with
non-recorded notes about each interview e.g., office environment,
working space, whiteboards, participant demeanour and engagement
throughout the interview. Case study narratives and a timeline of key
events focusing on the OI project facts were shared with research par-
ticipants (Gersick, 1994; Yin, 2009) which mitigated against informant
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bias. This was followed by a series of telephone calls and emails which
facilitated the triangulation process coupled with the substantial sec-
ondary data gathered post interview on each OI project and MNE.

3.3. Data analysis

The primary unit of analysis is the OI project between the focal
organisation — the YIC and the MNE partner. Data analysis was an
iterative process across several stages (Eisenhardt and Graebner, 2007).
First, we developed an understanding of the two selected industries —
ICT and MD. Second, we developed a temporal narrative for each case,
using the archival and interview data, detailing each OI project —
mechanisms, partners, objectives, challenges and outcomes. This was
followed by the coding stage. All transcripts were reviewed in detail,
categories were assigned, and codes were extracted. Each line of tran-
script was examined and conceptual coding applied using in vivo coding®
(Van Maanen, 1979) followed by second cycle coding methods using
descriptive codes (Saldana, 2012) whereby data “lumps” were “split”
and more meaningful codes were applied (ibid). The archival data was
also examined and coded. Fig. 1 summarises the process we followed
and provides an overview of the data structure elements.

Within and cross case analysis concentrated on describing the key
events in the case history (Miles and Huberman, 1994; Eisenhardt,
1989). This was an iterative process — back and forth between the raw
data, the case study narrative and the subsequent interviews (Siggelkow,
2007). Finally, cross case analysis was conducted by engaging in com-
parison and contrasting of categories and dimensions using a series of
matrices and meta-matrices (Miles et al., 2014; Spiggle, 1994) where
patterns were extracted to enable deeper exploration of the research
question. Extensive data triangulation (Patton, 2002) took place which
involved collecting multiple sources of data but “for the purpose of
corroborating the same fact of phenomenon” (Yin, 2009: 116). Member
checks were used to confirm the validity of the case study narrative and
findings. These comments were reflected in the overall representation of
the case studies.

Each of the identified microfoundations were characterised as
enabling (i.e., a positive impact on the YIC OI project outcome) or limiting
(i.e., a negative impact on the YIC OI project outcome). For instance,
“previous relationship and developed trust between the YIC and the
MNE” was characterised as enabling but “unrealistic and misunderstood
expectations of the YIC” was characterised as limiting. Each micro-
foundation was also linked to the YIC, the MNE or Joint Action. Joint
action is when a microfoundation cannot be ‘assigned’ to the YIC or the
MNE. Finally, a microfoundation was deemed an antecedent — a struc-
tural element of the relationship, developed prior to the developed OI
interaction; or a behaviour — an agency aspect of the relationship, a
course of action chosen during the OI interaction.

3.4. Within and cross case analysis

To facilitate comparison of the underlying microfoundations, two
elements were identified for each OI project. First, partner capability in
terms of capability fit within each OI project. Second, OI outcome from
two perspectives — innovation and economic.

Resources were defined as the main contribution the partner brings
to the OI project. For instance, YIC resources could be the “product
development” while the MNE resources could be “commercial [re-
sources]” (further details provided in Table 2 and Table 7). The capa-
bility fit was defined using previous literature (Jacobides, 2006) and was
deemed high when the complementarity of knowledge (between the two
partners) is such that “a new, reintegrated set of solutions [come] about

6 In vivo coding is part of the first cycle coding methods (Saldana, 2012; Van
Maanen, 1979), the data is rooted in the participant’s own language by using
direct quotations.
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Representative Quotations First Order Codes

“My career was solely working with

start-up companiesfrom building to

Variousexks. " (founder/CE0 case D) \ Founder’s experience and
knowledge

“We had 10-15 years of relationships
with multi-nationals” (Co-founder/CO0 |——>
-caseA)

previous MNE relationships

—

“Itwasa very deliberate decisionto take
on something more innovative in terms
of productrange.” (Co-founder/CEO -
caseB)

Deliberate partner
strategy

“We don’tgive anyone accessto our IP,
that’s our crownjewels.” (Founder/CEOQ
-caseD)

Negotiation strategy

4o

direction for them in terms of licensingout| ——>| MNE Ol Experience
They were learning, building a template forl|

how to do this.” (Founder/CEO — case B)

“My sense was that this was a new [

“My career was solely working with
start-up companiesfrom building to

Gatekeeper Ability
various exits. “(Founder/CEQ - case D)

"This year isabouthowwe grow
commercially —questions such ashow
much doesit cost? Butmaybethat'stoo
expensivefor the market? We haveto
figure that out” (Founder/CEO —caseC)

Testing the market

manufactured at volume at a reasonable
price.” (Co-founder/COO —case A)

“[Partner] had the capability of taking our]|
product and scaling so that it could be 7
—> | Scaling (tech/prod/sales)
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Second Order Codes

AggregateThemes

ESME Antecedent MF

ESME Behavioural MF

Microfoundations MF

MNE Antecedent MF

MNE Behavioural MF

Open Innovation

Ol Objectives
Projects OI_INN_PR

OI_INN_PR_OBJ

Fig. 1. Data structure overview.

despite the resistance of entrenched incumbents” (ibid: 159), shaping
“firm-level and aggregate technological and strategic advances” (ibid:
160).

The outcome” of each OI project was analysed from two perspectives.
First, OI engagement that led to innovation outcomes (e.g., the devel-
opment of a product prototype, patent, capability development, new
technology, new collaborations, new network development but no
economic outcome yet). Second, OI engagement that led to positive
economic outcomes through the development of an innovation (e.g.,
increased sales/market share, new business model, new geography etc.).

