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Extant research investigates a firm’s ability to manage co-creation with one type of stakeholder during the
innovation process, rather than co-creation with multiple stakeholders simultaneously. While such stakeholder
co-creation creates benefits for the focal firm such as access to unique resources and knowledge bases, it also
raises new challenges because of the diverse characteristics, interests and goals of the different stakeholders
involved. Specific capabilities to anticipate and manage these challenges are therefore of particular interest for
research and practice. The study here narrows this gap by conducting an in-depth case study, examiningmultiple
stakeholder co-creation projects embedded within a pharmaceutical firm. The study develops a contingency
framework on the role of four stakeholder co-creation capabilities in generating valuable knowledge. Overall,
these findings complement extant literature by examining how specific capabilities employed before and during
the innovation project may explain differential performance of stakeholder co-creation activities.

© 2015 Elsevier Inc. All rights reserved.
1. Introduction

The ability of firms to create knowledge during the innovation
process has been identified as a key source of competitive advantage
(Bierly, Damanpour, & Santoro, 2009; Grant, 1996). In recent years,
firms have realized that such knowledge creation cannot happen solely
within the firm. To expand their knowledge base, firms increasingly co-
create knowledge with external stakeholders during the innovation
process (Hoyer, Chandy, Dorotic, Krafft, & Singh, 2010; Mahr, Lievens,
& Blazevic, 2014). For example, leading car brands such as BMWengage
thousands of consumers across the world to co-create innovative fea-
tures in new cars (Poetz & Schreier, 2012). Various streamsofmarketing
and management literature have detailed this process by which firms
integrate one type of external stakeholder in their innovation process
(Horn & Brem, 2013). In particular, an emergent stream of research fo-
cuses on the use of latest technologies to harness contributions from
empowered consumers. Through collaborative and competitivemecha-
nisms, individuals create ideas for new product designs, develop addi-
tional functionalities, or solve R&D problems (Horn & Brem, 2013;
Hoyer et al., 2010). Similarly, a growing stream of research investigates
collaborations during the innovation process between two or more
organizations (Gnyawali & Park, 2011; Möller & Törrönen, 2003; Song
& Thieme, 2009).
adi).
Remarkably though, despite the proliferation of research related to
co-creation, few studies consider firms that simultaneously include a di-
verse set of stakeholders in their innovation projects. Yet, in practice,
firms increasingly engage in stakeholder co-creation projects, in which
one firm includes a multitude of stakeholders during the innovation
process. We define stakeholder co-creation as collaborative activities
duringwhichmultiple interdependent external stakeholders contribute
to a firm's innovation process (Gebauer, Füller, & Pezzei, 2013; Hoyer
et al., 2010; Mahr et al., 2014). For example, the logistics provider DHL
invites academics, politicians, public authorities, and citizens to help it
develop city logistics concepts that can reduce the challenge of decreas-
ing urban traffic and embrace a greener economy (Cuccureddu, 2011).
Such expanded collaboration creates opportunities for unique knowl-
edge creation, as certain types of stakeholders have access to resources
that are not readily available through market transactions, such as
detailed insight into utility functions of consumers (Gulati, 1999;
Harrison, Bosse, & Phillips, 2010). Yet, concurrently, these socially com-
plex interactions create new challenges for firms. Indeed, bringing a di-
verse group of stakeholders together leads to potential divergent goals
and interests, communication difficulties, distrust among stakeholders,
or conflict over value appropriation (Waligo, Clarke, & Hawkins,
2014). Previous research, focusing on the management of co-creation
during the innovation process, has not fully considered these chal-
lenges. As a result, previously identified capabilities are tailored towards
co-creation with one type of stakeholder.

Organizational capabilities allow firms to manage their resources in
such a way, that they create a competitive advantage. Indeed, from a

http://crossmark.crossref.org/dialog/?doi=10.1016/j.jbusres.2015.05.009&domain=pdf
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resource-based view (RBV) perspective, these external stakeholders are
resources which may create valuable knowledge for the firm (Driessen
& Hillebrand, 2013; Waligo et al., 2014). Therefore, an understanding
of the capabilities required by a lead firm to manage stakeholder co-
creation projects is important for research and practice (Garnier,
2008; Harrison et al., 2010). Such capabilities allow firms to reap the
benefits from stakeholder co-creation better than other firms (Cepeda
& Vera, 2007; Menguc, Auh, & Yannopoulos, 2014). Consequently,
stakeholder co-creation capabilities may drive a firm's competitive
advantage.

Thus, the purpose of this study is to improve our understanding of
howknowledge is co-createdwithmultiple stakeholders simultaneous-
ly, andwhich capabilities a leadfirm requires tomanage this knowledge
co-creation process. In addressing these issues, we take a theoretical
posture nested in the resource-based view of the firm and the concept
of absorptive capacity. From a RBV perspective, external stakeholders
are unique knowledge resources that can create value for the lead
firm (Garcia-Castro & Aguilera, 2015). A firm's absorptive capacity is
its ability to recognize the value of new, external information, assimilate
it, and apply it to commercial ends (Cohen & Levinthal, 1990). Both per-
spectives underscore the need for capabilities to manage resources in
such a way that they create valuable knowledge for the firm's current
and future operations. Yet, both perspectives have their shortcomings
to fully explain the capabilities required for successful stakeholder co-
creation. By linking both perspectives to stakeholder co-creation, we
offer several key contributions addressing these shortcomings.

First, an important criticism on the RBV is that a firm's resources are
not a sufficient explanation of competitive advantage (Menguc et al.,
2014). Consequently, we follow other scholars in the rationale that
these resources need to be matched with organizational capabilities to
deploy them in such a way that they create value for the firm (Day,
1994; Grant, 1996; Menguc et al., 2014). Consequently, a first contribu-
tion of this study is to identify the capabilities required tomanage stake-
holders as unique knowledge resources. We do this by linking the
emerging literature on co-creation with the resource-based view and
literature on organizational capabilities. In doing so,we answer research
calls for more insight in the capabilities required to successfully manage
co-creation activities (Lindgreen, Hingley, Grant, & Morgan, 2012).

Second, a common critique of organizational capabilities literature is
that identified capabilities remain vague, abstract, or static, without of-
fering an in-depth understanding of these capabilities (Kraaijenbrink,
Spender, & Groen, 2010). Without clarification of the routines and indi-
vidual skills that are the building blocks of each capability,we are limited
to an abstract representation. The current study first identifies specific
capabilities that strengthen co-creation activities before and during the
innovation project. Then, it explicates a set of microfoundations of
each of the identified capabilities, thereby recognizing the multilayered
nature of capabilities. In this sense it opens a “black box” and breaks
down theoretical entities in component elements (Salvato & Rerup,
2011), which enables increased insight in performance heterogeneity,
even when firms possess seemingly similar capabilities.

Third, a firm's absorptive capacity is its ability to recognize the value
of new, external information, assimilate it, and apply it to commercial
ends (Cohen & Levinthal, 1990). This concept receives wide recognition
(Volberda, Foss, & Lyles, 2010). However, it also receives criticism in the
sense that past studies apply absorptive capacity as a one-dimensional
high-level construct (Bierly et al., 2009). Following Lane, Koka, and
Pathak (2006), the current study contributes to the absorptive capacity
literature by explicitly addressing the capabilities that relate to the
context of knowledge co-creation with multiple stakeholders. In doing
so, the study examines a specific subset of underlying capabilities of
absorptive capacity, rather than seeing absorptive capacity as a single
high-level construct.

To gain these insights, the study here employs an exploratory,
embedded case study method. With this method, we can understand
and identify new constructs that are part of the complex, multilevel
phenomenon (Dubois & Gadde, 2014; MacInnis, 2011; Salvato &
Rerup, 2011). We purposefully selected a global health care and phar-
maceutical company as our research setting. This industry is experienc-
ing a radical transition, is subject to constant pressures for innovation,
and features a wide range of stakeholders in which each are becoming
more active and empowered (Pullen, de Weerd-Nederhof, Groen, &
Fisscher, 2012). Within this context, we examine two embedded
cases, which differ in their levels of stakeholder diversity as well as
their original purpose, making them a rich setting to explore the com-
plex phenomenon of stakeholder co-creation (Dubois & Gadde, 2014).

The theoretical framing motivates structuring the article as follows.
Section 2 is a literature review on co-creation during the innovation
process and the link with organizational capabilities and absorptive ca-
pacity. Section 3 explains the study's applied case study method.
Section 4 presents findings on how knowledge is co-created with mul-
tiple stakeholders and how four specific organizational capabilities
strengthen this knowledge creation. These capabilities are stakeholder
networking capability, stakeholder competence mapping, stakeholder
relational capability and stakeholder knowledge management capabili-
ty. The article concludeswith formulating themajor implications for the
literature on stakeholder co-creation and the limits and potential for
further extension of this work.
2. Theoretical background

2.1. Stakeholder co-creation of value during the innovation process

Today's competitive environments require firms to increasingly
focus on the creation of valuable knowledge to remain competitive
(Hsiao, Tsai, & Lee, 2012). A single firm only has a limited set of re-
sources in its possession to create such knowledge. Therefore, it may
benefit from collaborating with other actors to create unique knowl-
edge during the innovation process. Subsequently, firms have opened
their innovation processes to involve external actors.

