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INTRODUCTION

Innovation is not just a matter of a competitivevaatage anymore, but a matter of
survival. Companies’ sustainability can be achiewely by thinking ahead and finding
new solutions, which include organizational develepts as well as developing new
products. But it is very hard to predict what produand services assure increase in the
number of customers, what the business strategylgihe in the dynamic and complex

external environment, which causes uncertainty athaufuture.

Looking back to the period since 1991 when Estamigained its independence,
Estonia’s economy has done major leaps to catctheigevel of West-Europe in its
development. In the present thesis information @mmunication technology (ICT) as
one of Estonia’s most developed parts of economgken as the context of analyzing
innovation. Before the year 1991 the developmenthef ICT had very small global
influence due to the restrictions of the Sovietdgnihat prohibited communication with
the rest of the world. Thus, when Estonia achieitedindependency in 1991, the

changes that occurred in the ICT sector were immens

In the present thesis the author studies the thrbatlveen strategic decision making
and innovation to find out what kind of factorslugnce strategic decisions that lead an
organization into innovation in order to show thgngicant role of organizational
environment on innovation. So far we have seenrthevation mainly in well-known
manifestations like mobile parking, e-elections)y@k online entrepreneurship etc,
solutions achieved in this century. But how hauation developed in companies that
were established already at the beginning of 1988at have been the main sources for
innovation there, this is the issue in the preseesis. The 1990s and the beginning of
the 2000s is an interesting period to observe lsecahe quick development of

technology has introduced the comprehension amooigoenists and publicity that ICT



is one of the technologies that at the present krads the shift of world’s technologic-
economic paradigm (Kalvet al2002).

The period of the 1990s was a time for rapid changEstonia. Especially the ICT
companies had to be quick and aggressive in theiisibns to catch up with the
standard in the world’s ICT developments. At thatet the companies made their
strategic decisions naturally according to theuwmstances rather than on innovation
reasons. The strategic decision making has to lhekeuin the ICT field than in
traditional companies because the development ef wiorld’'s ICT is immense.
Because of that, the effect of strategic decisionsinnovation should appear much
faster than in a traditional company. Today mantolian ICT companies think they
are most innovative in the region of any type aifawation and that makes it more

difficult to get an objective estimation of innomat from these companies.

Therefore it would be reasonable to study ICT camgmthat were established already
at the beginning of the 1990s when innovation wa$ yet conscious in these
companies. This allows estimating how innovatiors levolved in Estonian ICT
companies and analyzing the strategic decisionsthed influencing factors more

impersonally.

Consequently from the previous discussion the dinth@ present master’s thesis is to
find out how strategic decisions have resulted ninovation in the context of the
organizational environment, using the exampleshef Estonian ICT companies. To
accomplish the posed aim, the following assignmea&sl to be fulfilled:
1. Analyzing the theoretical framework of innovatiamdethe types of innovation;
2. Bringing out important aspects of strategic decisimaking, including the
explanation of the role of organization's exteanad internal environment;
3. Conducting an empirical study on the cases of tlis®nian IT companies:
MicroLink, Regio and Ordi;
4. Analyzing the development of the case companies;
5. Bringing out the main aspects how strategic desssizave evolved and resulted
in innovation and what have been the influencingdiss of the organizational

environment, based on the analysis of the three staslies.



Guided by these assignments the present thesisstomdg two parts: the first part
creates the theoretical framework for the researahthe second part is the empirical
research on the developments of three Estoniand@iipanies. The theoretical part
explains the concept of innovation, strategic dens organizational environment and
the characteristics of the ICT companies. Thereaigloser insight to different
approaches of the types of innovation, mainly fougion the classification of the
OECD Oslo Manual (Onodera 2008): product, procesaketing and organizational
innovation. The nature of strategic decisions isalyed through the strategic
management process, including the essence of aggamal environment and its
impact on decision making. Finally, a conceptualdeiois derived to illustrate the
process of strategic decisions resulting in inniovatin the first part the author also
develops some research propositions to analyzagpkcability of different theoretical

approaches in the context of the Estonian ICT congsa

The empirical part of the thesis gives first, aboverview of the history of Estonian

ICT sector and an introduction to the methodologg eesearch outline. Second, three
Estonian ICT companies, MicroLink, Regio and Ondi ased for conducting the case
studies in order to analyze their development & ¢bntext of strategic decisions and
innovation. These three companies were selectealbedhey give the best overview of
an Estonian ICT company’s profile (both hardware aoftware) that has started its

business in the early 1990s and is now still active

Consequently, from the analysis of the case stutliesresults and implications are
brought out. The empirical research is based onatlalable material from public
sources, yearbooks and interviews with the CEOsatiner important members of the
case companies. The interviews were conducted bnugey 2007 with previous CEOs
and in April-May 2010 with present CEOs of MicrokirRegio and Ordi.