4. Findings

We present our findings as follows. First, we describe each of the four
YIC cases and their respective OI projects with MNE partners. Second,
we explore the types of microfoundations identified and then reveal the
underlying microfoundations identified in each of these five categories —
both enabling and limiting.

4.1. Case studies

4.1.1. Case A

Case A is a cloud computing company, six years old,® employing 20
(primarily R&D) and serving customers globally from Ireland. The
founders have significant ICT industry and managerial experience
including working with MNEs.

OI project [A - I] was initiated with MNE A to license-in software.

7 The outcomes were ranked as strong, limited or none.
8 At the time of data collection.

The founders had prior working experience with MNE A executives
where mutual trust and respect existed. The founders, due to redun-
dancy pending, seized an opportunity to license-in new technology:
“They [MNE A] had no interest in an acquired technology but we saw it
as an opportunity. So, we licensed it and built our product based on the
technology” (co-founder/COO). Leveraging absorptive capacity, the
founders identified the opportunity which facilitated the development
and commercialisation of the technology (Presenza et al., 2017). This
strong Ol project outcome was due to the founder’s extensive industry
and commercial experience coupled with the effectual relationship with
MNE A executives which facilitated a deep understanding of how to
collaboratively work. This relationship continuity plus the dedicated
MNE gatekeeper contributed to a positive project outcome. Overall, the
YIC founders understood the norms, behaviours and practices, empha-
sising the importance of how to work with MNEs.

OI project [A - II] was subsequently initiated with MNE B primarily
to acquire revenue: “We licensed out IP to a potential competitor [MNE
B] ... We were introduced by [MNE A]. MNE B were interested in our
technology and we needed money. Cash is king at an early stage”. But
also, this project helped to test and size the market. The required reve-
nue was generated, however, challenges existed — lack of strategic
alignment (due to MNE B turmoil), and lack of an MNE project
gatekeeper.

Finally, two coupled co-development OI projects [A — III & IV] with
MNE C and MNE D were embarked upon to scale global production and
sales. Overall, these projects were deemed positive in terms of outcome,
but similarly challenges existed. For A — III, the lack of MNE OI expe-
rience coupled with the absence of an MNE gatekeeper were contribu-
tory factors adding time and complexity: "We experienced two
challenges: first, there was nobody on the other side for a long time and
second, OI was brand new to them". However, the YIC’s prior OI project



Table 2
Ol projects by case.

CASE A Capability

OI projects with strong outcomes

OI projects with limited or no outcomes

OI Project fit o . .
Limiting microfoundations

Enabling microfoundations

Limiting microfoundations

Enabling microfoundations

I. Sourcing technology (Inbound with MNE/IT Software — MNE A)

YIC resources: Opportunity High Previous relationship and developed YIC-a

analysis trust with the MNE.
MNE resources: Technology Familiarity with MNE routines and YIC-a
Ji g procedures
Strong Absorptive Capacity of the YIC ~ YIC-b
(20 R&D staff)
Continuity of relationship (stable MNE-
MNE gatekeeper) b
Clear and visible benefit for MNE MNE-
a

II. Testing market (Outbound with MNE/IT Hardware — MNE B)

YIC resources: Product High Turmoil in MNE in the middle of MNE- Referral from other MNE — YIC-
MNE resources: Market organisational restructuring b previous partner (MNE A) a
channels Lack of consistency in resources MNE-

b
MNE Gatekeeper kept changing MNE-

b
Low strategic commitment on OI MNE-
product (for MNE?) a

III. Scale-up production (Coupled with Supply Chain Provider - MNE C)

YIC resources: Product High Lack of MNE Gatekeeper MNE- Strategic priority for founder YIC-b
MNE resources: b
Manufacturing capability Lack of face-to-face meetings MNE- Learning venture for MNE to lead to MNE-

b more businesses a
Knowledge gap on ground MNE- Skilful and ‘patient’ relationships YIC-b
situation in manufacturing site a management by the YIC founder
Lack of OI experience by MNE MNE- OI resilience by the YIC YIC-b
a
Unrealistic & misunderstood YIC-b
expectations from YIC
1V. Scale-up sales (Coupled with MNE/IT Hardware - MNE D)
YIC resources: Product High Protection policy not revealing MNE-
MNE resources: Market customer’s preferences b
channels Distance from and lack of direct JA
feedback from customer
CASE B Capability OI projects with strong outcomes OI projects with limited or no outcomes
OI Project fit
) Limiting microfoundations Enabling microfoundations Limiting Enabling
microfoundations  microfoundations

1. Sourcing Technology (Inbound with MNE IT Software - MNE E)

(continued on next page)
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Table 2 (continued)

CASE B Capability OI projects with strong outcomes OI projects with limited or no outcomes
OI Project fit
) Limiting microfoundations Enabling microfoundations Limiting Enabling
microfoundations  microfoundations

YIC resources: High Size of MNE — many MNE resources (specialists) workingon =~ MNE- Previous relationship with Enterprise Ireland (EI) YIC-a
Opportunity analysis the project a EI used to facilitate partner matching process YIC-b
MNE resources: MNE-

Technology IP b

Conversion of technology into a product Other YIC founder had good personal chemistry with MNE gatekeeper ~ JA

—> successful match
Continuity of contact throughout project. MNE-
MNE gatekeeper translated requirements (legal, regulatory etc.) b
to SME
First time MNE embarked upon licensing out — pressure to MNE-
succeed a

1II. Scale-up technology and sales — cialisation (Coupled with MNE telecommunications firm — MNE F)