The types of actors involved define the type of knowledge created
(Ritter &Gemünden, 2003).Whilemost of the actors that have been ex-
plored thus far are primary stakeholders, such as customers (Coviello &
Joseph, 2012), competitors (Amaldoss & Rapoport, 2005) or suppliers
(Song & Thieme, 2009), research and practice have shown a shift to-
wards collaborating with multiple stakeholder simultaneously during
the innovation process. This paradigm shift is driven by two important
trends. First, firms increasingly require complex knowledge during
their innovation process. Such complex knowledge requires the input
of multiple (external) parties (Day, 2011; Hsiao et al., 2012). Second,
stakeholders are becoming increasingly empowered, interconnected
and willing to share their knowledge and ideas with firms (Fuchs,
Prandelli, Schreier, & Dahl, 2013; Gebauer et al., 2013). Such active
participation has not always been the focus of stakeholder theory.

Stakeholder theory refers to the management of a firm's relation-
ships with a wide range of stakeholders (Freeman, 1994). Stakeholder
theorists acknowledge that organizations need to inform themselves
about stakeholder issues (Donaldson & Preston, 1995; Driessen, Kok, &
Hillebrand, 2013). Yet, it was not until the recent years that research
has focused on how to manage the various tensions that arise by inte-
grating stakeholder issues in decision making processes (Driessen
et al., 2013). In a subsequent step, rather than only acknowledging
stakeholder needs, firms increasingly involve multiple stakeholders in
their decision making process (Waligo et al., 2014). Pretty (1995) iden-
tifies two schools of thought regarding participation of stakeholders:
(1) using stakeholder integration to drive adoption or (2) seeing stake-
holder integration as a fundamental right of those stakeholders. Howev-
er, in recent years, firms have realized that stakeholder integration may
benefit the firm in a more active way where empowered stakeholders
are potential sources of unique knowledge during the innovation
process.
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Innovation network theory may also shed light on how firms may
integrate multiple stakeholders during the innovation process. In
many industries, the locus of innovation is not the individual firm but
rather its network (Dyer & Singh, 1998; Powell, Koput, & Smith-Doerr,
1996; Ritter & Gemünden, 2003). Innovation networks combine dis-
persed resources, knowledge, and capabilities (Perks & Moxey, 2011;
Ritter & Gemünden, 2003), which often are not readily available
throughmarket transactions (Gulati, 1999). This combination is becom-
ing increasingly important because of the increased complexity of new
products and services (Pullen et al., 2012). Previous work has shown
that in such networks, a lead firm plays a key role in orchestrating its
network (Dhanasai & Parkhe, 2006) but demands a specific set of capa-
bilities. Recentmarketing andmanagement literature thus investigate a
leadfirm's ability to structure andmanage its network to enhance its in-
novativeness and overall results (Capaldo, 2007; Dhanasai & Parkhe,
2006; Perks & Moxey, 2011).

In traditional innovation networks, multiple actors all represented
similar types of stakeholders, but nowadays, sources of innovation are
varied (Perks & Jeffery, 2006). They include customers, suppliers,
government, competitors, NGOs and many other special interest
groups—all active nodes in innovation networks that provide comple-
mentary knowledge and experience for value co-creation (Driessen &
Hillebrand, 2013; Ramaswamy & Gouillart, 2010). These different
types of actors can enter into trust-based relationships with the lead
firm, and maintaining these relationships in turn can drive increased
market insights and revenues (Ramaswamy & Gouillart, 2010). During
the development of products and services different types of stake-
holders represent active, empowered actors in the lead firm's innova-
tion network. These diverse stakeholder types have different goals,
needs and communication styles. Therefore, firms need to reinvestigate
the specific capabilities that a firm needs to manage its innovation
networks, when those networks no longer consist of other firms.
2.2. The resource-based view of the firm and organizational capabilities

The resource-based view regards firms as heterogeneous bundles of
resources (Amit & Schoemaker, 1993). Resources that are valuable, rare,
inimitable, and non-substitutable enable firms to gain sustainable com-
petitive advantages, though in contemporary, high-velocity markets,
few resources remain that meet all four criteria (Eisenhardt & Martin,
2000). Firms seemingly should perform homogeneously then, yet dif-
ferent firms still perform heterogeneously. According to the organiza-
tional capabilities approach, this heterogeneity in performance can be
explained through the study of a firm's capabilities.

Organizational capabilities reflect the firm's ability to deploy its re-
sources in such a way that they create competitive advantage (Amit &
Schoemaker, 1993; Day, 1994; Grant, 1996). The current study takes a
similar theoretical stance to approach our research question. Indeed, a
firm's stakeholders are unique knowledge resources. Yet, in order to
create a competitive advantage, firms need the appropriate capabilities
to manage the socially complex process of involving multiple stake-
holders simultaneously during the process. Such stakeholder co-
creation capabilities follow Teece, Pisano and Shuen's (1997) definition
of dynamic capabilities. Dynamic capabilities are a firm's ability to
integrate, build and reconfigure, internal and external competences or
resources to address rapidly changing customer and technological envi-
ronments (Cepeda & Vera, 2007; Eisenhardt & Martin, 2000; Teece,
2007).

A common critique of studies on organizational capabilities is that
the lower levels of analysis receives scant attention (Abell, Felin, &
Foss, 2008; Felin, Foss, Heimeriks, & Madsen, 2012). At these lower
levels are the microfoundations of a capability, that is, its constituent
components or building blocks. These individual skills and routines,
and their interactions, underlie each specific capability (Abell et al.,
2008; Felin et al., 2012). A routine is a repeated action, which may
reflect the heuristics for how the organization gets things done
(Lewin, Massini, & Peeters, 2011).

As Felin et al. (2012) observe, most science begins by looking
at aggregate-level phenomena, with the general assumption that
microlevel phenomena have relatively uniform effects. As scientific re-
search progresses, such assumptions usually prove unsustainable. For
example, multiple studies show that variation on the individual level
causes substantial variation in firm-level learning (Cohen & Levinthal,
1990; Felin et al., 2012). Thus, a clear understanding of a phenomenon
demands a microfoundational view (Volberda et al., 2010). This obser-
vation holds for the study of co-creation capabilities too. Several studies
have denoted which capabilities lead to competitive advantages
(see our literature review), but we lack an in-depth understanding of
the inner mechanisms of these specific co-creation capabilities.

2.3. Absorptive capacity as a higher-level capability

Transferring knowledge from one partner to another is typically
discussed in the literature on absorptive capacity. Absorptive capacity
is a key for firms that look to build knowledge through collaboration
with external partners (Zahra & George, 2002). Given firms' increasing
focus on such external collaboration, the absorptive capacity construct
has developed as a key determinant of competitive advantage (Huang
et al., 2015; Volberda et al., 2010). Indeed, Zahra and George (2002)
frame absorptive capacity as a higher-level capability that allows firms
to deploy their knowledge resources in such a way that they create a
competitive advantage. Although the concept is widely used, few stud-
ies have examined the specific organizational capabilities that underlie
this high-level absorptive capacity construct. As such, absorptive capac-
ity has often remained a black box (Bierly et al., 2009; Huang et al.,
2015; Lewin et al., 2011). Therefore, we set out to identify specific orga-
nizational capabilities, within this higher level construct of absorptive
capacity, that contribute to the co-creation of knowledge with multiple
stakeholders during the innovation process.

Fig. 1 exemplifies our theoretical framing visually. By specifically fo-
cusing on these capabilities, we recognize that the specific dimensions
of absorptive capacity are related to the specific nature of the environ-
ment and context in which knowledge is co-created (Volberda et al.,
2010). In doing so, we aim to overcome some of the limitations of
the extant literature which has mainly focused on proxy measures of
absorptive capacity (e.g. R&D expenditure), rather than its core compo-
nents (Lewin et al., 2011). An important implication is that this study
does not aim at providing an overview of all capabilities underlying
absorptive capacity. Instead, we focus on specific capabilities related
to co-creation during the innovation processwithmultiple stakeholders
(Van Den Bosch, Volberda, & De Boer, 1999).

2.4. Stakeholder co-creation capabilities in current literature

Current literature on specific capabilities that afirm requires toman-
age co-creation during the innovation process, predominantly focuses
on the inclusion of one specific type of external stakeholder during the
innovation process, such as competitors, customers or suppliers. For ex-
ample, alliance management capability has been identified as a key
driver of knowledge transfer success (Leischnig, Geigenmueller, &
Lohmann, 2014; Schreiner, Kale, & Corsten, 2009). However, it does
not encompass the complexity that arises when collaborating with dif-
ferent types of stakeholders simultaneously. Therefore, where capabili-
ties have been identified to manage co-creation, it is mostly directed at
the specific challenges of including one type of stakeholder. Similarly,
literature on the relational view takes the perspective that only relation-
ships between firms are within the unit of analysis (Dyer & Singh,
1998). Across the fields of marketing and management, some scholars
have focused on the phenomenon of firms involving multiple stake-
holders during their innovation process, yet several theoretical gaps
still remain.
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First, many studies investigate stakeholder co-creation from the
network-level of analysis. For example, Arikan (2009) introduces the
concept of a cluster's knowledge creation capability and develops a
model that outlines the antecedents of this capability. However, the au-
thor explains that the study'sfindings are predominantly targeted at the
cluster level of analysis (Arikan, 2009). The current study aims to iden-
tify capabilities which are deployed at the firm-level and allow a lead
firm to create knowledge with a multitude of its stakeholders.

