NEG/
v 06

TRIPLE HELIX 7 (2020) 227—-249 TRIPLE

HELIX

BRILL brill.com/thj

S
< Y
1

5
[SRTRY

Corporate-startup Co-creation for Increased
Innovation and Societal Change

Annika Steiber
Management Department, Menlo College, Atherton, California, usa
Annika.steiber@menlo.edu

Sverker Aliinge

Department of Technology Management and Economics, Chalmers
University of Technology, Gothenburg, Sweden
sverker.alange@gmail.com

Abstract

The emphasis on corporate-startup collaboration has reached a new level in the con-
text of digital transformation of most industries. Co-creation, as one non-equity based
model for corporate-startup collaboration is increasingly getting attention among cor-
porations and startups, but also among local governments. However, even if compa-
nies, governments, and startups invest in this approach for innovation and societal
change, the concept is under-researched. The purpose of this paper is to further exam-
ine corporate-startup co-creation by conducting a systematic literature review, as well
as present a real case ‘FirstBuild. The findings were that co-creation as a corporate-
startup collaboration model increases in attention. However, there is currently a large
knowledge gap in previous research in regards to this phenomenon and more research
on corporate-startup co-creation is needed, specifically in regards to metrics and its
effects on corporate innovation, startups’ growth, and society.
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Co-création d’entreprise-startup pour une
innovation accrue et un changement sociétal

Annika Steiber, Sverker Aldnge

Résumé

L'accent mis sur la collaboration entre les entreprises et les startups a atteint un nou-
veau niveau dans le contexte de transformation numérique de la plupart des indus-
tries. La co-création, un modele non égalitaire de collaboration entre les entreprises et
les startups, retient de plus en plus l'attention au sein des entreprises et des startups,
mais aussi au sein des gouvernements locaux. Cependant, méme si les entreprises, les
gouvernements et les startups investissent dans cette approche pour I'innovation et le
changement sociétal, le concept n'est pas assez étudié. Cet article vise a examiner plus
en détail la co-création d’entreprise-startup par une revue de la littérature et une
présentation d’une étude de cas de «FirstBuild». Les résultats ont montré que la co-
création en tant que modéle de collaboration entreprise-startup capte de plus en plus
l'attention. Cependant, il existe actuellement un grand manque de connaissances dans
les recherches antérieures concernant ce phénomene; et, davantage d’études sur la co-
création d’entreprises et de startups sont nécessaires, plus spécifiquement en ce qui
concernent sa mesure et ses effets sur I'innovation des entreprises, la croissance des
startups et la société.

Mots-clés

Co-création — innovation — changement sociétal — FirstBuild — collaboration de
Startup — GE
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Portuguese

Co-criacdo de startups corporativas para maior
inovacdo e mudanca social

Annika Steiber, Sverker Aldnge

Resumo

A énfase na colaboracédo entre empresas e startups atingiu um novo nivel no contexto
de transformacéo digital da maioria das industrias. A cocriagéo, como um modelo nédo
baseado em agdes para colaboragdo entre empresas e startups, esta cada vez mais cha-
mando a atencio entre corporagdes e startups, mas também entre governos locais. No
entanto, mesmo que empresas, governos e startups invistam nessa abordagem para
inovagéo e mudanca social, o conceito é pouco pesquisado. O objetivo deste artigo é
examinar mais detalhadamente a co-criagdo de empresas, realizando uma revisdo
sistematica da literatura, além de apresentar um caso real ‘FirstBuild’ As conclusdes
foram de que a cocriagdo como modelo de colaboragio entre empresas e startups au-
menta a atengéo. No entanto, atualmente ha uma grande lacuna de conhecimento em
pesquisas anteriores sobre esse fendmeno e mais pesquisas sobre co-criagio de empre-
sas sd0 necessarias, especificamente em relacéo as métricas e seus efeitos na inovacéo
corporativa, no crescimento de startups e na sociedade.

Palavras-chave

Co-criagio — inovagiio — mudanga social — FirstBuild — colaboragéo de startups — GE
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Russian