YIC resources: Product to High Change of direction from research customers to YIC-a Proactive engagement of the YIC in searching for the ‘right’ YIC-b
marketing/sales commercialisation with end users/customers posed a partners
MNE resources: Market challenge
channels YIC needed to resource in additional areas — software, YIC-a

marketing & sales

III. Scale-up technology and sales — c cialisation (Coupled with MD US company — MNE G)

YIC resources: Market High Setting overambitious plans: extending scope and reach JA YIC learnings from previous commercialisation provided the YIC-a
MNE resources: Market into new market segment in a new geography confidence to engage with a partner in a new market segment YIC-b
channels

CASE C Capability OI projects with strong outcomes OI projects with limited or no outcomes

OI Project fit

) Limiting microfoundations Enabling microfoundations Limiting microfoundations Enabling microfoundations

I. Licensing out technology (Outb d with MNE partner - MNE H)

YIC resources: Low Lacking face to face contact with JA Founder determination YIC-
Opportunity MNE gatekeeper and resources and resilience to succeed b
Analysis Lack of commercial experience — YIC-

MNE resources: founder was naive in dealings a
Commercial with MNE
Hazardous partner matching YIC-
process — cold calling — lack of b

knowledge

1I. Scale-up sales via product co-develop t (Outbound with MNE partner — MNE I)
YIC resources: High Unclear of market appetite and demand  YIC-b Learnings from previous project — more YIC-
Product e.g. how to price? commercially savvy than during previous project  a
Development From concept development to market MNE- Learnt to say no, maturity in negotiation and YIC-
MNE resources: testing: MNE reluctant to put resources b “selectively revealing” — what to reveal v’'s what b
R&D beyond this not to reveal
Doing homework in advance — meeting YIC-
preparation — understanding role of attending, b
objectives of meeting etc.
CASE D Capability fit  OI projects with strong outcomes OI projects with limited or no outcomes
OI Project oo . . . . .
Limiting Enabling microfoundations Limiting Enabling
microfoundations microfoundations  microfoundations

1. Sourcing Technology (Inbound with MNE ICT partner — MNE J)

High Deliberate targeted search to find suitable partner

YIC-b

(continued on next page)
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Table 2 (continued)

CASE D Capability fit  OI projects with strong outcomes OI projects with limited or no outcomes
OI Project
rojec Limiting Enabling microfoundations
microfoundations microfoundations  microfoundations
YIC resources: Opportunity Analysis Founder with experience of working with MNEs — understood the norms and behaviours YIC-a
MNE resources: Commercial -
II. Test market (Coupled with MNE technology partner —- MNE K)
YIC resources: Product development ~ High Leaders in industry targeted by founder YIC-b
MNE resources: R&D Face - to — face meetings secured JA
Founder was protective of IP and the team and slow to share with MNE until legal agreements in place ~ YIC-b
III. Test market (Coupled with MNE healthcare partner — MNE L)
YIC resources: Product development ~ High Proactive founder engagement with MNE gatekeeper YIC-b
MNE resources: R&D Careful and detailed management of project by the founder YIC-b
Strong technical team supporting the project (whilst working in the background) YIC-b

(YIC-a: YIC antecedent; YIC-b: YIC behaviour; MNE-a: MNE antecedent; MNE-b: MNE behaviour; JA: Joint Action).
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experience proved significant as they demonstrated resilience and
patience: "I guess what we wanted versus what they expected to give us
has taken time ... they now have a better understanding of what YICs
want as opposed to what large companies want". In A — IV, this project
facilitated entry to new geographies: “we are trying to get into US and
Europe, our OEM partner has that reach. .... we couldn’t afford direct
selling." However, OEM partnering challenges existed including
customer separation and customers’ needs being lost in translation " ...
sometimes you don’t get to see the end customer ... you have customers
by proxy."

4.1.2. Case B

Case B is a sensing technology company providing a wearable plat-
form using sensor based digital health solutions, six years old and
employing 20°(primarily R&D) located both in Ireland and the US and
serving customers globally.

Case B leveraged Enterprise Ireland (EI)'’ as an intermediary to
assist in partner selection to source an innovative product: “we wanted a
product with real technological superiority and to use that as our launch
pad” (CEO/co-founder). Subsequently, EI facilitated an introduction to
MNE E who were sitting on an IP estate and “made the strategic decision
to start turning this [IP estate] into a revenue centre rather than a cost
centre”. This licensing-in project was the first OI experience for both the
YIC and MNE and three key enablers contributed to the positive project
outcome. First, the YIC co-founder employed deliberate project man-
agement practices. Second, a strong relationship existed between the
MNE gatekeeper and the YIC co-founder: “They were straight talkers,
they are not what you would immediately think of your corporate VC
type guys. I thought he [gatekeeper] was very good to deal with. He
explained everything ... we didn’t have legal counsel”. Finally, the
strategic objectives for both parties were aligned: “They were good at
understanding how to work with a smaller company ... They wanted to
make it work”.

Case B’s two subsequent projects with MNE F & G [B — II and III]
focused on scaling and commercialising their technology in distinct
markets. Positive learnings and experience from B - I influenced how to
manage these two projects and emphasised the importance of partner fit.
Thus, the search commenced for the right partner(s) for subsequent OI
projects.

4.1.3. Case C

Case C is a technology-based MD company, four years old and
employing 20'" (primarily R&D) in Ireland and serving customers
globally. Founded by an academic scientist and using patented tech-
nology, the company develops microscopic capsules to protect in-
gredients, and delivers innovative solutions to global customers in the
sports, human and animal nutrition markets.

OI project [C —I] was initiated to license-out patented technology to
MNE H. The early years were spent developing technology, securing
patents and thus, a strong impetus to commercialise these assets for
revenue existed: “we have 10 global patents and we needed to
commercialise them. It was my first time writing a business plan and
being a scientist, this was not easy” (founder/CEO). The firm also lacked
market knowledge and project C — I provided an excellent opportunity to
test market readiness and to devise a pricing strategy: “we need to
compare ourselves and benchmark to what’s there already. This [proj-
ect] will help”.