Second, studies mainly consider stakeholders that are part of the
supply-chain. Indeed, Huikkola, Ylimäki, and Kohtamäki (2013) discuss
relational practices enabling a joint-learning capability between cus-
tomers and suppliers. The findings of this study are mainly targeted at
situations where both stakeholders are firms. For example, the authors
call for both stakeholders to make investments into relationship IT
systems and dedicated personnel to benefit the relationship. Such find-
ings would be difficult to apply when a firm conducts co-creation activ-
ities with stakeholders that are not organizations, such as consumers or
special interest groups. Similarly, Malhotra, Gosain, and El Sawy (2005)
examine supply-chain partnership configurations that exist based on
variations in capability platforms. Such capability platforms reflect pro-
cesses and information systems shared between the supply-chain part-
ners. Typically, nonmarket stakeholders are not considered in such
capability platforms, even though they might offer significant opportu-
nities for knowledge co-creation during NPD (Driessen & Hillebrand,
2013). Therefore, the authors call for further investigation that exam-
ines other configurations of partnerships for knowledge creation
(Malhotra et al., 2005). Similarly, Harrison et al. (2010) discuss how
firms create increased value by allocating additional resource tomanag-
ing stakeholder needs and demands. However, the authors only consid-
er primary stakeholder, within a firm's supply-chain (Harrison et al.,
2010). Furthermore, the authors call for increased research into a firm's
capabilities required to translate cooperation with multiple stake-
holders into valuable knowledge (Harrison et al., 2010).

Third, studies that do consider stakeholders, other than supply-
chain partners, typically see these stakeholders as information sources,
rather than active co-creators during the innovation process. Driessen
and Hillebrand (2013) discuss the nature, antecedents and conse-
quences of stakeholder integration capability.While the study considers
the integration of a wide range of stakeholders during NPD, it is pre-
dominantly focused on stakeholders that voice issues with a firm's
products or services rather than co-creation during the innovation pro-
cess. Therefore, the authors also call for further investigation into active-
ly involving a wide range of stakeholders during the innovation process
(Driessen & Hillebrand, 2013).

In sum, the literature review illustrates that research does fully ex-
plore the potential of firms to create knowledge with multiple stake-
holders during the innovation process. The present study advances
research by identifying the capabilities that firms require to manage
the specific challenges presented by stakeholder co-creation.

3. Method

Because of the emergent nature of this topic, we opt for an explor-
atory case study. A case study is appropriate when a contemporary
phenomenon is being investigated in its real-life context and the
boundaries of the phenomenon are not clearly defined (Eisenhardt &
Graebner, 2007; Waligo et al., 2014; Yin, 2009). Embedded case studies
are case studies containingmore than one subunit of analysis. The iden-
tification of specific subunits within the overall case setting allows for a
more detailed level of inquiry (Yin, 2009). It is specifically appropriate
to describe the context, features and processes within a phenomenon.
Furthermore, it is well suited to investigating microlevel activities, be-
cause it allows researchers to examine enacted processes in detail
(Perks, Gruber, & Edvardsson, 2012).

Our research processwas abductive, which is amore useful research
approach when a research project is geared towards discovery (Dubois
& Gadde, 2014; Suddaby, 2006). The goal is to match theory and reality
in a nonlinear, path-dependent process that systematically combines
empirical observations and insights from extant literature (Dubois &
Gadde, 2002; Storbacka, 2011). Therefore, the first author was in close
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continuous contact with the focal company for severalmonths between
2011 and 2012, continuously going back and forth between evidence
from the case study and theoretical foundations of the earlier men-
tioned literature streams. This allowedus tomodify our tentative frame-
work iterativelywith empirical evidence and theoretical insights gained
in the research process. The second and third author kept an outside
perspective during the iterative data collection (Gioia, Corley, &
Hamilton, 2013).

3.1. Research context

The pharmaceutical industry confronts decreasing research and de-
velopment (R&D) productivity, rising commercialization costs, legal en-
tanglements, pricing pressures and shorter exclusivity periods (Garnier,
2008; Hughes &Wareham, 2010). As a result of this turbulence, a mod-
ern trend emphasizes collaborations with external partners (Hughes &
Wareham, 2010). Concurrently, a wide range of pharmaceutical indus-
try stakeholders, such as patients, physicians, pharmacists, health-care
providers, R&D-focused enterprises, diagnostic companies, NGOs, uni-
versities, venture capitalists, and governments have become more ac-
tive and empowered. The greater availability of information and
technological advances has transformed previously passive actors into
empowered, potential partners, which in turn has made markets even
more complex. Such market pressures demand new strategies for deal-
ing with and benefiting from empowered stakeholders (Agarwal &
Helfat, 2009). Noting these developments, we selected a leading global
health care and pharmaceutical company,with over 100,000 employees
worldwide, as our research setting.

3.2. Case selection

Following Eisenhardt and Graebner (2007); and Dubois and Gadde
(2002), we selected embedded cases to extend emergent theory. Our
initial literature review and research questions led us to choose two em-
bedded cases within our pharmaceutical firm case setting, both of
which involved a health care innovation project that included a multi-
tude of stakeholders. When a research problem is directed towards
the analysis of a complex set of interrelated variables, it is appropriate
to limit the number of cases, aiming for depth rather than breadth.
This research design allows us to analyze the stakeholder co-creation
process in a common context around the subcases. These subcases are
then subject to a firm's capabilities and can thus be analyzed in their
shared context (Dubois & Gadde, 2002). In linewith this, the embedded
cases were selected aiming at theoretical replication rather than literal
replication (Yin, 2009). Because of the explorative nature of this study,
we selected twoprojects that differed on two keydimensions, providing
the best chance of identifying patterns of difference and similarity
(see Fig. 2).

First, they exhibited different levels of heterogeneity in the actors
participating in the co-creation project. Such heterogeneity has the po-
tential to influence the type of knowledge that gets co-created (Möller
& Törrönen, 2003). Although it introduces multiple divergent perspec-
tives, diversity also might create conflict in project teams if the various
actors have conflicting goals or values. Conflict demands special capabil-
ities of the lead firm (Driessen & Hillebrand, 2013). Therefore, one pro-
ject consisted of multiple stakeholders from a similar industry, but the
other project brought actors together from very dissimilar industries.
Second, the cases differed in the goals they established for the co-
creation project. In particular, we recognized that stakeholder co-
creation has the potential to create short-term, exploitative or long-
term, exploratory knowledge (Atuahene-Gima, 2005; Lin, McDonough,
Lin, & Lin, 2012). These two knowledge categories can create paradoxes
for firms, in that toomuch focus on either form could induce failure (Lin
et al., 2012). Therefore, we considered short- versus long-term goals as a
selection dimension. Both embedded cases as such offered empirical ev-
idence to iteratively develop ourfinal theoretical framework (Yin, 2009).
The focal firm contact was a general director who oversaw all devel-
opment projects. To work with him to select projects, we explained our
sampling method and the selection dimensions. Project Alpha focused
on developing a newway to treat a medical condition that affected chil-
dren through a collaboration with a game-development organization,
parents' association, andmedical experts. The firm already had products
on themarket to treat this condition, so the project aimed to contribute
to its short-term, existing business. The nine-headed project team
consisted of persons fromdifferent departments inside our focal organi-
zation, a parent association, and amedical doctor, such that theymostly
emerged from the same overarching industry (i.e., health care). A game
development company consulted on the project too, though on a more
transactional basis. Other partners, such as a children's television
production company, were involved only indirectly.

Project Beta instead focused on new ways to deliver medical sup-
plies to remote areas in developing countries and sought a long-term
plan for gaining better access to these markets. The focal company col-
laborated with an NGO, a fast-moving consumer goods company, and
local governments; the project team consisted of two representatives
of the NGO, members of diverse functional areas of the focal company,
representatives of local governments, and members of the consumer
goods company. In this sense, the diversity of actors was considerably
higher in Project Beta than in Project Alpha.

3.3. Data collection and analysis

To increase the validity of the case study, we relied on triangulated
data collection methods, which can overcome limitations and biases
by counterbalancing them with the strengths of other data collection
methods (Jick, 1979).We used four main data sources: publicly accessi-
ble company documents related to both projects; internal company
documents, available through company headquarters; semi-structured
interviews with internal and external project members; feedback
sessions with managers.