Hereby, the author of the present master's thessldvlike to acknowledge her
supervisor, Professor Maaja Vadi, for her suppad eommitment; the interviewees,
Allan Martinson, Rivo Noorkdiv, Sulev Sisask, Enaab and Teet Jagomagi for their
time and contribution; pre-reviewers, Rebekka Vadand Kalev Kaarna, for their
relevant remarks; Tiia Krass for the linguistic remtion, and Marek Tiits for the
additional material and for his comments about st ICT sector.



1. THE THEORETICAL FRAMEWORK OF INNOVATION,
STRATEGIC DECISIONS, ORGANIZATIONAL
ENVIRONMENT AND THEIR INTERACTION FROM
THE PERSPECTIVE OF ICT COMPANIES

1.1. The concept of innovation and the characteris  tics of ICT

companies

1.1.1. Different approaches to the concept of innovation

The chapter 1.1 gives a closer look to the definitof innovation from the perspective
of three different aspects: what doesvmean in the sense of innovation, what are the
perception levels of innovation, and what is thie raf adoption of innovation. After
that different approaches to the types of innovatudl be analyzed, which also help to
open the essence of innovation, and finally theazttaristics of ICT companies will be

brought out in order to see the peculiarity of waion in ICT companies.

One source of the high level of risk in innovatargses from some common failures to
accurately identify the nature and role of innomatin business. For example, it is
thought that innovation is expensive and takes time that innovation requires
hundreds of product ideas because the failure eedigh (see appendix 1 to know
more about common myths about innovation). It &lts from a proper definition of
innovation, and yet there exists a dilemma howetiineé innovation accurately. Is a new
idea already an innovation or is there more assunfeh speaking of innovation? The
origin of the term innovation comes from Schumpset€ét942) introduction of five
kinds of possible new approaches by entreprenawew. products, new production
processes (technologies), new markets, new orgamsaand new inputs. So it has to
be something that results in some visible or pgszechange. Change generally implies



innovation, in the basic sense of introducing sdwnet new into an environment. This
includes the rearrangement of jobs, roles, anccttres. It also includes rearranging
systems, since the process of change itself isyaovation (Cole 1994: 137). Van de
Ven (1986: 591) says that according to Zaltman,dannand Holbek (1973, in Van de
Ven 1986) an innovation isreew idea which may be a recombination of old ideas. As
long as the idea is perceived as new to the panptdved, it is an “innovation”, even
though it may appear to others to be an “imitatiohsomething that exists elsewhere.
But what if innovation in this case remains to lhstjan idea? Then there’s no

distinguishable change and it is not accurate yatsa an innovatiorper se

The approach of Pettigrew and Fenton (2000) encesibee approaches of Cole (1994)
and Van de Ven (1986) by defining innovation as hange that results in new
knowledge through a combination of new ideas, whichild mean organizational
innovation, new organizational processes and/aucstres or a recombination of
existing processes and structures. Pettigrew antbRdike Van de Ven emphasize that
these organizational changes should be perceivecheas by the members of
organization. But again is it enough that only memshbof organization perceive these
changes as new? Westland (2008: 6) brings out mp®rtant aspect of innovation
perception: “An innovation is a product or serwaéh a bundle of features that is — as a
whole — new in the market, or that is commerciaiz® some new way that opens up
new uses and consumer groups for it". So whennglkibout, for example, product
innovation, it should not just be the members afanization but also consumers who
perceive the change as new. Westland opens aatiffaspect beyond this very general
definition and emphasizes that different professiguerceive innovation in vastly
different ways, and each profession tends to definevation in terms of the parts with
which its members are familiaib{d). Thus, whatever the innovation is, it should be

perceived as new at least on one perception lexgdnizational, local or global.

Holbrook and Hughes (2000) emphasize innovatioriogal level, calling it market
innovation. They argue that “new to the firm”, menorganizational level in the
present thesis, should not be considered the poing for innovation, because in many
cases it is exactly the opposite — restoring théikty to an economy destabilized by
innovators. Instead, market with the potential costrs and competitors of the firm is



the environment where innovation occurs, and whemvation must therefore be
studied. But the author does not agree with thatabee innovation is no longer
optional, but necessary activity in every competitand sustainable organization; and
the first one who should perceive innovation shdaddhe organization itself. Another
issue is with global perception level, which me#rat innovation should be something
“new” (for example a new product) in the world cextt But examining new product
introductions typically suggests that only a snmpElcentage of all new products are

“new to the world products” — about 10% in someveys (Wind and Mahajan 1997: 3).