The project outcome was limited as strategic objectives for both
parties were not aligned, fuelled by a difficult working relationship with
MNE H. Contributory factors included the founder’s naivety and lack of

9 At the time of data collection.

10 El is an Irish economic development agency focused on helping Irish-owned
businesses develop and scale their businesses www.enterprise-ireland.com.

1 At the time of data collection.
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commercial acumen combined with a geographical distance, which
further impacted on the OI project execution: “They were brutal, they
were really sharks. They paid for the first sample, but they didn’t want to
pay for anything after that. They didn’t want to pay for a license or
anything ... it was hard”.

Due to this adverse experience, future OI projects were influenced in
terms of who the organisation partnered with and how the founder
managed the relationship: “My learnings have improved and increased
rapidly, my whole approach to business has changed”. A subsequent OI
co-development project was initiated with MNE I to achieve further
customer acquisition and sales (C — II). The key learnings from project C
— I supported the process. First, selectively revealing — knowing what to
reveal versus what not to reveal: “I am now completely confident to say
no, I cannot tell you that. That is difficult being a scientist because you
are proud to talk about achievements ... [MNE H] were constantly
fishing for knowledge”. Second, the founder now plans meticulously for
all meetings/calls ensuring clarity: “I always prepare, [ didn’t before ... I
now research the company, I have a clear idea of who is going to be on
the call”.

4.1.4. Case D

Case D is an Irish diagnostic point of care company, six years old,
employing 20'?people (primarily in R&D) and serving customers glob-
ally. The company provides a platform to enable the decentralisation of
routine blood testing from central reference laboratories into general
practitioner offices, and other test settings.

OI project [D - I] was initiated to license-in software from MNE J.
The founder’s background in engineering coupled with ICT managerial
and industry experience was an asset; however, he lacked MD industry
knowledge and expertise. This MD industry deficit was used as a moti-
vator to deliberately source the right partner. The CEO deliberately
targeted MNE J as the first OI partner, due to their surplus technology
and the competitive advantage that this potentially could deliver: “we
licensed technology from [MNE partner] who had acquired X companies
... that gave us IP that many of our competitors didn’t have. So, we
licensed that portfolio for defensive and credibility reasons if you will”.

Two subsequent OI projects with MNEs K & L (D — I & II) were
initiated and outcomes were strong due to the founder’s deliberate and
strategic management. First, the founder deliberately targeted global
industry leaders, to partner with the best and those he deemed as a
suitable fit. Second, due to the founder’s extensive MNE experience, he
understood how to manoeuvre the internal MNE complexities. Finally,
the founder meticulously managed the project — protecting both the
firm’s IP and the wider team until the relationship developed and con-
tracts were in place, thus preventing knowledge leakage: “Commer-
cially, I manage the projects. Technically, once contracts are closed,
[R&D lead] would manage that aspect.” IP protection was a concern for
the founder and this influenced how relationships were managed: “We
would be very tight in terms of IP .... .Iwouldn’t give the partners access
to the team until the relationship is truly developed.”

4.2. Microfoundation types

We now explore the five types of microfoundations identified namely
as YIC antecedent, YIC behaviour, MNE antecedent, MNE behaviour and
Joint Action. Then we reveal the underlying microfoundations identified
in each of these five categories — both enabling and limiting.

4.2.1. YIC antecedent microfoundations

Four YIC antecedent microfoundations that were deemed influential
in the OI interactions with MNEs (further YIC details within Table 3 —
enabling and limiting): (1) YIC founder’s experience and knowledge (2)
Familiarity with MNE norms and routines (3) Previous relationships (4)

12 At the time of data collection.
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Table 3
YIC antecedents and behaviours: Enabling and limiting microfoundations.
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YIC antecedent

YIC behaviour

Limiting Enabling

Limiting Enabling

1. Founder’s experience and knowledge

Lack of commercial experience for the
YIC’s founder

Change of direction from research to
commercialisation with end users/
customers

Learnings from previous project — more
commercially savvy

Learning from previous commercialisation
provided confidence to engage with MNE

1. YIC founder attitude
Strategic priority for founder

Founder determination

2. Familiarity with MNE norms and routines
Familiarity with MNE routines &
procedures

Founder with experience of working with
MNEs — understood the norms &
behaviours

2. YIC absorptive capacity
Hazardous partner matching process —
cold calling — lack of knowledge for
partners

Absorptive Capacity of the YIC (20 R&D staff)

Strong technical team supporting the project
(whilst working in the background)

3. Previous relationships with MNEs
Previous relationship and developed trust
with MNE
Previous relationship with intermediary
providing assistance
Referral from other MNE - previous
partner

3. Deliberate partner strategy
Proactive engagement of the YIC in searching
for the ‘right’ partners
Deliberate targeted search to find suitable
partner
Leaders in industry targeted by founder

Intermediary to facilitate partner matching
process

4. Need for complementary assets

YIC needed additional resources —
software, marketing & sales

4. Negotiation strategy/skills

YIC founder was naive in dealings with
MNE

Founder was protective of IP and team thus
slow to share with MNE until legal
agreements in place

Learnt to say no, maturity in negotiation &
“selectively revealing” — what to reveal
versus not

5. Relationship management & resilience
Unrealistic and misunderstood
expectations from the YIC

Proactive founder engagement with MNE
gatekeeper

Skilful and patient relationship management
by the YIC founder

Founder resilience to succeed/OI YIC
resilience

6. Manage interaction
YIC is unclear of market appetite and
demand

Doing homework in advance — meeting
preparation — understanding roles, objectives
etc.

Careful and detailed management of project

Need for complementary assets.