In total, face-to-face visits were conducted in the focal firm 17 times
and gathered 17 pages of publicly accessiblematerial related to the pro-
jects. The focal company and two external stakeholders also provided
the equivalent of 32 pages of electronic documentation. Then we
accessed 42 pages of internal documentation from the focal company's
offices. More than 16 h of interview recordings were transcribed for
analysis. Finally, the lead author maintained a notebook of observations
at the lead company site, which amounted to 19 pages. Combining in-
terviewswith secondary data (e.g., company documents) helped us bal-
ance the strengths of obtrusive and unobtrusive measures (Jaworski &
Kohli, 1993) and gain in-depth, qualitative insights while avoiding so-
cial desirability or ego protection biases.

To analyze the collected data, we followed an iterative, rather than a
linear process of subsequent stages. Hence, we constantly went back
and forth from one type of research activity to another. This systematic
combining approach, consistent with Dubois and Gadde (2002),
consisted of four iterative phases: articulating preconceptions; empiri-
cal observation; interpretation; and redirection. First, we entered the in-
terview processwith awell-defined focus, based on our initial literature
review.We specified a-priori constructs, which helped shape the design
of our case study research for theory building, in line with extant con-
structs (Dubois & Gadde, 2002, 2014). Table 1 gives an overview of
the a-priori constructs considered.

Second, we confronted our theoretical preconceptions with empiri-
cal observations. We entered each recorded interview and all collected
documents into QSR Nvivo 9, a widely accepted tool for performing
qualitative research (Gebhardt, Carpenter, & Sherry, 2006). In Table 2,
we summarize the interviews, which included key informants from
the focal company andmembers of stakeholder organizations. Selection
criteria were: (1) the informants' participation throughout all stages of
the project's NPD process; (2) their involvement in the communication
with other stakeholders, and (3) their willingness to participate and
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Fig. 2. Case study research design. Key: a. Project content, b. Focal firm objective, c. Stakeholders involved.
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provide access to information (Coviello & Joseph, 2012). We communi-
cated the general theme of our research to each interviewee but did not
specify the selected dimensions, to minimize response bias. All inter-
viewswere recorded, with the interviewees' consent. Because of the ex-
ploratory nature of our research, we used semi-structured interviews
with open-ended questions. The semi-structured interview guides
reflected the themes we had developed in our tentative framework.

Third, we then engaged in iterative coding of the data sources. This
implies that our initial coding scheme was based on the a priori frame-
work, but then evolved through confronting theory with next empirical
data (Dubois & Gadde, 2002). Fourth, we redirected our empirical
search by conducting additional interviews, document searches and
feedback sessions with managers on our finding. As such, our interview
guide with open-ended questions evolved from 30 to 42 topics. This
four-step iterative process continued until theoretical saturation was
reached (Shah & Corley, 2006).
4. Results

The analysis first reviews how valuable knowledge for the firm
emerges through these stakeholder co-creation projects. Then, we dis-
cuss specific challenges presented by the involvement of a diverse set
of stakeholders during the innovation process. Subsequently,we discuss
four specific capabilities and their microfoundations that may address
such challenges and strengthen a firm's co-creation efforts. The insights
gained from this analysis are summarized in our framework of stake-
holder co-creation capabilities (Fig. 3).

4.1. Co-creation of valuable exploitative and exploratory knowledge
through stakeholder co-creation

The case data reveals that stakeholder co-creation uniquely con-
tributes to the creation of exploitative- and exploratory knowledge
for the lead firm. Successful firms balance exploitation and explora-
tion strategies (March, 1991), because product innovation requires
the exploitation of existing product innovation competences and
the simultaneous acquisition of new capabilities for product innova-
tion (Harrison et al., 2010). The types of knowledge that emerge
through both stakeholder co-creation projects was exploitative as
well as exploratory in nature. This is surprising as many managers
saw these types of projects with diverse external stakeholders as a
way to build up novel knowledge which was not related to current
business. Yet, our analysis shows that both exploitative and explor-
atory knowledge emerge simultaneously in both projects. As D2
explains:

Business-wise, we want to stimulate bottom-up innovation in order
to create value. This is certainly the goal of our center. Our hope is to
look back in 3 to 5 years, to see that we created new business. And
also we want to have new insights in what it means to work with
a wider range of stakeholders and what kind of business model we



Table 1
A-priori constructs from extant literature.

Type of construct Description Authors

Market sensing capability A firm's ability to collect and act on information about customer
needs and the influence of technology, competition and other
environmental forces. Market sensing capability still positions
customers as the most focal group of stakeholders.

Day (1994, 2011); Krasnikov
and Jayachandran (2008)

Networking capability Networking capability is a firm's ability to attract, interact and
communicate with certain stakeholders to consider engaging in an
innovation project with the lead firm.

Perks and Moxey (2011)

Relational capability Relational capability is defined as a firm's ability to create and
manage its network. The impact of a firm's ability to manage its
network on its innovative capability has been a key research focus in
recent years. Most of this research however focuses on a firm's
relationships with other firms thus ignoring multiple categories of
other stakeholders.

Ahuja (2000); Capaldo (2007)

Absorptive capacity Absorptive capacity is a firm's ability to recognize the value of new,
external information, assimilate it, and apply it to commercial ends.
Research in absorptive capacity so far, has not considered the
particularities of absorbing knowledge from projects that bring
together a multitude of stakeholders.

Cohen and Levinthal (1990);
Spithoven et al. (2011)

Market learning Market learning stems from the knowledge-based view of the firm
and is considered as an important source of competitive advantage.
One of the main benefits of engaging in co-creation projects with
customers is the fact that it enables firms to identify latent needs of
customers.

Brugmann and Prahalad (2007);
Grant (1996); Mahr et al. (2014)

Market experimentation Market experimentation refers to small projects in which a firm
engages, in order to explore new possibilities in increasingly
complex external environments. These small market experiments
are a way to do quick tests and eliminate strategic dead ends early in
the development process.

Day (2011)
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need to create value with external parties. So we see this as a test to
try out business models in concurrence with our current business.
Concurrently, because of these activities, we see that our people
are getting back in touch with their current markets through
interacting with patients or patient organizations.

D5 also offers insight in the link between these exploratory co-
creation activities and the focal firm's day to day operations:

Creating newbusiness is possible, yet not necessary. Often an impor-
tant outcome is advancing certain technologies which allow us to
have a quicker development in our own business. So the added
value lies in the indirect impact on our own business.

This empirical observation links back to the argument made by
Grant and Baden‐Fuller (2004), that explorative knowledge generation
leads to the application of exploitative knowledge in the case of com-
plex goods or services. Reviewing the knowledge creation process in
more detail also reveals that the knowledge created in these projects
was indeed unique in a way that it could not have been obtained with-
out the involvement of specific external stakeholders.
Table 2
Interviews conducted.

Project Interviewee identifier Job title

A D1
M1
D2
D5
D3

Director
Project Manager
Director
Director
Director

B D1
D4
N1
N2
D2
D5
L1

Director
Director
NGO CEO
NGO Member
Director
Campus Manager
Logistics Manager

Total
4.1.1. Stakeholders as sources of unique information
By collaboratingwith a parent association and doctors, the focal firm

was able to learn a significant amount about patients. As M1 testifies:

I thought I could go to our internal people to learn about the learning
goals of these children. However, to my surprise, our people in re-
search did not know anything about this. So, I had to look externally.
Here we ran into a problem again. As a pharmaceutical companywe
cannot have patient data. Therefore, bringing in an external
partner can help us to collect this data anonymously.

M1went on to explain that through collaborating with the parent or-
ganization and doctor, she was able to gain insight into the specific areas
where the firm's pharmaceutical products did not suffice. These insights
were generated by learning about the typical behavior of these children
and any other non-clinical responses. This helped her in laying out the
blueprint of what this game needed to achieve. Such unique information
would have not been accessible without the collaboration of these inter-
mediaries positioned between the firm and the patient.

Thus, external stakeholders can indeed be considered as valuable
knowledge resources for a firm (Garcia-Castro & Aguilera, 2015). By co-
Function Number of interviews

Director, new venturing
Manager, project alpha
Director, change management
Director, outside-in innovation
Financial Director, international IT

3
1
2
1
1

Director, new venturing
IT Director/Manager, project beta
Founder and CEO
Business Development Director
Director, change management
Director, outside-in innovation
Supply chain optimization

2
1
1
1
1
1
1
16
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creating with these specific stakeholders, a firm can gain access to very
specific resources that would be otherwise unattainable. Even if a firm
has the financial assets to invest in a wide range of resources, some re-
sources are not readily available through market transactions (Gulati,
1999). Access to such resources during the innovation process aids in
building up exploitative and exploratory knowledge.

4.1.2. Stakeholder co-creation as knowledge resource combinations
Different types of stakeholders may provide firms with unique

information. However, this only represents part of the value created
by including multiple stakeholders during the innovation process. In-
deed, the specific combination of different stakeholders simultaneously
creates unique value, as D1 states:

How I see it, is that a final step in our opening up process, is that we
share resources with external stakeholders, in a way that we create
things that would be impossible without all parties being involved.