Companies are continually developing and changing order to assure their
sustainability. Therefore, innovation cannot bet jas idea; they definitely have to
introduce the idea into real distinguishable inrimra a new product, a new structure, a
new process etc. Knight (1967: 478) denotes thamdVation is the adoption of a
change which is new to an organization and to #evant environment.” Also
Damanpour (1991: 556) uses the definition of “adwpbf innovation” to encompass
generation, development and implementation of radsas and behavior. He refers to
innovation as the means of changing organizatidrether as a response to changes in
its internal or external environment or as a prg#m action taken to influence
environment. Both Knight and Damanpour includettven “adoption” in the definition
to imply that the organization has gone beyondcthception of a new idea and begun
to apply it. In the present thesis the implemeatafprocess of innovation is not in
focus, but instead it is important how an orgamiatievelops towards innovation and

therefore, the focus is on influencing factorshattdevelopment.

So far the discussion over innovation and its dtdims has focused on the phenomenon
new,which is necessary but not sufficient for innovatitt is important to understand
how innovation evolves and what important aspentsirscluded in the development.

Schoeret al (2005: 4) bring out the steps to innovation illaged in the figure 1.



Innovation = Invention + commercialization =
profit

Invention= Basic Research + creation of new
products and proces:

Basic Researc= Search for new knowled

Figure 1. The development from basic research to innovatomgiled by the author,
based on Schoest al2005).

Basic research is a long-term investment in gerlaralvledge creation, having little
thought about commercial applications and therefbexing more unpredictable
practical consequences (Henard and McFadyen 2008; Schoenet al 2005: 4).
Invention, in turn, uses the created knowledge ew rcombinations of existing
knowledge to create new products and processeselhenost inventions are the result
of novel applications of existing knowledge (Gr&@02). This may also be called
applied research, which by contrast to the basieaeh has fairly immediate practical,
and presumably profitable, ramifications. (Henardl aMcFadyen 2005: 503). Grant
(2002) denotes that innovation may be the resudt ihgle invention or it may combine
many inventions, but what is the most importanteasdor invention to become
innovation is the business model used to commézeidhe product. Moreover, this
business model has to be successful, including sitiy® change in company’s
profitability; otherwise there is no innovationsjunvention (Hamel 2000, in Schoeh
al 2005: 4).

Holbrook and Hughes (2000: 4) suggest that innomashould not be considered in
isolation from the competitive environment in whittte organization exists, because
innovation occurs within a competitive milieu. Hepmnovation should be noticed first
on the organizational level and then put in the petitive environment, making
innovation a tool to stay ahead of competitorscdnclusion, table 1 gives an overview
of important characteristics that are related te tlefinition of innovation and are

necessary to notice when speaking of innovation.
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Table 1. The characteristics of innovation.

Characteristic Explanation

New The assumption for innovation to occur is the
development of new ideas or recombination of
old ideas, new knowledge, new organizational
processes, structures or recombination| of
existing processes and structures.

Perceived Innovation has to be perceived as ndeast
on one level: organizational (members |of
organization), local (local markets) or global
(the whole global environment).

Adopted Innovation actually starts when new ideas o
knowledge are implemented in the
organization.

Commercialized Business model that “sells” the wratmn.

Supportive Innovation is a tool that should givel a
competitive advantage and helps to cope with
organization’s external environment

Profitable Innovation has to be profitable and itesu
some positive change.

Source: compiled by the author, based on Van de\d&6, Damanpour 1991, Henard
and McFadyen 2005.

It is important to keep in mind that innovation hasinclude all these characteristics,
starting from the development of a new idea thatpé&ceived as new on the
organizational, local or/and global level. Then iempenting the new idea into real
business and commercializing it in accordance whk organization’s external

environment and it all has to result in profitayilior the organization.
1.1.2. Theoretical approaches to the types of innovation

Besides the definition of innovation, it is also pantant to recognize different
typologies of innovation to understand the ess@f¢enovation better. The typologies
detailed in the literature are guided by severgleets, like the range of innovation,
orientation to market or technology, or organizadio features (product, process,
structure, people etc). Subsequently, the mainldgpes are brought out to show how

innovation may appear.