YIC founder’s experience and knowledge. YICs are typically stronger at
the front-end of the innovation process — opportunity recognition, in-
vention of new products/services. However, they typically lack experi-
ence and/or skills to pursue commercialisation activities (Lee et al.,
2010) which can potentially create a strategic divergence between the
YIC and the MNE. We observed in C I, the founder’s lack of commercial
experience which limited the OI project outcome.

Familiarity with MNE norms and routines. This research has shown
insights into the significance for YICs of knowing what is/what is not
important for partnering MNEs and notably, for the MNE executives.
Our case studies provided evidence of how founder’s familiarity with the
MNE environment influenced the outcome of an OI project e.g. A —I and
D - I, the founders successfully manoeuvred into the right knowledge
base within the partnering MNE and thus, secured access to the required
technology.

Previous relationships. Referrals from an MNE to a partnering MNE
can be helpful in this respect since they play the role of selecting and
filtering the right partnerships for the YIC, e.g. A — II whereby the YIC
successfully tested the market with an MNE partner (due to partner
referral). Previous relationships with partnering MNEs are significant as

10

they incorporate a level of trust and credibility which supports the new
OI project (Bruneel et al., 2017). A similar experience in B — I, whereby
the YIC leveraged an established relationship with a national innovation
intermediary to identify the appropriate MNE to source new technology.
In effect, this organisation used the social capital (Fleming and
Waguespack, 2007; Rass et al., 2013) developed with the intermediary
to identify the chosen partner, i.e., highlighting partner compatibility in
terms of the necessary technology but also strategic vision and values.

Complementary assets. YICs need complementary assets as they typi-
cally lack all competencies and skills (Teece, 1986). For instance, an
MNE may have a suitable technology for the YIC but not the marketing
or sales capabilities in the relevant market niche e.g. B — II. Tensions
within the OI project are thus expected between the YIC and the MNE,
limiting the outcome and the benefits of the project.

4.2.2. YIC behaviour microfoundations

Six YIC behaviour microfoundations were deemed influential in
shaping the OI YIC interaction with MNEs: (1) YIC founder attitude (2)
YIC absorptive capacity (3) Deliberate partner strategy (4) Negotiation
strategy (5) Relationship management and resilience (6) Manage
interaction.
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YIC founder attitude. From the interview data, we observed this
microfoundation as influential on the OI interactions between the YIC
and the MNE. The founder’s determination to see the project through,
despite any emerged difficulties and challenges, is a key factor. This is
exemplified in project A — III where despite the presence of several
limiting microfoundations, the founders executed an OI project deliv-
ering strong outcomes in scaling-up production.

YIC absorptive capacity. Our evidence highlights the YICs’ capacity to
identify, transfer and translate the required know how from the MNE,
thus, contributing to a positive OI outcome. This microfoundation
played an instrumental role in the OI interaction. Those YICs who
demonstrated strong R&D capabilities were proficient in managing the
MNE interactions, whether the mission was to source technology (A —I)
or to test the market (D — III).

YIC deliberate partnering strategy. This strategy manifested in the
deliberate targeting of industry leaders as partners (e.g. D — II & III).
These cases highlight the founder’s grand ambitions and purposeful
strategy in partner selection. We also saw evidence of the effective use of
an intermediary to facilitate the partner matching process (B — I)
whereas in contrast a hazardous partner matching process was associ-
ated with limiting OI outcomes (C - I).

Founder negotiation strategy. Our evidence illustrated how an YIC

Table 4
MNE antecedents and behaviours: Enabling and limiting microfoundations.

MNE antecedent MNE behaviour

Limiting Enabling Limiting Enabling

1. MNE strategic priority
Low strategic Clear and
commitment visible benefit
on OI product  for MNE from
the OI project

1. Continuity of contact
Lack of MNE
Gatekeeper

Continuity of
relationship (stable
MNE gatekeeper)

Learning MNE Gatekeeper kept Continuity of
venture for changing contact throughout
MNE to lead to project
more
businesses

Turmoil in MNE due to

organisational

restructuring

2. MNE OI experience 2. Consistency of MNE resources

Lack of
experience in
OI venture by
MNE

Pressure to
succeed: First
time licensing
out

Lack of consistency in
resources

From concept
development to
market testing: MNE
reluctant to put
resources beyond this
stage

3. Gatekeeper ability

MNE gatekeeper
translated (legal,
regulatory)
requirements to
YIC

4. Organisational integration capability

Customers’
preferences not shared
due to MNE protection
policy

Too many MNE
specialists working on
OI project

Knowledge gap on
ground situation in
manufacturing
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founder approached the MNE negotiations with a naive (or romantic)
attitude, which had a limiting consequence (C - I). However, a positive
impact was observed when the founder meticulously planned the
negotiation, utilising a selective revealing strategy (Henkel, 2006) (C - II)
or the timely sharing of information with the MNE (D - II). This paradox of
disclosure (Arrow, 1962) or paradox of openness (Laursen and Salter,
2014) is a challenge for several YICs embarking on OI projects with
MNEs especially for inexperienced founders.

Relationship management and resilience. Once a partnership has been
secured, the OI interaction benefits those YIC founders who effectively
manage the relationship, demonstrating a degree of patience and
endurance. Other contributory factors enabling OI processes include a
proactive engagement with the MNE gatekeeper, and a resilience and
determination to succeed. This was demonstrated in C — I and D - III,
highlighting the skilful, patient and resilient relationship management
from both YIC founders.

Manage interaction. The YIC ability to meticulously plan how to work
with MNE partners, namely clarify the objectives, roles, responsibilities
and how to manage the day to day demands of the OI project (D —III) is
significant on the OI process. On the other hand, an YIC with unclear
ideas about the market ‘appetite’ and demand has been found to have a
limiting role (C - II).