Such an alliance, creating value that would be otherwise impossible,
was indeed the case in project Beta. As D1 elaborated:

One of our most interesting projects is project Beta. Here, we made a
unique combination in that we know a lot about medicine, but not
about the market in Africa. The NGO knew the market in Africa, but
did not have the resources to start something on their own. The
FMCG firm had a logistics chain in place, with room to spare.

Thus, project Beta could not possibly be initiated without all these
stakeholders involved. In a later stage, multiple stakeholders in Africa
became involved to execute the project's pilot phase. This illustrates
that rather than having access to specific resources from one external
stakeholder, stakeholder co-creation creates opportunities to combine
various resources from a set of stakeholders. Such resource combina-
tions create valuable knowledge for the focal firm and such knowledge
is not possible to generate through internal paths or by collaborating
with one type of stakeholder only. Director D5 wanted to stress this
point and also explained this through an example of another co-
creation projectwithmultiple stakeholders, thatwas not under the spe-
cific scope of this study:

For our imaging research,we initially had a service arrangementwith
two separate universities to do our imaging tests. We had only a few
hours a month to use their material for our research. This created a
bottleneck. Yet, doing this in-house would cost an enormous amount
of money. So we decided to combine the resources of ourselves, a
university and a hospital to build a new imaging center. In a next
step a large electronics manufacturer will also be included. This
gives us not only more capacity but also an opportunity to create
unique knowledge.

4.1.3. Stakeholder co-creation projects as unique contexts for knowledge
creation

Stakeholder co-creation projects were not part of the focal firm's
employee's typical day job. Consequently, these projects created a
unique context to work in for the firm's employees. As D4 testified
when asking about his experience with the start of project Beta:

This was one of these more radical ideas which you cannot carry out
within your normal department or business unit. The kind of ideas
that people would not look at within their existing roles and routines.
If they were possible to execute within our existing departments, we
would have already done so. Typically these are thingswhich are cost-
ly, far removed from our day job, real innovations.

Such departure from internal employees' day to day job created a
context in which employees felt free to pursue opportunities. Multiple
sources inform us that as a result, within these projects, people are
more willing to contribute ideas and generate new knowledge for the
firm. As D5 explained:

An important outcome is the fact that after participating in the project,
our internal people have broadened their internal network, have a
better idea of what is going on within and outside the company, and
are less afraid to reach across business unit borders to collaborate
and learn.

In addition, D2 explained:

An important outcome of these projects was to give employees,
management and collaboraters the feeling that they can still take ini-
tiative, and that this will be appreciated. I think this can revamp the
‘innovative spirit’ that we inherited from our founder.

Project Alpha indeed managed to influence the internal participants
in such a way that it drove their motivation to think about improving
current or future business of the focal firm. As M1 elaborated:

We started our initial idea becausewewanted to do something new
after being through a lot of reorganizations and getting a little
burned-out. Throughout the process, we became more and more
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enthusiastic about developing this into a new product. We did not
want to let it go anymore.

Thus, a third aspect that makes these types of projects valuable con-
tributors to knowledge creation, is that they create unique contexts for
knowledge generation that drive creativity from external stakeholders
as well as internal employees. Through immersing a team of people in
such a context, outside of their regular day to day schedule, these
teams appear to become more creative and original in their ideation.

In sum, stakeholder co-creation created valuable knowledge for the
focal firm through privileged access to information through stake-
holders; unique resource combinations; unique contexts for knowledge
creation. As such, both cases provide tangible evidence that the simulta-
neous involvement of multiple stakeholders, creates unique value,
which is not possible to attain through unilateral co-creation with one
type of stakeholder.

4.2. Challenges in engaging multiple stakeholders during the innovation
process

The analysis of our case studymaterials also yields interesting results
with regard to the specific challenges that a leadfirmmay facewhen co-
creating with multiple stakeholders simultaneously. The main chal-
lenges lie in: finding and engaging the appropriate stakeholders for
co-creation; conflict stemming from stakeholder diversity; and man-
agement of stakeholder co-created knowledge.

First, when a focal firm decides theywant to increasingly collaborate
with external stakeholders, such collaboration cannot take place with-
out finding the appropriate stakeholders with whom to collaborate. In
today's increasingly connected society, such a search for partners
would seem relatively easy, yet during our case study analysis, it be-
came apparent that this presented a serious challenge for the focal
firm. As M1 testifies when speaking about finding the right partners to
develop her initial idea of project Alpha:

The search for external partners. This is where I have the feeling that
we did not do enough initial scouting of our external environment.
We were doing this project during 6 months, before and after
work, during the weekends… So we did not have the time to really
do a proper scouting of our external environment. We should have
done more research. Take the doctor that was involved. We are
completely linked to his ideas now. Maybe there are others out
there with different ideas.

Thus, identifying the right stakeholders to collaborate with is a chal-
lenging task for a focal firm. The multiple stakeholder context compli-
cates this task further. Indeed, knowing where specific competences
are present within your competitors (i.e. one stakeholder type); is
more easy for a firm than producing an overview of the competences
of different types of stakeholders. Stakeholders such as patients, con-
sumer groups and NGO's often do not have formal structures and are
therefore more difficult to analyze. In the same vein, multiple stake-
holders that become more empowered to contribute to the innovation
process, may choose to do so or not. Indeed, as external stakeholder
N2 exemplifies when asked about the start of project Beta:

Being just the two of us and this project being the thing that we gave
up our whole life for, we weren't prepared to compromise too far on
what the project was. Basically we are committed to work on the
idea, so if we would collaborate, we really needed to know what it is
we would get into. Otherwise there are too many unknowns to start
a project. In the beginning, there wasn't enough communication for
everybody to understand this.

Motivating different stakeholder types to collaborate with the firm
simultaneously is more complex than doing this for one stakeholder
type such as consumers (Hoyer et al., 2010). Indeed, even before the
project starts, conflicting views need to be harmonized, or else some
stakeholders may not start the project.

Second, the specific diversity in project teams created by the inclu-
sion of multiple types of stakeholders may create conflict with regard
to the intended goals of such projects, as well as in the execution of
the co-creation process. As L1 describes:

Absolutely, I think this was one of the main issues, we did not speak
the same language and did not have the same underlying beliefs/
principles. If you look at us, we are a company that wants to impact
people's lives, which is important, wewant tomake people's life bet-
ter. However we want to do this in an economically realistic per-
spective. We have to be able to make a profit. However, from an
NGO perspective, they did not look at profitability, they were all
about reaching people and the rest was not important and they
had trouble understanding why these other goals (profit) were im-
portant. This was a very different approach and thismade discussion
quite difficult because they were different people with different
values.

Thus, different stakeholder types may speak the same language, yet
still have a very different way of expressing themselves. Consequently,
our case study analysis shows evidence of the theoretical assumption
that bringing togethermultiple stakeholder types comeswith increased
divergence in communication styles as well as goals and interests
(Donaldson & Preston, 1995).

With regard to intended outcomes, the diversity of stakeholders in-
volved in these projects caused conflict as well. Surprisingly, this con-
flict even ran between persons that were from the same firm, yet from
a different business unit. Both projects showed such internal conflict,
D4 testifies about project Beta and M1 about project Alpha.

The start wasn't always that easy, mainly because it was a project
with persons starting with different ideas. X and Y saw the project as
a purely ‘Aid’ project, while Z saw it as a commercial project with the
goal of making a profit in the mid-long term. So the base of the project
had a conflict. As a result, we could not move on because we did not
know how to combine our ideas. Even internally, this can be quite
hard because everyone starts out with their respective own idea and
goals, which they have to bring together and thenmake sure that every-
one is behind it. This was very clear in our initial team, after thefirst ses-
sion, two people dropped out and said they were not willing to carry on
with the project.

A third challenge specifically emerging from stakeholder co-creation
projects is capturing thewide range of knowledge that is created in such
projects. Several interviewees across projects indicated that this was an
important challenge to deal with. M1 and N2 stated:

I think this is because of the fact thatwe are still young in the field of
innovation, not scientific innovation but innovation in terms of ser-
vices. This external innovation is new to us. And I notice, that a lot
of information is stored in people's minds. I share everything with
the project team and my director. But I do not write this down, it's
more a networking thing.

I think if you are going to put together such anunlikely collaboration,
it is very useful to have a kind of trusted third party. This partner
shouldn't have a corporate agenda, but should do facilitation, listen-
ing, and interpreting information from one partner to another.

Thus, when different stakeholders are involved, existing capabilities
to capture knowledge do not appear to suffice. The reason for this lies in
the fact that external stakeholders may not be used to work in a corpo-
rate context and thus may not be familiar with ways to explicate and
disseminate knowledge generated. In sum, these multilateral interac-
tions between the firm and the different stakeholders involved, create
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new challenges that cannot be addressed with extant capabilities.
Therefore, to successfully manage these types of collaborations, a lead
firm may have to develop a different set of capabilities (Driessen &
Hillebrand, 2013).