CoTBOpYECTBO KOPIIOpALMK U CTAPTANOB B
KOHTEKCTe YCUICeHHUA NHHOBAIUI U COIfAATbHBIX
U3MEHECHHH

Amnnuxa Hlmetibep, Ceepkep Anarrc

AHHOTaUIMA

PoJib coTBOpUecTBa MeXAy KOPIOpALUMAMYU U CTapTallaMHU JOCTHUIJIO HOBOIO YPOBHSA B
KOHTeKcTe [ poBoii TpaHchopMaruu B 6o/bIIHHCTBE cep nmpombluieHHocTH. Co-
TBOPYECTBO, KaK OfiHA M3 HEITPOU3BOACTBEHHBIX MO/ie/Iell KOJL1aboparyy GOJIbIIHX U
MaJIbIX KOMIIAHHM, IPUBJIEKAeT BCe 0OJIbllle BHUMAHUA CO CTOPOHBI KOPIIOPALMH U
CTapTaIoB, a TAaK:Ke CpeJH IOKATbHBIX OPTraHoB yIrpasieHus. OfHaKo, fjase CPeAr KOM-
TIaHWH, TPABUTEIbCTBA M CTAPTATIOB, PeaTU3yIOINX JaHHbIH IT0AX0/ K Pa3BUTHIO HH-
HOBaLWH ¥ COLMaTBHBIX U3MEHEHHH, OH ABJIAETCA HeA[OCTaTOYHO U3ydeHHBIM. Llesbio
HacTosAel paboThI AB/IAETCA JalbHelllee H3ydeHHe COTBOPUYECTBA MMy KOpIopa-
LMAMH ¥ CTapPTalaMy IIyTeM ITPOBeJ,eH s CUCTEMAaTH3MPOBAHHOrO 0030pa IUTepary-
PBl, a Takske nmpeseHTanus keiica «FirstBuild». OcHOBHBIE BEIBOABI 3aK/TI0UAIOTCA B TOM,
YTO COTBOPYECTBO B KAYECTBE MOZE/IM KOJLIa00paljy KOPIIOpaLUH M CTapTana yKpe-
ILISeT CBOO 3HAUMMOCTh. OfHAKO, B HaCTOsAIIee BpeMsl HaOII0faeTcsl 3HAYUTeTbHbIN
AebunuT nHGOpPMaILMU B IPeJLIECTBYIOIMX U CCIeA0BAHUAX, KACAIOLWIMXCA JaHHOTO
(eHOMEHA, TO3TOMY HEOOXOAMMO MPOAO/IKUTH JAIbHeHIIe H3bICKaHUs, TOCBAIIEH-
Hble COTBOPYECTBY MEXAY KOPIOPALMAMH U CTApTallaMH, 0COOEHHO B KOHTEKCTE KO-
JIITYeCcTBeHHOH OIeHKH M VX BJIMAHNA Ha KOPIIOPaTHBHBIE MHHOBAIMH, Pa3BUTHE CTap-

TaToB U 0OIECTBO.
Kirouessre ciioBa

CorBopuectBo — HMHHoBammum -  CouuanbHble  HM3MeHeHMA —  Keiic

«FirstBuild» — KosraGopauus crapramnos — GE
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Spanish

Co-creacion corporativa-startup para mayor
innovacion y cambio social

Annika Steiber, Sverker Aldnge

Resumen

El énfasis en la colaboracion entre empresas y startups ha alcanzado un nuevo nivel en
el contexto de transformacion digital de la mayoria de las industrias. La co-creacion,
como un modelo no basado en la equidad para la colaboracién entre empresas y start-
ups, estd recibiendo cada vez mas atencién entre corporaciones y startups, pero tam-
bién entre gobiernos locales. Sin embargo, incluso si las empresas, los gobiernos y las
nuevas empresas invierten en este enfoque para la innovacién y el cambio social, el
concepto esta poco investigado. El propésito de este documento es examinar mas a
fondo la creacién conjunta de empresas y emprendimientos mediante una revisién
sistematica de la literatura, asi como presentar un caso real “FirstBuild”. Los hallazgos
fueron que la co-creacién como modelo de colaboracién entre empresas y startups
aumenta su atencion. Sin embargo, actualmente existe una gran brecha de cono-
cimiento en investigaciones previas con respecto a este fenémeno y se necesita mas
investigacion sobre la co-creacion corporativa-startup, especificamente en lo que re-
specta a las métricas y sus efectos sobre la innovacién corporativa, el crecimiento de

las startups y la sociedad.

Palabras clave

Co-creacion — innovacion — cambio social — FirstBuild — Startup colaboracién — GE

1 Introduction

Major drivers such as technological development, globalization of markets
and knowledge production, combined with climate change and sustainability
requirements, create a tremendous pressure on incumbents to radically change
the way they are organizing their innovation processes, if they at all will have
a chance of surviving and prospering (March 1991; Christensen and Overdorf
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2000; Lee et al. 2012; Steiber and Aldnge 2015). In many cases corporate-startup
collaboration is a way to speed up innovation for the corporation (Aldnge and
Steiber 2018), but it can also be a way to take part in the construction of totally
new entrepreneurial ecosystems (Drori and Wright 2018) and to learn from
these ecosystems how to best adjust the large firm’s business- and operational
model.