4.2.3. MNE antecedent microfoundations

Two MNE antecedent microfoundations were identified (further
MNE details within Table 4 — enabling and limiting): (1) MNE strategic
priority (2) MNE OI experience.

MNE strategic priority. MNEs are complex organisational environ-
ments usually pursuing a portfolio of innovation projects with several
partners. Each innovation project gets a different priority as some are of
higher strategic importance and/or of greater interest to the manage-
ment team. Such important projects can have an enabling impact on the
OI process (A - I). However, if OI projects are of low strategic interest to
MNEs, this can limit the impact on the OI process (A —II). OI projects can
be strategically important, both for its economic output but also its
future learning potential for similar OI projects (A — III).

MNE OI experience. Previous Ol experience can also play a role in
enabling or limiting the interaction with a partnering YIC. Our evidence
has revealed how poor planning can contribute to the overall outcome i.
e., when an MNE has made the decision to engage in OI but the relevant
procedures have not yet been developed (A - III) which is in contrast
with an MNE that has developed procedures (B - I), understands how to
work with YICs and is thus, better placed to successfully execute.

4.2.4. MNE behaviour microfoundations
Four MNE behaviour microfoundations that can affect the OI

Table 5
Joint Action (both YIC and MNE): Enabling and limiting microfoundations.

Joint Action

Limiting Enabling

1. Face-to-face contact
Lacking face to face contact between YIC
and MNE gatekeeper and other resources

Face - to — face meetings secured
between MNE Gatekeeper & YIC
founder

2. Personalities Compatibility
YIC founder had good personal
chemistry with MNE gatekeeper

3. Strategic planning quality

Setting overambitious plans: extending
scope and reach into new market segment
in a new geography

Distance from and lack of direct feedback
from customer
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interaction with YIC (1) Continuity of contact (2) Consistency of MNE
resources (3) Gatekeeper ability (4) Organisational integration
capability.

Continuity of contact. Our evidence points to the importance of con-
tinuity of contact between the YIC management team and the MNE
allocated project resources. The MNE gatekeeper is a stabilising influ-
ence and an enabling OI factor as demonstrated by the evidence (A-1&
B - 1) as opposed to often changing MNE gatekeepers, e.g. A —II due to
wider MNE organisational restructuring. The lack of gatekeeper and
overall project ownership (A — III) can also cause strain in the OI rela-
tionship between YICs and MNEs.

Consistency of MNE resources. If the MNE fails to provide adequate
consistent resources throughout the course of the innovation process,
the outcome of the OI project can be negatively impacted. Our evidence
revealed e.g. C — II whereby the MNE failed to provide adequate re-
sources during the scaling-up process (after licencing the technology)
with negative impact on the innovation outcome.

Gatekeeper ability. The ability to perform the complex gatekeeper role
impacts the OI interaction between the MNE and the YIC. A consistent
MNE gatekeeper can play a positive role in deepening the relationship
by guiding the YIC to the appropriate MNE resources, assisting with
connections, translating the legal and regulatory requirements and in
general championing the YIC innovation project within the MNE. If the
gatekeeper’s ability is limited in these areas, our research suggests the
quality of the Ol interaction between YIC and the MNE is limited (B - I).
These findings are in line with the ideas expressed by Narsalay et al.
(2016) who also stressed the importance of hands-on and active senior
leaders in OI projects.

Organisational integration capability. This study highlighted cases
whereby the MNE refused to share the (relevant) customers’ preferences
with the YIC because of a stringent regulatory framework (A — IV) and
the MNE’s inability to bring the relevant specialists together for an OI
YIC project (B - I). Equally if the MNE lacks the detailed knowledge of
external subcontractors, a limiting impact can be felt in an OI project (A
— III). Obviously, the YIC is powerless in addressing such shortcomings,
especially if gatekeeper (A - III) or access to the final customers (A —IV)
are the issues.

4.2.5. Joint action microfoundations

Three ‘clusters’ of joint action microfoundations were identified
(further details within Table 5): (1) Face-to-face contacts (2) Personal-
ities compatibility (3) Strategic planning quality.

Face-to-face contact. Ol is a difficult endeavour and our research
highlights the importance of face-to-face contact to build and deepen
relationships, to avoid or smooth tensions. Our evidence points to face-
to-face communications — at least from the YIC point of view, as enabling
(C-1) whilst their absence was found to be limiting the OI interaction (A
- II).

Personalities compatibility. This can be an intervening factor affecting
the quality of the face-to-face meetings. These face-to-face meetings
involve more often the YIC founder and the MNE gatekeeper. When
these two people hold similar values, normative orientations and/or
compatible perspectives, driven by the OI project mission, the face-to-
face meetings deliver much more for the OI relationship between the
two sides (B - I).

Strategic planning quality. Our research has identified cases whereby
inadequate strategic plans affected the OI interactions and results. For
instance, strategic plans that did not include direct access by the YIC to
the final customers (A — IV) failed to produce the required scaling-up
results. Furthermore, over ambitious plans agreed between the two
parties (B — III) played a limiting role to the OI interaction.

5. Discussion and concluding comments

This paper clarifies how microfoundations influence OI projects be-
tween YICs and MNEs. Utilising a microfoundations lens, we analyse
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twelve YIC OI projects between four Irish YICs and partner MNEs. We
identify five microfoundation types — YIC antecedent, YIC behaviour,
MNE antecedent, MNE behaviour and joint action — which are found to
influence the outcome of an OI project between an YIC and an MNE.
These microfoundation types are deemed as either enabling (positive
impact on the YIC OI project outcome) or limiting (negative impact on
the YIC OI project outcome). We know that SMEs (Lee et al., 2010) and
YICs (Greul et al., 2016) are adopting OI. Despite this progress in Ol SME
research, we know little about the nuances and complexity of how OI is
managed. The captured evidence asserts that is the lower-level activities
i.e., antecedents (e.g., previous experience and relationships) and be-
haviours (e.g., deliberate partner searching, relationship management
and resilience) that ultimately influence and shape the OI project and
thus the innovation outcome. This is not to deny the role of other factors
in the OI project success (such as the economic case and the capabilities
fit) but to complement these factors with microfoundations that can
enhance or damage the outcome. In other words, our research illustrates
that the deliberate management of microfoundations is a necessary
constructive element in an OI project between an YIC and an MNE.