Henderson and Clark (1990) argue about the rotedafnical innovations that involve
apparently some modest changes to the existingnodmyrly, but that have quite

important competitive consequences. Their intenisoilo show different ways in which
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innovations differ from each other. Therefore, thkstinct between “the product as a
system and the product as a set of componentstrirefethat successful product
development should concern two dimensions (seefithee 2). First, component

knowledge, or knowledge about each of the coregdesbncepts and the way in which
they are implemented in a particular component;sswbnd, architectural knowledge or
knowledge about the ways in which the componerdsrdegrated and linked together

into a coherent whole (Henderson and Clark 1990: 2)

Architectural Knowledge

Preserved Destroyed
Preserved
Incremental Architectural
Component
Knowledge
Modular Radical
Destroyed

Figure 2. Types of innovation by Henderson-Clark (1990: dassification.

According to the figure 2 incremental and radicaidvations are extreme points along
both dimensions. Incremental innovations presemt laspects of the organization’s
production and marketing by refining and extendiag established design.
Improvement occurs in the individual componentst the underlying core design
concepts, and the links between them, remain theesgbid: 11). Incremental

technological innovations and innovations desighedmeet the needs of existing
customers are exploitative and build upon exisbnganizational knowledge (Benner
and Tushman 2003: 243). Radical innovations, orother hand, are exploratory since
they require new knowledge or departures from exgsskills (Levinthal and March

1993: 97). So both organization’s production andaketéng are destroyed, forcing the

firm to move on to new products and to establisie\@ dominant design.

In the case of modular innovations the productise atesign concept changes without
changing the product’s architecture. When talkifgpua production and marketing

channels, modular innovation keeps them intactioag as the firm can acquire the

12



component expertise needed to produce the innovgidestland 2008: 42). The

essence of an architectural innovation is the regoration of an established system to
link together existing components in a new way (@sson and Clark 1990: 12). It may
arise in response to the loss of demand for pregdudten the organization rearranges
components to come up with an ostensibly differpmdduct serving a different

customer base. The important point is that the atesign concept behind each
component — and the associated scientific and eegimy knowledge — remains the

same.

Most of the literature distinguishes mainly betweadical and incremental innovation,
leaving out modular and architectural innovatiorhatis also important in the present
thesis is to notice the technological aspect obuation and how it determines the types
of innovation. If the innovation incorporates teology that is clear, risky departure
from existing practice or if it requires both, tbghput (process) as well as output
(product or service) change, it is defined as @dmnovation. Incremental innovation
would be the opposite (Ettliet al 1984: 683). Wind and Mahajai1997: 3-4) also

handle the technological aspect and talk aboutemental and breakthrough
innovations. Incremental innovations refer to miradranges in technology, simple
product improvements, or line extensions that maliyn improve the existing

performance. In contrast, breakthrough innovatemesnovel, unique, or state-of-the-art
technological advances in a product category thptifscantly alter the consumption

patterns of the market.

Recent studies further differentiate two types idalithrough innovations on the basis
of their (1) advances of existing technology andd@parture from the existing market
segment (Benner and Tushman 2003: 242-243). £Zba@l (2003: 43) define the first

type as “technology-based innovations”, which adaopw and advanced technologies
and improves customer benefits relative to exispngducts for customers in existing
markets. These innovations are also called asqarslyi introduced radical innovations
(Chandy and Tellis 1998). The second type is ddfiag “market-based innovations,”
which departs from serving existing, mainstream kats. Market-based innovations
involve new and different technologies and createetiof fringe, and usually new,

customer values for emerging markets. Market-basetbvations that improve
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performance through subsequent development toel gperior to existing products
and that eventually overtake existing products iainstream markets are called

“disruptive innovations” (Bower and Christensen 3985-46).

The previous discussion about radical, incrementabdular and architectural

innovation showed that for a product or processeidnnovative, it is not assumed that
every innovation must be the first in the world.t Behat an innovation must have is a
sense of uniqueness to it, and if not radicallgntincrementally a product or process

has to improve over time.

A different typology from previous is given by Kiig (1967) who distinguishes
between four major types of innovations that colile either positive or negative
impact on the goal achievement of an organization:

1. Product or service innovations — introduction ofvn@oducts or services which
the organization produces, sells, or gives away;

2. Production-process innovations — introduction ofwnelements in the
organization’s task, decision, and information egstor its physical production
or service operations, the advances in the tecggalbthe company;

3. Organizational-structure innovation — introductiminaltered work assignments,
authority relations, communication systems, or farnewards systems into the
organization. Knight adds that this category ispart complementary to the
previous category since it includes the formalrextdons and authority relations
among the participants in the organization that established to form the
production process. Organizational-structure intioma includes the other
aspects of formal interaction among the peopléenarganization;

4. People innovation — changes in the people withim dinganization by first,
altering the personnel by dismissing and/or hiriaggd second, modifying the
behavior or beliefs of the people in the organaatvia techniques such as
education or psychoanalysis.