The transformational changes of most industries are therefore increasing
the emphasis on startups’ role in corporate innovation. There are many differ-
ent models, both equity based and non-equity based for how corporate-startup
collaboration could be designed and executed (Weiblen and Chesbrough, 2015;
Aldnge and Steiber, 2018). However, non-equity forms of collaboration to
source innovation from startups increasingly gets traction among large corpo-
rations (Weiblen and Chesbrough 2015) and from local governments, as this is
one way to strengthen strategic industries for the country and to create new
job opportunities. For the startups (that might be located at local universities,
at government-funded incubators, or in the industry), this strategic avenue is
also of interest as it could be a way for them to overcome innovation diffusion
challenges (Autio et al. 2018) without giving up equity.

Co-creation, as one type of non-equity collaboration models can generate a
multitude of organizational advantages, including improved innovation per-
formance (Markovic and Bagherzadeh 2018). Co-creation between large and
small firms can also speed up knowledge production, innovation and therefore
the economy of whole industries in a country, which is of great interest for lo-
cal policy makers.

However, our knowledge concerning co-creation models for increased in-
novation and societal change is not well researched, “Despite growing interest
in co-creation, scholars call for more work in this important area of research”
(Frow et al. 2015: 463).

The purpose of this article is therefore to further examine models for co-
creation between large and small firms. Co-creation is in this article viewed as
a particular form of open innovation and as a purposive process, distinct from
other concepts such as corporate accelerator, corporate incubator, co-location,
platforms, and startup programs that all can include activities of co-creation in
their processes for corporate-startup collaboration.

The sections below start with methodology and a theoretical framework in
the form of general models for corporate-startup collaborations (both equity
and non-equity forms). Next come a literature review on co-creation for in-
creased innovation and what is known about co-creation as a non-equity
corporate-startup collaboration model. This chapter will be followed by a dis-
cussion, conclusions and implications.

TRIPLE HELIX 7 (2020) 227-249



234 STEIBER AND ALANGE
2 Methodology

The authors’ research began in 2014 with an initial search for approaches for
large firms to accelerate innovation by using an open innovation approach fo-
cused on collaboration with startups. Open innovation is here defined accord-
ing to Chesbrough (2003):

Open Innovation is a paradigm that assumes that firms can and should
use external ideas as well as internal ideas, and internal and external
paths to market, as the firms look to advance their technology.

An abductive approach (Dubois and Gadde 2002) was followed, in which the
authors’ empirical research began with identifying and contacting large com-
panies that use various models of corporate-startup collaborations. Through
interviews with 30 large companies across Europe and the US, several different
corporate-startup collaboration models were identified (Steiber and Alénge,
2020). In addition, a follow-up study was initiated in 2017, involving initially
seven, and later in 2019, nine Swedish multinational corporations. Six of the
nine were part of the authors’ earlier research between 2014 and 2017, and
three were new. The purpose of this follow-up study was to deepen the knowl-
edge and further examine and understand benefits and challenges with each
identified model for corporate-startup collaboration.

Aldnge et al. (Steiber and Alédnge, 2020) identified eight different corporate-
startup collaboration models currently applied by large firms in the West. Four
of these are equity-based models, and four are non-equity based. In several of
the non-equity based cases, the local government had contributed with fund-
ing. Therefore, in those non-equity models, three rather than two stakeholders
exist, the large firm, the startups, and the government.

This article will focus on one of the non-equity based models, namely “co-
Creation”. After selecting co-Creation as the scope for the study, a systematic
literature review was conducted in May to August 2019 on “co-creation” for in-
novation and co-creation as a corporate-startup collaboration model specifi-
cally. As was mentioned earlier, several stakeholders, such as the corporation,
the startup, and the government, could be involved in funding the co-creation
model, why both business and social objectives could co-exist.

For the literature review the methodological guidelines of Webster and
Watson (2002) were followed. The research areas were defined as: co-creation,
co-creation and startup collaboration, as well as co-creation and metric, co-
creation and evaluation, co-creation and performance, co-creation and effect,
and co-creation and impact. The goal was to conduct a review of the scientific
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literature from 2009 to 2019 in order to identify findings more relevant for
today’s economy. After defining the research scope, keywords such as: “co-
creation”, “co-create”, “

were used.

” « ” «

co-design’, “co-develop”, “co-produce’, and “co-innovate’,

Academic literature matching any of these search strings were searched for
in the databases:

EBsCO and Business Source Complete, ABI Proquest and Proquest Disserta-
tions and thesis, JSTOR and Business, ScienceDirect, as well as Google Schol-
ars. The databases were selected as they index most significant journals and
conferences, as well as dissertations in the management domain. As a first
step, titles and abstracts were manually screened. Articles rated A by the au-
thors were articles that are literature reviews on co-creation.