5.1. Theoretical implications

Our research elucidates how the aggregation (Barney and Felin, 2013)
of this wide range of microfoundations — both antecedents and behav-
iours, shapes the OI project outcome. As outlined by Barney and Felin
(2013: 145) “organisational analysis should be fundamentally con-
cerned with how individual level factors aggregate to the collective
level”. Our evidence reveals how the relative impact of enabling
microfoundations outweigh the impact of the limiting microfoundations
(e.g. projects A — I and B - I), the OI project between the YIC and the
MNE turns out to deliver strong outcomes. On the other hand, when the
limiting microfoundations outweigh the enabling microfoundations, the
OI interaction between the YIC and the MNE delivers limited (or no)
outcomes (e.g. project A — II). The impact of the enabling or limiting
microfoundations is not just a matter of numbers; it is also about the
relative significance of each group of microfoundations and the inno-
vation process stage. Also, this aggregated footprint of microfoundations
of OI between an YIC and an MNE plays a double-edged role. When
managed poorly, they moderate OI project activities, producing inade-
quate outcomes even in cases of good capability fit between the two
partners (e.g. projects A-IV and C-I). In fact, microfoundations were
found to make an impact at all stages of the innovation process (sourcing
technology; testing market; scaling-up) (see Table 6 on OI objectives) in
all modes of OI (inbound, outbound, coupled) (see Table 7 for projects
overview). The amalgamation of the innovation projects carried out by
the YIC and the underlying microfoundations impact on the innovation
and economic outcome of the organisation. Cases B and D (strong eco-
nomic and innovation outcomes) were successful in managing the
microfoundations of all OI projects as opposed to Cases A and C (with
moderate outcomes) whereby the microfoundations management was
mixed (Table 7).

Many YICs, especially those embarking on OI for the first time, are
swayed between two extreme perceptions. On the one hand, there is a
romantic OI notion, whereby YICs foresee OI as a win-win situation with
the MNE, exhibiting illusionary beliefs primarily due to a positive bias
towards OI adoption (Salter et al., 2014). On the other hand, many YICs
experience the dark side of OI (Stanko et al., 2017; Bogers et al., 2017)
with potential little regard for the many challenges OI projects present.
Previous literature has described challenges including finding the right
channels to access MNEs, the asymmetry of power and resources, the
risks of time-consuming characteristics of MNE collaborations and
headquarters overriding collaborating team decisions within the MNE
(Prashantham and Birkinshaw, 2008; Minshall et al., 2010; Oakey,
2013; Freel and Robson, 2017). Furthermore the risk of aggressive
takeover by the MNE as well as the potential failure of an OI project
which can have a far greater impact on the SME than the MNE
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Table 6
Microfoundations according to OI objective.
Ol YIC-antecedent YIC-behaviour MNE- antecedent MNE-behaviour Joint Action Ol
Project  Limiting Enabling Limiting Enabling Limiting Enabling Limiting Enabling Limiting Enabling Outcome
1. Sourcing technology
A-1 Familiarity with YIC Absorptive MNE strategic Continuity of Strong
MNE norms & Capacity priority contact
routines
Previous
relationships
B-1 Previous Deliberate partner MNE OI Organisational Continuity of Personalities Strong
relationships strategy experience integration contact compatibility
capability Ability of
Gatekeeper
C-1 Founder’s experience Deliberate partner Relationship Face-to- Minimal/no
& knowledge strategy management & face contact  outcome
Negotiation strategy  resilience
D-I Familiarity with Deliberate partner Strong
MNE norms & strategy
routines
2. Testing market
A-lI Previous MNE strategic MNE strategic Minimal/no
relationships priority priority outcome
Continuity of contact
Consistency of
resources
D-II Deliberate partner Strong
strategy
Negotiation strategy
D-III YIC Absorptive Strong
Capacity
Relationship
management &
resilience
Manage interaction
3. Scale-up (technology, production, sales)
A-lII Relationship YIC founder attitude =~ MNE MNE strategic ~ Continuity of contact Face-to-face Strong
management & Relationship experience in priority Organisational contacts
resilience management & 01 integration
resilience capability
A-IV Organisational Strategic Minimal/no
integration planning quality outcome
capability
B-II Founder’s experience Deliberate partner Strong
and knowledge strategy
Need for
complementary assets
B-1II Founder’s Strategic Strong
experience and planning quality
knowledge
C-II Founder’s Manage interaction Negotiation strategy Consistency of Strong
experience & Manage interaction resources
knowledge
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Table 7
Overview of the OI Projects: the impact of microfoundations.
OI project OI mode OI partner YIC resources MNE resources  Capability Limiting Enabling Overall role of OI Outcome
fit microfoundations microfoundations microfoundations
A-I Sourcing technology Inbound MNE/IT Software (MNE Opportunity Technology IP High YIC antecedent (2%) Enabling Strong
A) analysis YIC behaviour (1)
MNE antecedent (1)
MNE behaviour (1)
A-IL Testing market Outbound ~ MNE/IT Hardware (MNE  Product Market High MNE antecedent (1) YIC antecedent (1) Limiting Minimal/no
B) channels MNE behaviour (3) outcome
A-IIL Scale-up production  Coupled Supply Chain Provider Product Manufacturing High YIC behaviour (1) YIC antecedent (1) Enabling Strong
(MNE C) MNE antecedent (2) YIC behaviour (2)
MNE behaviour (2) MNE antecedent (1)
A-IV. Scale-up sales Coupled MNE/IT Hardware (MNE  Product Market High MNE behaviour (1) Limiting Minimal/no
D) channels Joint Action (1) outcome
B-I. Sourcing Technology Inbound MNE IT Software (MNE Opportunity Technology IP High MNE antecedent (1) YIC behaviour (1) Enabling Strong
E) analysis MNE behaviour (1) MNE antecedent (1)
Other (1) MNE behaviour (1)
Joint Action (1)
B-II. Scale-up technology/  Coupled MNE Telecoms (MNE F) Product Market High YIC antecedent (2) YIC behaviour (1) Enabling Strong
sales channels
B-III. Scale-up Coupled MD US Company (MNE Market Market High Joint Action (1) YIC antecedent (1) Enabling Strong
technology/sales G) opportunity channels YIC behaviour (1)
C-I. Licensing out Outbound  MNE Nutrition (MNE H) Opportunity Commercial Low YIC antecedent (1) YIC behaviour (1) Limiting Minimal/no
technology analysis YIC behaviour (1) outcome
Joint Action (1)
C-II. Co-develop product Outbound  MNE Nutrition (MNE I) Product R&D High YIC behaviour (1) YIC antecedent (1) Enabling Strong
to scale-up development MNE behaviours (1) YIC behaviour (2)
D-I. Sourcing Technology Inbound MNE ICT partner (MNE Opportunity Commercial High YIC antecedent (1) Enabling Strong
J) analysis YIC behaviour (1)
D-II. Testing market Coupled MNE Technology partner ~ Product R&D High YIC behaviour (2) Enabling Strong
(MNE K) development Joint Action (1)
D-IIIL Testing market Coupled MNE Healthcare partner Product R&D High YIC behaviour (3) Enabling Strong
(MNE L) development