4.3. Stakeholder co-creation capabilities

After identifying how knowledge emerges from stakeholder co-
creation, and the specific challenges that exist in such collaborations,
our analysis focused on identifying capabilities that address these chal-
lenges. In doing so, these capabilities strengthen a firm's co-creation ac-
tivities. This section is organized according to two distinct phaseswhere
a need for stakeholder co-creation capabilities emerged: 1) before a
project starts and 2) during a stakeholder co-creation project. Indeed,
systematic analysis of our case study materials revealed that, in the
case of stakeholder co-creation, there is a specific need for capabilities
that lay the groundwork before a project starts (Mitrega, Forkmann,
Ramos, & Henneberg, 2012).

These dimensions link close to Zahra and George's (2002) distinc-
tion between potential and realized absorptive capacity. Yet, we are
specifically interested in those capabilities underlying absorptive capac-
ity that aid in stakeholder co-creation. Accordingly, in the specific con-
text of stakeholder co-creation, we conceptualize two categories of co-
creation capabilities (Bierly et al., 2009). Within both categories, we
identify two specific capabilities that strengthen a firm's ability to man-
age co-creation projects in such a way that they create valuable knowl-
edge for the lead firm. Furthermore, our case study setting allowed for
an in-depth examination of the microfoundations of each capability.
We present examples of each capability's microfoundational routines.
These examples do not intend to be exhaustive, as they may differ be-
tween organizations and industries (Ethiraj, Kale, Krishnan, & Singh,
2005), but rather illustrate how capabilities are tangibly expressed in
organizations (Lewin et al., 2011).

4.3.1. Pre-project stakeholder co-creation capabilities
Through systematically combining exiting literature and our case

study material, two specific capabilities emerged that may aid a firm
in laying the groundwork for stakeholder co-creation projects. As
such, they are capabilities that influence the eventual outcome of pro-
jects even though they are deployed before projects actually take
place. These capabilities are stakeholder networking capability and
stakeholder competence mapping.

The first pre-project capability we identify is a firm's stakeholder
networking capability. This capability reflects a firm's ability to find
and attract the appropriate stakeholders for co-creation activities. Anal-
ysis of our case study data led us to conclude that existing work on a
firm's networking capability does not sufficiently accommodate chal-
lenges engendered by stakeholder co-creation. For example, Mitrega
et al. (2012) define networking capability as a combination of relation-
ship initiation, relationship development and relationship termination.
Yet, those specific components do not accommodate some of the specif-
ic challenges created by networking with a diverse range of stake-
holders. For example, Mitrega et al. (2012) discuss the attraction of
valuable companies as business partners. However, our case study
clearly indicates that finding and attracting valuable stakeholders for
co-creation, that are not necessarily companies, required a more elabo-
rate type of networking capability. This accommodates the specific chal-
lenges in engaging stakeholders for co-creation, such as distrust of
corporations or non-financial goals. D5 had a good overview of previous
co-creation projects that failed before the project even started because
of a lack of such an expanded capability:

I see three areaswhere thingswentwrong before. First, we had a sit-
uation where we were talking to one external partner, yet what we
did not knowwas that another department of ourfirmwas speaking
to this external stakeholder's direct competitor. You can imagine
that this was of course a problem. Here we learned that we needed
to have a good overview of this.
We also had a situation where we put our biologists together with
people from electronicsmanufacturers. We had to stop this, because
in the initial phase it became immediately clear that these people
could not talk to each other. If I am honest, more than once, I was
embarrassed because we were in talks with a potential partner and
it clearly showed that our internal people were not ready.
A third issue is that our internal people have the tendency to walk
over smaller stakeholders in initial talks. So it is important to make
sure that these external smaller stakeholders are represented well
and their needs understood before a project starts. What I learned
from this, is that we need to prepare with our internal departments
first beforewe can go out and talk to external stakeholders. Andnow
I haven't even talked about what happens when a project actually
starts!

Additional interviews with other firm employees across projects
substantiated this need for a strong stakeholder networking capability.
For example, D2whohad to fulfill amediation rolewhen therewas con-
flict in project Beta, reflected back on what could have avoided this
conflict:

We should avoid that a team meets each other face-to-face only
when they start working on a project. This makes sense, people
need to have a phase to get to know each other first. We are pro-
grammed like that. We need to go through a phase to know who
somebody is. Can we trust them? Are you with me or against me?
Are you going to stab me in the back? Can I trust you in keeping se-
crets? Can you create value for me? A lot of things come tomind. Es-
pecially with diverse external stakeholders, we noticed that these
first contacts should not be virtual.

In addition, some obstacles to stakeholder co-creation may lie in the
specific reputation a firm or an industry has. For example M1 talked
about the fact that some children's television companies did not want
to talk to her in relation to project Alpha:

This is something we came across quite often, they do not want to
see their name linked to a pharmaceutical company. This is really
an impediment in our search for external partners. We had this be-
fore when we went to speak to doctors for example, especially in
country X, in my own country this is a bit better, but in country X,
our industry has a bad name. So when I try to speak with people
there, there is immediate resistance. In the end, they agreed on
talking with us on a consultancy basis for this project specifically,
but they did not want to go in a long going co-creation effort.

Stakeholder networking capability is composed of a complex bundle
of routines and individual skills. For example, our case study suggests
that as a largefirm, it is difficult to communicate in one voice concerning
your goals related to innovation. Failing to do this, in turn results in cer-
tain stakeholders not trusting the leadfirm and hence rejecting a collab-
orative relationship. Furthermore, as these stakeholders are not always
organizations with a profit-maximizing goal, firms need to approach
these stakeholders in different ways than they would in a traditional
partnership between firms. Otherwise, some stakeholders would see
no value in potential co-creation activities with the lead firm (Bridoux
& Stoelhorst, 2013). An exemplary overview of skills and routines that
underlie this capability appears in Table 3.

The second capability identified as crucial to lay the groundwork for
stakeholder co-creation is stakeholder competencemapping. This capa-
bility is a firm's ability to produce an explicit overview of the different
competences present in each of its different stakeholders. When firms
solely engage with one type of stakeholder, competences of partners



Table 3
Stakeholder networking capability microfoundations.

Capability Microfoundations

Stakeholder networking Routines Communicating consistently about innovation partner selection criteria
Communicating consistently about the types of collaboration partners needed
Engaging in networking opportunities (e.g. industry roundtables, conferences, ..)
within different stakeholders' networks

Individual skills Employee networking skills
Individual employee networks
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are easily recognizable. Yet, when a stakeholder is far removed from the
focal firm's current business, this is more challenging. D1, who oversees
different types of stakeholder co-creation projects of our focal firm,
identified this as a crucial skill they need to develop:

Seeing what we can do together with these types of stakeholders is
challenging. I can give you an example. We are looking for opportu-
nities with an electronics manufacturer to co-develop a medical de-
vice that can help consumers track their behavior and also dispense
medicine. However, knowing what this electronics manufacturer
can do and what they are talking about is fundamentally different
than what we are used to when talking to people in our industry.

In practice, this was the case in project Alpha. Indeed,M1was disap-
pointed that she did not have a good overview of what some stake-
holders, far removed from her daily job, could do, and whether they
were on top of their field:

Searching for the right external competences was key. We should
have paid more attention to this. So we did not have the time to re-
ally do a proper scouting of our external environment. Take for ex-
ample our game developer, we met him through a mutual contact
and then decided to go with him. Yet for me, this remains an impor-
tant question, do we have the right partner? What do I know about
gaming companies?

Thus, our focal firm had learned through experience that such an
overview of potential partners is of importance and had already taken
the first steps to develop routines in doing so. Therefore, a firm's ability
to structurally map the competences of their various stakeholders
strengthens the potential of stakeholder co-creation projects to create
valuable knowledge. Indeed, if stakeholders are unique knowledge
sources that need to be combined to create knowledge (Garcia-Castro
& Aguilera, 2015), a firm first needs to know what the actual compe-
tences of each of these knowledge sources are. We note that this capa-
bility assumes that a focal firm has a clear overview of its own
competences. Yet, firms may differ in their ability to produce an over-
view of their own internal competences. Such a capability to map a
focal firm's internal competences is required to match multiple stake-
holders' competences to the focal firm's internal competences. As this
capability is not specific to the context of stakeholder co-creation, it is
not within the scope of the current study, yet extant work provides rel-
evant guidelines (Pablo, Reay, Dewald, & Casebeer, 2007; Vorhies &
Morgan, 2005).

Producing a clear overview of the competences an external stake-
holder possesses, requires a multitude of routines that underlie this
Table 4
Stakeholder competence mapping microfoundations.

Capability Microfoundations

Stakeholder competence mapping Routines

Individual skills
capability. For example, data from several interviews in our focal firm
suggest that the organization of regular exploratory meetings with dif-
ferent types of stakeholders is a routine that enables the firm to con-
stantly monitor what the firm's different stakeholders' current level of
competences is in areas where the focal firm needed complementary
competences. Such activities also need to be complementedwith the in-
ternal dissemination of this information. Furthermore, stakeholder
competence mapping requires persons within the focal firm with
knowledge of specific stakeholders' inner workings. For example, per-
sons who have previously worked for an NGO or former academics
may act as gatekeepers between the firm and these stakeholders.
Table 4 gives an exemplary overview of such microfoundations.