Articles focused on specific co-Creation cases were classified as B articles.
Finally, articles that were not directly relevant to the purpose of this article
were classified as C articles and excluded. The result arrived at a final of 30
scientific articles, which were analyzed in detail following Webster and Watson
methodology (2002).

The results from the literature review were then discussed in relation to one
of the case studies of ‘co-creation’ that was part of the authors’ empirical study;
GE Appliances’ FirstBuild (Aldnge and Steiber 2018; Aldnge and Steiber, 2019).
The data for this case come from interviews with one of the founders of First-
Build, supplemented by secondary data, including from the FirstBuild homep-
age and communication platform and a recent article that detailed the devel-
opment of FirstBuild and its performance metrics (Hagel et al. 2018).

3 Theoretical Context: Corporate-startup Collaboration Models

The Internet, cheap information processing and artificial intelligence, as well
as cloud technology and Internet of Things (IoT), have not only shortened
product life cycles in many industries but forced companies to increase their
focus on both business- and operational model innovations (Ghosh et al. 2017).
At the same time, IT and the Internet have also enabled greater collaboration
with various partners outside the firm, which has led large firms to test new
collaborative models with startups.

Chesbrough (2003) developed the open innovation concept from observa-
tions of inbound and outbound streams of technology at large firms. The fast
technology development in most industries is now increasing the emphasis on
startups’ role in corporate innovation, as the strength of small technology
startups is their ability to develop not only new product and process innovations
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rapidly and test them on ‘early adopters’ (Rogers 1995), but also to develop en-
tirely new business models. For large firms, technology startups can also allow
the large firm to be part of the construction of totally new entrepreneurial eco-
systems (Drori and Wright 2018), otherwise maybe not available for the large
firms. The main weakness with startups is their limited ability to scale up for
high-volume operations (Autio et al. 2018). Large firms typically show the op-
posite areas of strengths and weaknesses. This has led some authors to suggest
cooperation in which the large and the small firm play interactive and comple-
mentary roles (Rothwell and Dodgson 1991; Prashantham and Birkinshaw
2008).

Weiblen and Chesborough (2015: 67) reported: “During the last few years...
corporate efforts to reach out to the startup ecosystem seem to be on the in-
crease. In its quest for speed and innovation, the tech industry, in particular
has produced a variety of ways of engaging with startups.”

The literature review and empirical research conducted by Aldnge and
Steiber (2018) delved deeply into various corporate strategies for corporate-
startup collaboration for increased corporate innovation. Eight different mod-
els were identified and presented in a two dimensions framework in Aldnge
et al. (Steiber and Aldnge, 2020). The dimensions in the framework are; the di-
rection of the innovation process (“outside-in” or “inside-out”), and if the large
firm take equity or not in the startup. The eight different models are briefly de-
scribed below.

4 Corporate Venturing and Acquisition

One approach is corporate venturing, investing in external startups of strategic
interest, and some of these may be acquired at some point. The other approach
in which the large firm take equity in the startup is acquisition, a common way
of obtaining assets developed elsewhere — including technology, talent, com-
petencies, and/or patent portfolios (Steiber and Aldnge, 2020). Acquisitions
and corporate venturing are the oldest models of the eight. Venture activities
first appeared in the 1960s and has mirrored the industry as a whole (Gompers
and Lerner 2000).

5 Internal Corporate Incubator and Corporate Accelerator
Large firms have realized the need for rapid learning. The work of Steve Blank

and Eric Ries (Blank 2005; Ries 2011) introduced the “lean startup” methodology,
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which has influenced the design of two other collaboration models: internal
corporate incubation, where internal ideas may lead to spinout companies,
which put internal assets to use and can also potentially be reacquired later,
and internal accelerator programs, an intensive, shorter program in which co-
horts of (here internal) idea providers are coached to take their ideas further
(Cohen and Hochberg 2014). Both are here viewed as equity-based models for
collaboration with a focus inside-out (Steiber and Aldnge, 2020).1

6 Platform and Corporate Startup Programs

By platforms it is meant a large firm’s proprietary platform, e.g., Android or iOS.
The “Platform model” is an Inside-out approach in which the larger firm invites
complementary external startup innovation to advance existing corporate in-
novation (the platform), but also to strengthen the large firm’s ecosystem
(Steiber and Alédnge, 2020).