# Number of microfoundations of this type identified in this project.
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(Hagedoorn, 1990). Hence, YICs sometimes believing that when they
commence an OI project with an MNE, they are invited to dance with a
gorilla (Prashantham and Birkinshaw, 2008).

These perceptions can blur the vision of OI, concealing what is
required for the OI project to succeed. Challenges should not be
underestimated or exacerbated but importantly, identified to develop
the right responses. More critically, perceptions hide away the wider
learning process (how to access, connect and interact with an MNE) that
needs to take place within an YIC to deliver successful OI projects
(Anand and Khanna, 2000). Our research provided evidence of YICs
evolving through various OI projects, together with the founder’s
experience and learning (Brady and Davies, 2004). Due to the infancy of
the YIC, the experience of working with partners across different pro-
jects leaves shadows (Axelrod, 1984). One-project experience influences
the next project experience and at potentially different innovation
stages. The YIC makes assumptions about how the project and the
relationship should work. For example, if an YIC has a positive OI
experience — this will influence how they approach the next OI project
with subsequent partners based on learnings and value created. Equally
a more limiting experience of an OI project can provide the means for
reflection and adaptability, leading to possible OI successes in the future
(Shepherd et al., 2014). This is the significance of microfoundations —
they provide a guiding rail for YICs to reflect, learn and create value. As
articulated by Eisenhardt et al. (2010: 1265) “Structure guides behav-
iours and.... improves the reliability of actions”. The more YICs practice
OI and experience these underlying microfoundations, the more suc-
cessful they can become, provided they reflect and learn from the
experience.

5.2. Practical implications

The findings of this research have practical implications for YIC
founders. YICs are different from SMEs, they are at an embryonic stage
of development and as such their newness and smallness is a liability
(Aldrich and Yang, 2012). Table 6 presents these differences within the
three innovation stages — sourcing, testing and scaling, across all four
cases and twelve OI projects. This research study highlights the need for
reflective practitioners (Schon, 1984) within YICs. There is a need for a
holistic and systematic assessment of the microfoundations across each
innovation phase before embarking on an OI project. Founders should
also be keen to leverage their entrepreneurial traits and behaviours
validated in initiating new ventures when embarking on an OI project
(Low and Macmillan, 1988). These traits and behaviours are desirable in
attracting partners and in closing OI deals but as important in managing
the day-to-day challenges of executing OI projects.

For policy makers, there is an opportunity to encourage and incen-
tivise state agencies and publicly funded research centres (Roper and
Hewitt-Dundas, 2013) to act as honest brokers between YICs and MNEs
and focus on the unique resource needs and capabilities of YICs. There is
also an opportunity to provide training and development initiatives to
state agencies to act as network leaders (McAdam et al., 2014) in fulfilling
this intermediary role (Padilla-Meléndez et al., 2013). Policy makers
also play an important role in providing programmes and financial
measures to help YICs protect their innovations and intellectual property
(Colombelli et al., 2020) but also to aid growth and development
(Alperovych et al., 2020).

The findings of this research are constrained by the study limitations.
Our research is a snapshot of an evolving context and thus more
exploratory and longitudinal research would be advantageous as many
other microfoundations may exist. Thus, further research to extend our
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study to include other industries (high and low tech) and geographies, a
wider study encompassing cases from similar open European countries
(i.e., The Netherlands, Finland, Denmark, Norway) would be beneficial
considering the global nature of the YICs. Also, we explored the OI
projects from the egocentric perspective of the YIC founder/CEO, a
wider study encompassing the MNE perspective would also be beneficial
to understand if/how these perceptions match between both parties.
Finally, given this early stage is a temporary status, a study exploring the
growth of YICs would be beneficial and if/how OI has aided such growth
(Alperovych et al., 2020).
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