4.3.2. In-project stakeholder co-creation capabilities
In-project stakeholder co-creation capabilities relate to the capabili-

ties that enable a firm to dealwith the specific challenges of stakeholder
co-creation. They do this in such a way that they strengthen the ability
of a firm to generate valuable knowledge from these types of collabora-
tions. Analysis of our case study data and systematically combiningwith
existing literature resulted in the identification of two specific capabili-
ties: stakeholder relationship management and stakeholder knowledge
management.

“Stakeholder relational capability” implies a lead firm's ability to
manage its relationships with amultitude of stakeholders in an ongoing
co-creation project, as well as the relationships of those stakeholders
with one another. Extant literature informs us about a relationship ca-
pability between firms (Capaldo, 2007; Lorenzoni & Lipparini, 1999).
Yet, these existing capabilities may not suffice in the stakeholder co-
creation context. The reason is that these capabilities typically look at
relationships that are (1) dyadic and (2) inter-organizational. Across
materials in our case study, it became apparent however that a lead
firm needs to concern itself with more than its dyadic ties. Indeed,
when multiple stakeholders are involved, these stakeholders also need
to have a positive relationship with each other. For example, when
talking about some of the friction going on in project Beta, D2 talked
about how this caused concern:

There was a big concern of the NGO members, that these two big
American companies would start discussing without them on a
higher level and leave them out. Or that they would become just a
little pawn while it was their initial idea, which grew from their ex-
perience in Africa.

So this required D2 to convince the NGO not only of the goals of the
focal firm but also of the other stakeholders involved, such as the FMCG
firm. Indeed, collaborations are more difficult to manage when the
Regularly conducting explorative meetings with stakeholders
Documenting stakeholder competence assessment explicitly
Disseminating stakeholder competence assessment internally
Personal mandate as first line of communication with different stakeholder
organizations' gatekeepers
Knowledge of stakeholder organizations' inner workings
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interests, goals, and practices of the various actors differ (O'Mahony &
Bechky, 2008), as is typically the case in stakeholder co-creation pro-
jects as opposed to interorganizational co-creation projects. Indeed,
the interorganizational nature of relationships considered in current re-
lational capability literature neglect specific challenges of stakeholder
co-creation. For example, trust building between organizations requires
fundamentally different routines than trust building between a firm and
consumers or other stakeholders (Capaldo, 2007;Driessen&Hillebrand,
2013; Singh & Sirdeshmukh, 2000). Our case study data indicate that
because a multitude of stakeholders are involved, the lead firm needs
amore extensive relational capability thanwould be required in a tradi-
tional network alliance of similar firms. Indeed, D4 illustrated that some
of the frictions that existed specifically related to the multiple stake-
holder context:

Let me talk about friction. On the one hand you have a group of peo-
ple, who almost think dogmatically, and I don't want to sound too
negative, the NGO's goal is very clear, theywant to lessen childmor-
tality. This is a very specific goal and they were very focused on that.
Everythingwas directed towards getting those products to a specific
group of people and doing this in collaboration with the FMCG's dis-
tribution network. From their perspective it was not necessary to
make this commercially viable. For them it was important to get
the products there, how it happened did not matter. They were al-
ready working on this for years and had it stuck in their minds.
This tension always remained throughout the project, even until
the try-out presentation where we were really thinking of quitting.

The stakeholder relational capability has a complex bundle of underly-
ing routines and individual skills. Illustrations of suchmicrofoundations in
our case context can be found in Table 5. Severalmicrofoundations of this
capability relate to building trust, a concept well described within team
literature (De Jong & Elfring, 2010; Molina-Morales, Martínez-Fernández,
& Torlò, 2011).

Stakeholder knowledgemanagement refers to a firm's ability to cap-
ture and explicate all relevant knowledge generated during stakeholder
co-creation activities. This entails not only the knowledge generated in
interaction between the focal firm and specific stakeholders, but also
knowledge generated by interaction among stakeholders. Absorptive
capacity theorizing has noted that external knowledge can be retained
through maintaining inter-organizational relationships (Spithoven,
Clarysse, & Knockaert, 2011). Yet, in the case of stakeholder co-
creation, we argue that such external retention of knowledge is less ap-
plicable. The reasoning is that firms collaborate with a wide range of
stakeholders across different projects and activities. These stakeholders
may all have different structures and cultures. Some of them are even
not formal organizations, such as temporary activist groups. Therefore,
relying on these relationships with these stakeholders to retain co-
created knowledge is not optimal. Consequently, firms benefit from
the explicit codification and dissemination of knowledge co-created
with multiple stakeholders.
Table 5
Stakeholder relational capability microfoundations.

Capability Microfoundations

Stakeholder relational Routines Investing in the bu
Trust building activ
Goal identification
Conflict manageme
Assigning key cont
Top management r
Preparing internal

Individual skills Investing in emplo
Openness for inform
Second, when firms includemultiple stakeholders simultaneously in
their innovation activities, knowledge is also created between multiple
stakeholders interacting with each other. Indeed unique knowledge re-
sults from interactions among specific combinations of parties (Nonaka
& Takeuchi, 1995). If one of a set of complementary stakeholders halts
its involvement in the project, knowledge thus may disappear. As a re-
sult, firms need to be able to explicitly capture this knowledge created
in interaction between the different stakeholders with whom they co-
create. As a project manager M1 of project Alpha clarified, when asked
about the outcomes of project Alpha, “Our idea is to get the information
that is generated in this project back to our research department to im-
prove the products they are currently working on.”

However, during our analysis of the case study, it also becameappar-
ent that not every focal firm employee agreed on the specific routines
thatwould enable such a knowledgemanagement capability. For exam-
ple, when talking about ways to disseminate the knowledge generated
in stakeholder co-creation projects with D1, overseeing multiple pro-
jects, D1 wanted to capture such knowledge electronically:

We are trying to set up an internal platform to make sure that the
things that we pick up out of stakeholder co-creation projects are
noted down somewhere so that if needed, people can make advan-
tage of these connections at a certain point.

Yet,M1 explained that such an initiative does notworkwhen talking
to many different external stakeholders:

A database, I have seen a lot of initiatives like this, however, these
often die a silent death. This is because this is against human nature,
if I know that I need to write up reports after a project, I would hold
back some information in order to avoid the hassle of writing up
these reports. I believemore in networks like LinkedInwhere every-
one sees which knowledge can be accessed through our network so
maybe we should work with these kinds of tools.

While the interview data and extant work show that the exact
operationalization of a stakeholder knowledge management capability
(e.g. the use of databases) is context-dependent (Ethiraj et al., 2005),
we converge on thefinding that a strong knowledgemanagement capa-
bility, tailored at accommodating different communication styles and
stakeholder cultures, was needed to capture the specific knowledge
generated with unusual combinations of collaboration partners.

Stakeholder knowledge management capability consists of routines
and individual actions that clearly capture and disseminate what is
learned during a stakeholder co-creation project. These routines include
information sharing routines between the actors involved in the project
and internal information sharing within the focal company with other
business units Additionally, extant literature also points to incentives
for knowledge identification and dissemination (Foss, Laursen, &
Pedersen, 2011) as important microfoundations of this capability.
Table 6 offers exemplary microfoundations of this capability.
ildup of specific stakeholder relationships
ities
exercises
nt routines
acts within the firm (gatekeepers)
esource allocation for co-creation activities (team members are dedicated to project)
workforce for openness
yees with relationship building skills
al encounters with external stakeholders



Table 6
Stakeholder knowledge management capability microfoundations.

Capability Microfoundations

Stakeholder knowledge management Routines Information sharing routines within co-creation network
Internal information sharing within lead company with other business units
Incentives for knowledge identification and dissemination

Individual skills Employee-level absorptive capacity
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5. Discussion

This study examines how a focal firm creates valuable knowledge
with a wide range of stakeholders, the specific challenges that emerge
and the capabilities needed to address such challenges. The purpose of
this study was to confront extant theory with an empirical case in
order to advance insights for theory and practice. This study has done
so in several ways.

5.1. Theoretical implications

First, despite its importance, stakeholder co-creation during the in-
novation process remains significantly under-theorized in current liter-
ature (Hult, Mena, Ferrell, & Ferrell, 2011). Yet, a recent spike in interest
from practice in the phenomenon motivated us to examine such stake-
holder co-creation from an in-depth case study perspective. Our case
study is indeed aligned with the view that organizations create value
through an interdependent web of social relationships (Hult et al.,
2011; Vargo & Lusch, 2008).We enrich this view by specifically examin-
ing co-creation amongmultiple stakeholders simultaneously during the
innovation process. Indeed, different types of stakeholders are valuable
knowledge sources that can be configured in such away that they create
valuable knowledge for the firm. Concurrently, we inform current liter-
ature on co-creation during the innovation process (Hoyer et al., 2010;
Mahr et al., 2014; Menguc et al., 2014), and show compelling evidence
that stakeholder co-creation requires new capabilities to manage the
challenges they present. In doing so, we address a standing call for
more insight in how companies use a multitude of external sources to
create knowledge during the innovation process, and consequently
adapt to changes in their environment (Harrison et al., 2010; MSI,
2014).More specifically, we respond to calls for an in-depth exploration
of how firms can facilitate active participation of nonmarket stake-
holders during the innovation process (Coviello & Joseph, 2012;
Driessen & Hillebrand, 2013). Consequently, this study lays the ground-
work for further quantitative research into such collaborations.