The primary purpose of setting up a Corporate Startup Program such as e.g.
Google for Startups, is for the large firm to support entrepreneurs with access
to the large firm’s products, services, or other assets and thereby sustaining or
even expanding the ecosystem around the large firm’s products and services.
The ‘platform’ and the ‘corporate startup program’ are both examples on non-
equity collaboration models and are rather new concepts from the 2000s. For
example, NTT DoCoMo’s i-mode platform was launched in 1999 and both Ap-
ple App Store and Google’s Android platform were launched in 2008. Google
for Startups was launched in 2018 (formerly Google for Entrepreneurs launched
in 20m).

7 Co-creation and Co-location

Finally, Co-creation and co-location as models for corporate-startup collabo-
ration are both non-equity models focused on taking external innovation in-
bound to the benefit innovation processes in large corporations. Co-creation is
a management initiative, or form of economic strategy, that brings different
parties together (for instance, a company and a group of customers), in order
to jointly produce a mutually valued outcome (Normann and Ramirez 1993;
Wikstrom 1996; Prahalad and Ramaswamy 2004). Prahalad and Ramaswamy
(2000) initially primarily focused on the co-creation benefits of the more
connected and empowered consumers and it was not until 2010, Ramaswamy
and Gouillart (2010) expands the concept to more stakeholders.
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Business co-location is the placement of several entities in a single location.
Co-location as a concept has been used in many industries, e.g. fast food stores,
airports, data centers and more. In the context of co-location of tech startups
close to a host corporation, co-location is a rather new phenomenon. Co-
location initiatives for startups commonly offer co-working space for a low
rent, some business services, but also in several cases access to the large firm’s
equipment and lead researchers (Steiber and Aldnge, 2020).

8 Literature Review on Co-creation

Co-creation, as described above, is one of several non-equity models for corpo-
rate-startup collaboration. The concept was, however, initiated in a service
context, as a service is in some way always recreated in the moment of produc-
tion when the supplier meets the customer.

Normann (2001) outlined and described co-creation processes where the
user has an important role. As was mentioned earlier also Prahalad and Ra-
maswamy (2000) initially focused on the benefits of the more connected and
empowered consumers. However, in the last decade; “the frame of reference
has been extended to an emerging business and innovation paradigm that
leads to the need of “changing the very nature of engagement and relationship
between the institution of management and its employees, and between them
and co-creators of value — customers, stakeholders, partners and other em-
ployees” (Ramaswamy 2009).” In fact, co-creation is an essential force in any
“dynamic innovation ecosystem because a continual realignment of synergis-
tic relationships of people, knowledge, and resources is required for growth of
the system and responsiveness to changing internal and external forces...”
(Huhtamaéki et al. 2011). The platform economy address opportunities for cor-
porate-startup co-creation through digital platforms (Korhonen et al. 2017).

In fact, the co-creation concept has increasingly been used for various in-
novation processes, including inputs from lead-users, makers, and smaller
firms. Vargo et al. (2008) argue that the service-dominant (SD) logic provides a
perspective that can be useful in value co-creation in service systems, and ac-
cording to Hughes (2014) also among triple helix stakeholders, which include
stakeholders such as government, universities and industry.

In addition to an expansion of actors that could be of interest for a corpora-
tion to co-create together with, co-creation is also found in the different steps
of a value chain. For example, there has been an increasing interest and several
articles about specific ways to co-create during the idea phase (Hughes 2014).
Crowdsourcing of ideas is increasingly practiced in the industry, either with
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participation from within organizations or with participation from designated
communities, or open for anyone who likes to contribute with an idea. There
are basically two approaches to crowdsourcing ideas, either to present a clearly
defined problem that needs a solution or to present challenge areas in search
of new innovative approaches, i.e. a broader way of inviting to idea generation
(Aldnge and Steiber 2018). Sometimes co-creation includes hackathons where
idea providers also have the opportunity to go directly into a maker space in
order to design and develop (co-design, co-develop) a first simple demonstra-
tion prototype within a very short time period, e.g. 48 hours. There are compa-
nies specializing in facilitating maker events including both building commu-
nities and establishing physical labs where makers for a very limited fee can
access advanced metal and wood working machinery in order to build func-
tional prototypes (Aldnge and Steiber 2019). Mark Hatch, the co-founder of
one of the pioneering makerspace organizations, TechShop commented that:
“Average people pay a small fee for access to advanced tools ... All they have to
bring is their creativity and some positive energy. Prototypes of new products
that would have cost $100.000 in the past have been made ... for $1.000 ... giving
rise to successful new business ventures” (Hatch 2013). Through the internet,
the Maker Movement has expanded to global reach and today companies orga-
nize their innovation processes benefitting from input from makers.

Co-creation in the form of co-development was, however, initially linked to
the development with lead users, e.g. technically advanced users of scientific
instruments (Von Hippel 1976). Later on, Von Hippel (2005) and others broad-
ened their focus to other advanced end-users, but also actors such as startups,
e.g. through digital platforms. The co-creation between corporations and start-
ups could, however be challenging as Islam et al. (2017: 1029-1030) point out:
“Currently, collaboration between incumbent firms and start-ups is enjoying a
resurgence through the pervasive phenomenon of digitalization”, and that “re-
searchers have found that, when the two work together, it is a balancing act, as
it is a cooperation and competition at the same time”. Co-production in the
sense of involving customers in the production of goods and services have
been quite well researched and Bendapudi and Leone (2003) state: “customer
participation in the production of goods and services appears to be growing”.
In regards to corporate-startup co-production, some interesting research can
be found, e.g. Fochler (2016) pointed out that biotechnology researchers found
startups to be centers of knowledge production, and Rise (2002) investigated
the co-production between corporate incubators and startups joining the
incubator.

However, even if we did find some research on co-creation between cor-
porations and startups, co-creation models based on corporate-startup
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collaboration is not well researched: “Despite growing interest in co-creation,
scholars call for more work in this important area of research” (Frow et al. 2015:
463). Further, Valkokari et al. (2017) point at the importance of “orchestrating
innovation ecosystems” and emphasize that all companies need ecosystem
competence that is defined as “ability to manage dynamic strategic interac-
tions related to innovation”. Finally, not only research on how to design and op-
erate co-creation efforts between corporations and startups, but also research
on how to measure those initiatives’ business and societal effects is lacking.
There are in fact very few articles that focus on metrics and evaluation of co-
creation efforts (Pei 2017). Most articles identified in the literature review were
focused on evaluation/performance/impact through co-creation with cus-
tomers and consumers (e.g. Fuller et al. 2009; Fuller 2010; Piller and Ihl 2013;
Nishikawa et al. 2013; Karpen et al. 2015;) or between supplier and customer
(Enz and Lambert, 2012; Vesalainen et al. 2017). Some recent articles focus on
evaluation of co-creation in networked collaboration platforms (e.g. Maciuline
and Skarzauskiene 2016). Some articles focus on identifying factors influencing
the success or antecedents of co-creation, e.g. Frow et al. (2015), who argue
that managers can use their model to identify opportunities for co-creation.
Further, based on 30 interviews concerning enabling factors for collaboration,
Islam et al. (2017: 1038) found that “the enabling factor most frequently stated
by experts from incumbent firms was; ‘Perceived (increased) Innovation Per-
formance’ Referring to extant research, Islam et al. (2017:1039) added that “the
results of the interviews illustrate that none of the collaborations observed had
a clear definition and expected output, even though, according to Weiblen and
Chesbrough (2015), this is essential in a collaboration process.” Hence, to date,
there is relatively little empirical work addressing co-creation from a perfor-
mance perspective.”

9 Firstbuild: A Case Study

FirstBuild was created in 2014 as an independent unit but wholly owned sub-
sidiary of GE Appliances (GEA). The launch of the new venture was to allow for
product and business model development in an open innovation environment
that is not restricted by the incumbent’s culture and established way of orga-
nizing. However, GEA’s local partners such as the University of Louisville, the
city, and the state government also had objectives with the launch, such as to
provide local inventors and students a place to test their ideas in real time.
GEA had earlier been trained in, and tried the lean startup methodology
with the creation of MvP (Minimum Viable Products) and rapid market tests
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(Ries 2011; Blank 2013) but found it difficult to implement the new methodolo-
gy within the regular GEA organization. FirstBuild, on the other hand, that
takes its inspiration from lean startup and startup companies’ nimbleness, has
the freedom of running the company as a small startup. It can develop small
initial batches of new product concepts, finding new ways to reach customers
and obtaining real-time feedback from them, including how much they would
be willing to pay for the new product. While GEA was acquired by the Haier
Group in 2016, FirstBuild remains a subsidiary and independent innovation
unit for GEA and is supported by the Haier top management (Aldnge and
Steiber 2019).

FirstBuilt presents itself at the homepage as “a global co-creation commu-
nity that harnesses the brainpower of the maker movement to change the way
major home appliances are conceived, designed and manufactured” (see First-
Build homepage).