Second, as these types of co-creation projects create unique chal-
lenges for the focal firm because of the specific types of actors involved,
our study investigates the capabilities required to manage these chal-
lenges. Previous research has tended to study the link between a firm's
network of collaboration partners and performance. Yet, such research
typically does not address the capabilities required to strengthen the
link between co-creation during the innovation process and perfor-
mance (Harrison et al., 2010; Laursen & Salter, 2006). Such capabilities
are particularly relevant in a contextwhere a firm's innovation network
consists of multiple types of stakeholders. For example, our results
show, that without a firm's ability to attract specific stakeholders to
their innovation projects, such projects cannot even take place. This is
fundamentally different from a context where all stakeholders are
profit-maximizing firms. From an RBV perspective, stakeholder co-
creation capabilities are thus what is needed for a lead firm to deploy
their unique knowledge sources (i.e. stakeholders) in such a way that
they create value for the firm (Grant, 1996;Menguc et al., 2014). Specif-
ically, firms require a stakeholder networking capability and stakehold-
er competence mapping capability, before a project starts. To manage
the socially complex interactions in an ongoing project, with multiple
stakeholders, a firm requires a stakeholder relationship management
and a stakeholder knowledge management capability. Additionally,
we explore the microfoundations of these capabilities. In doing so, we
inform theory and practice by creating detailed insight in the abstract
notion of capabilities. Indeed, these microfoundations present the idio-
syncratic building blocks of the identified stakeholder co-creation capa-
bilities. They are explicit and executable (Felin et al., 2012; Lewin et al.,
2011). As such they do not only inform further research (for example as
items for quantitative research) but also practice as hands on routines to
implement.

Third, the study contributes to extant literature on absorptive capac-
ity by examining the underlying dimensions of absorptive capacity in a
stakeholder co-creation context (Harrison et al., 2010). Indeed, scholars
have argued that absorptive capacity as a construct is often a black box
(Bierly et al., 2009; Lane et al., 2006; Lewin et al., 2011). Therefore, ad-
ditional insight is necessary into the construct via examining its under-
lying dimensions. We zoom in on one category of capabilities that
underlies absorptive capacity, by examining the capabilities that
strengthen a firm's ability to create and capture valuable knowledge
from stakeholder co-creation projects. In doing so, we recognize Van
Den Bosch et al. (1999), in that such underlying dimensions relate to
the specific knowledge context and environment. This implies that we
do not claim that these capabilities entirely extend to absorptive capac-
ity in a non-stakeholder co-creation context.

5.2. Managerial implications

Stakeholder co-creation challenges the traditional roles of firms and
their stakeholders. The findings provide practical lessons for managers
that want to increasingly engage in such projects. First, involving an in-
creasing number of different stakeholder types during the innovation
process, creates valuable knowledge while simultaneously challenging
the lead firm's capability tomanage such socially complex partnerships.
Therefore, an increasing diversity in stakeholders involved during the
innovation process, needs to go hand-in-handwith an increased invest-
ment in developing stakeholder co-creation capabilities. This study pro-
poses four such capabilities. The identified microfoundations should
provide managers with direct hands-on routines to implement.

Managers should be aware that successful co-creation projects re-
quire capabilities to bedeployed atmultiple points in time. That is, capa-
bilities to find and engage the right stakeholders for co-creation, are
important drivers of successful knowledge co-creation. Practically, this
translates into routines such as engaging in networking opportunities
(e.g., industry roundtables, conferences) across different stakeholder
networks or regularly conducting exploratory meetings with stake-
holders. Such preemptive management of external stakeholders as po-
tential co-creation partners requires firms to look forward and have a
clear view on how and where which types of external stakeholders
will be required for their innovation processes. Neglecting to do this
may lead a firm to spend too much time and resources on interacting
with stakeholders that may not be relevant to their innovation
processes.

Finally, this research demonstrates the pivotal impact of partner se-
lection in co-creation. While previously, managers typically needed to
be concerned only with technical competences of potential collabora-
tors, the range of variables under consideration becomes broader
when multiple stakeholder types are considered. Indeed, with multiple
stakeholders involved simultaneously, a firm needs to make sure that it
also selects stakeholders that canworkwith each other. Concurrently, it
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needs the capability to manage conflict that may still arise. In addition,
as more stakeholders, removed from a firm's core business, become in-
volved, outside (consumer) perceptions of the collaboration may also
need to be considered. For example, our case study hints at the fact
that a children's television producer may not want to be seen as inno-
vating with a pharmaceutical firm. Indeed, initial research indicated
that consumers do react to the types of stakeholders involved during in-
novation (Fuchs et al., 2013). This is outside the scope of the current
study, yet it provides an interesting research question for research and
practice.
5.3. Limitations and suggestions for research

As is true for any research project, the research choices created some
limitations, some of which offer avenues for further research. First, a
critical assumption in this study is the view that a focal firm canmanage
its network of stakeholders. Indeed, extant literature has presented an
interesting debate in recent years concerning network manageability
(Van Bockhaven, Matthyssens, & Vandenbempt, 2013). Some authors
take the theoretical stance that networks are emerging and non-
manageable, suggesting that if every actor would shape and manage
their own relationships, thiswould create a paradox that eliminates net-
work development (Ford, 2011). Others reject this view and claim that
different capabilities are required to deal with opportunities and chal-
lenges presented in different types of networks (Möller et al., 2005).
This study follows the latter view.

Second, this study adopts a lead firm perspective, where the focal
firm is viewed as the central actor within its innovation network
(Dhanasai & Parkhe, 2006). Further researchmight investigate the capa-
bilities of the broader network of stakeholders. In particular, it would be
valuable to examine the nature and impact of the capabilities of stake-
holders that are not organizations in the knowledge creation process.
Exploring a “fit” between the capabilities of the various stakeholders in-
volved during the co-creation process would be interesting (Sluyts,
Matthyssens, Martens, & Streukens, 2011). Future research needs to ex-
amine collaborations from a multiple-genre perspective, encompassing
the interplay between capabilities possessed by the various stake-
holders involved during co-creation activities.

In a similar vein, exploring value creation from the perspectives of
different stakeholder typesmay be fruitful. Indeed, during several inter-
views conducted throughout this study, interviewees also referred to
value created for stakeholders other than the focal firm. Non-focal
firms might not require similar coordinative capabilities. Besides a
stakeholder's status, other elements such as size (Mishra & Shah,
2009), ownership structure (Hoopes & Madsen, 2008), or even social
class (Hart & Sharma, 2004) might learn its potential to capture value
and required capabilities, which offer interesting paths for further re-
search. However, this step is outside of the scope of the current study.

Additionally, this case study relied on a number of in-depth inter-
views with key informants, which have been triangulated with other
data sources. Future research might include more interviews with
more different types of stakeholders that could extend the scope of
this work beyond its focus on the focal firm. Nonetheless, the data gath-
ered offers significant insight within the current scope of work.

A combination of various capabilities can create even stronger com-
petitive advantages than the sum of individual capabilities (Barney,
1991). Accordingly, insights in how the configuration of different stake-
holder co-creation capabilities, strengthening each other, ultimately in-
fluences the success of co-creation projects would be valuable.
Similarly, stakeholder co-creation capabilities may interact with
existing capabilities within the firm. For example, firms may differ in
their ability to produce an overview of their own internal competences.
Such a capability to map internal competences may be required to
match multiple stakeholders' competences to the focal firm's internal
competences. Both these limitations are addressablewith a quantitative
design thatmeasures the specific impacts of stakeholder co-creation ca-
pabilities on knowledge creation and performance.

Finally, this study was conducted in the pharmaceutical industry.
Throughout our interviews with both external and internal firm project
members, we observed that a firm's industry can influence the link be-
tween the capabilities needed to engage in co-creation projects and the
knowledge the projects generate. For example, the pharmaceutical in-
dustry traditionally has been known for relying on closed innovation
processes and imposing strict regulations on contacts with certain
stakeholders (e.g., consumers, caregivers). Different innovation norms
or regulations in other sectors thus might alter the demand for certain
capabilities during co-creation. It was not our goal to present capabili-
ties that are all generalizable across all industries, as those would likely
be overly abstract and not conductive to managerial action (Ethiraj
et al., 2005). Therefore, investigating stakeholder co-creation capabili-
ties and their outcomes, in different industries represents an important
goal for further research (Hult et al., 2011).
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