Through an online forum and a physical state-of-the-art microfactory on the
campus of the University of Louisville, FirstBuild speeds products from mind
to market and enables customization through small batch production, with-
out the costs and risks of traditional mass manufacturing. FirstBuild has an
internet-based communication platform to enable crowdsourcing of ideas and
crowd-decision-making concerning the future of ideas and product prototypes
being developed. This platform was designed based on support from Local

Motors, which had a similar platform in use at the time FirstBuild was con-
ceived (Aldnge and Steiber 2019). The FirstBuild mission is to “Invent a new
world of home appliances by creating a socially-engaged community of home
enthusiasts, designers, engineers, and makers who will share ideas, try them
out, and build real products to improve your life.” The goal is to co-create new
product and business model innovations with startups and individual makers
from the community as contributors: “Our co-create platform was made for
makers. It is the place where all of our community’s ideas come together.”
(FirstBuild homepage).

From a societal perspective FirstBuild points at that “Everything we do will
benefit our community of engineers, designers, fabricators and home enthusi-
asts. We will empower the individual maker by facilitating innovation from
mind to market through a collaborative design-build-sell process.” FirstBuild
also emphasizes their goal “to build a sustainable co-creation community
through recognition and attribution while advancing the environment, con-
tinuously improving the safety and well-being of diverse societies.” and that
“We will create value by rapidly delivering better products that improve the
lives of our community and our customers.” (FirstBuild homepage). The micro-
factory is located in direct vicinity to the University of Louisville, and is open
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for interaction and contributions from faculty and students, who also are part
of FirstBuild’s community. Recently, FirstBuild has been launched in two new
locations, in China and India.

The starting point for FirstBuild was a frustration inside the R&D unit of GE
Appliances over the fact that the time to market was very long going through
the large corporation’s “R&D to market process”. Thus, when FirstBuild was
started in 2014 the key measurements of success to be used in the annual
review were “How can we be innovative? and “How can we work faster at in-
novation cycle, and shorten time to market? and “How can you get products to
market faster?” In the parent company the average time from idea to market
was 4 years and FirstBuild set an ambitious goal to reduce this time to 4 months,
which was reached in its 3rd year of operation, in 2016. The objective was also
to bring better products to the market faster, i.e. new and innovative products
that “the customer wants, when they want it”. To reach the goal of better prod-
ucts to the market faster, First Build needed to increase the number of ideas
and products that they receive feedback on from customers.

According to Hagel et al. (2018), FirstBuild tracked two sets of metrics — one
focused on financial results for the parent company, the other showing what
FirstBuild employees believed mattered most. These metrics included: “how
fast the FirstBuild community was growing, what the engagement levels were,
and the quality of products under development (measured by the response to
products, such as number of preorders and time to funding goal on the plat-
form, along with social enthusiasm of buyers of the product). These were im-
portant metrics, albeit numbers without an immediate, tangible financial
result tied to them” and they continued “The community’s size, engagement,
and the number of products and prototypes released are important indicators
that get past simply tallying the revenues from the group’s successful products.
They sacrifice some short-term results, continuing to push boundaries with
new product types and focus on reframing risks so that they can act to learn
rather than play safe to avoid failure” (Hagel et al. 2018: 9).

FirstBuild does not wait for traditional market data to make decisions, in-
stead the real-time customer reactions to new ideas/products that FirstBuild
obtains through its on-line platform become decisive also for if a product will
be put on the market or not (e.g. the number of preorders is an indicator for
this decision based on what real customers are willing to pay for). Sometimes
this has gone contrary to what the FirstBuild employees expected, but in that
case the customer data is decisive (such as in the case of a coffee maker that
was assumed to be successful in the market — but was stopped after limited
preorders). However, even if stopped the FirstBuild culture is to always learn
from the failed project and in some cases a shelved product has returned in
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another setting, such as the filtered water pitcher that was stopped as an add-
on product for customers’ current refrigerators but got new life as a standard
component in all new refrigerators produced by the mother company. Also
crowdfunding data is used for decision-making and products, which are not
meeting its funding goal, can also be discontinued. The experience from using
Indiegogo, a major commercial crowdfunding organizer that frequently orga-
nizes funding for startups, is that FirstBuild’s product ideas reach many poten-
tial customers and investors that contribute data on the relative attractiveness
of the product proposal through their investment decisions.

In early 2019, FirstBuild was launched also in India, once again with the sup-
port of local partners such as the state of Telangana and the country’s largest
makerspace, T-Works. The investment in India is the third, after the launch in
Louiseville and in Shanghai. Even if we don't have any actual metrics, other
than a very shortened product development cycle, the launch of FirstBuild
both in China and India indicates that the effects are positive, for both GEA
and for local partners.

10 Discussion

Co-creation has historically been discussed mainly from the perspective of
corporate-consumer collaboration, e.g. in the production of new goods and
services. Over the years, the concept has widened to include suppliers, and
new players such as makers. In the last decade, co-creation with new actors in
the corporate’s innovation system, e.g. startups, is increasingly being recog-
nized. This form of collaboration, between corporations and startups, has been
acknowledged to have a high potential for value creation for both firms, based
on each actor’s different strengths.

However, as was presented in the literature review, co-creation between cor-
porations and startups is a rather new phenomenon and more research is
needed in this specific field. One reason for this is that local/regional/national
governments seem to primarily fund non-equity models for corporate-startup
collaboration. They therefore need to know more about how to design and op-
erate this kind of model for corporate-startup collaboration. In addition, they
need to know if this kind of investment pays off in an increased competitive-
ness of the large and the small firm, as well as creating a stronger local innova-
tion system and new jobs. However, Pei (2017) states that: “One of the most
essential problem in value co-creation is the development of comprehensive
conceptualizations and measurement scales of value co-creation”. For this rea-
son, there is a need of more research on metrics and evaluation of co-creation
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efforts. Types of metrics that could be of extra importance for all three stake-
holders, the corporation, the startup and the local government, supporting the
co-creation initiative are; Financial metrics (e.g. increase in revenue and/or
profitability, increased ROI on new development projects, and more), Mar-
ket metrics (e.g. new market and/or product segments), Innovation metrics
(e.g. metrics on input for innovation (number of patents/resources), number
of innovation projects in pipeline due to the collaboration, and metrics on
actual innovation output (e.g. number of new product-process-marketing-
organization innovations), and finally Network metrics (e.g. the growth of a
technology/sector network, the corporation’s dynamic importance in this net-
work, the startup’s growing importance in this network, and the robustness of
the network, as well as the total value creation as part of the GDP, generated by
the network).

FirstBuild is one case study on how co-creation between a corporation and
startups could be designed and followed up with metrics. While the concept
co-creation and presentations of measurements of co-creation performance is
kept to a minimum in research literature, FirstBuild has developed structures
and means for co-creation with startups and other actors and is tracking its
performance in an elaborate way linking to goals and recognized factors that
directly influence the outcome. In the FirstBuild case, time to market with new
products is crucial. Therefore, the metric: average time from idea to market is
important for FirstBuild and has been focused on. In addition to this, the com-
pany has two sets of metrics-one focused on the financial end result for the
parent company, and the other showing progression, or traction metrics such
as; growth of FirstBuild community, engagement level of community, and
quality of products under development (with indicators such as amount of
preorders and amount of crowdfunding).

FirstBuild’s focus has been on shortening the time to market and improving
the customer experienced quality of its offerings. However, as the launch of
FirstBuild is done in collaboration with the local government, as well as with
local makerspace (as in the case of India), or with local universities (as in the
case of China), more metrics than the one identified by Hagel et al. (2018)
should exist for FirstBuild’s other stakeholders.

As could be seen in the case of the launch in Louiseville, other kind of goals
come into the forefront, such as support to local inventors and startups, as well
as job creation. To a certain extent these goals could overlap, e.g. a large firm
strengthening its ecosystem, where startups are important actors, could also
contribute to government’s goals of creating more jobs. However, the different
stakeholders’ objectives could also contradict each other such as in one of the
authors’ case studies in which a firm incubating startups, don’t want them to
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grow to quickly in number of personnel due to the increased salary cost, but
where local government wants as many jobs as possible created. This points
to the importance of clarifying goals and developing measurements from
a multi-stakeholder perspective, something that was not found in previous
research.

1 Conclusions and Implications

The conclusion is that more research is needed in the area of co-creation mod-
els between large and small firms, as well as on metrics of the effects from
corporate-startup co-creation. The case study of FirstBuild shows that the
company use several types of metrics to evaluate the initiative’s perfor-
mance and progression. This data should be included in future research. Lack
of research in this area implies that corporations, investing in this kind of
efforts with startups, do not actually know if the investment pays off, or not.
Further, they can't benchmark their own outcome with other large firms’ out-
come, investing in a similar co-creation model. For the same reason, start-
ups can't really measure the value for them, e.g. in increased growth rate, and
government can't show that invested tax money is giving any real benefits to
the local society. To conclude, co-creation between large firms and startups
and its effectiveness in regards to different metrics, is currently a big knowl-
edge gap in current research. Much more research is therefore needed in this
area.

Endnote

1. While the first corporate incubator was established in New York in 1959 it
was not until later the concept disseminated to Europe in the 1980s. The
Corporate accelerator is a rather new phenomenon and the first corporate
accelerator was established in 2005 (Bauer et al. 2016).
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