As one can see, Knight considers innovation haeitiger positive or negative impact
on the goal achievement of an organization, buhe present thesis profitability has
been taken as an important keyword when definingpvation. Therefore, the type

“people innovation” is not very obvious, becausegle may change in the organization
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all the time and it may be hard to determine hosmissing/hiring people acts as an

innovation and turns into profitability. In gener&lnight’s classification is very similar
to the types of innovation brought out by the Odlanual (Onodera 2008) that will be

considered in the empirical part of the presergithgsee table 2 for an overview).

Table 2 Main types of innovation.

Main type of Explanation Examples on IT solutions
Innovation
Product Introduction of a good or service | Nokia — sharp design, changes
Innovation that is new or significantly models rapidly, and adds featureg
improved with respect to its effortlessly, based on a close
characteristics or intended uses, | reading of customer desires.
including technical specifications,| Apple — introducing iPod MP3
components and materials, player
incorporated software, user
friendliness or other functional
characteristics in a product.
Process Implementation of a new or Wal-Mart using radio-frequency
Innovation significantly improved production | identification (RFID) as an
or delivery method. automatic identification method,
relying on storing and remotely
retrieving data using devices called
RFID tags or transponders.
Marketing Implementation of a new marketingAmazon — overturned retail
Innovation method involving significant distribution with internet
changes in product design or technology and a focus on the
packaging, product placement, | consumer experience.
product promotion or pricing. eBay — forged a new retail business
model based on customer power,
cheap prices and community.
Organizational | Implementation of a new Dell — superior business-process
Innovation organizational method in the firm’smodel built on ruthless cost-cutting
business practices, workplace and innovative in supply-chain
organization or external relations.| management.

Source Onodera (2008) with authors’ supplements, based/estland (2008)

Originating from product, process, marketing anglaoizational innovation types, Oslo

Manual defines innovation as follows: “innovatia an implementation of a new or

significantly improved product (good or service),pwocess, a new marketing method,

or a new organizational method in business pragtieeorkplace organization or

external relations”. Product innovation is defirsednew products or services introduced

to meet an external user or market need, and @wadoe®vation is defined as new
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elements introduced into an organization’s productr service operations (e.g input
materials, task specifications, work and informatftow mechanisms, and equipment)
to produce a product or render a service (DamangodirGopalakrishnan 2001: 47-48).
Knight (1967: 479) emphasizes that the innovatiba @ew product occurs when the
product is conceived, produced, and used and tiwvation of a production process is
complete only after it is in operation.

The types of product and process innovation arellyshandled together, because
developing a new product often needs developmdstsia processes through which
the product is produced. As Hill and Utterback (@985) denote, demands for greater
sophistication, uniformity, and lower cost in th@guct create an ongoing demand for
development and improvement of both product andg®e®. This in turn means that
product design and process design become morelyclmderdependent as a line of
business develops. While it has been establishedpttoduct and process innovations
affect each other, their pattern of interactiontta firm level is unclear. When, for
example, process innovation derives from producatowation, they may occur
sequentially; they may also complement each otmel @an occur simultaneously
(Tornatzky and Fleischer 1990, in Damanpour andaipishnan 2001: 48). At the
same time, the distinction between product and gg®cinnovations is important,
because their adoption requires different orgaimat skills. Product innovations
require that firms assimilate customer need pattedesign, and manufacture the
product; process innovations require firms to appighnology to improve the
efficiency of product development and commercidima (Damanpour and
Gopalakrishnan 2001: 48).

In addition to innovations in products and prodmatiprocesses, there are also
innovations in the marketing of products. The depeient of new marketing tools and
methods plays an important role in the evolutionirafustries. In recent years, for
instance, new ways of gathering consumer informatioough innovative marketing
programs and technologies have enabled firms threansumers more effectively and
use pricing strategies that were previously notsifda; new trading formats and
techniques (online stores, online ordering), haxgaeded the market for many firms
and potentially reduced consumer transaction c@Steen 2006: 101). Marketing

16



innovation can also be defined as commercial iniongTrott 2002: 20) meaning, for

example, new financing arrangements and new spf@each.

The literature about the fourth type of innovatie@nganizational innovation is rather
confusing. Most of the authors take organizationabvation as the board concept of
innovation and define it accordingly (e.g. Budrd¥@, Fichman 2001, Hage 1999).
Damanpour (1996: 694) defines organizational intiomaas a meaning on the
organizational level: the adoption of an idea ohawor is new to the adopting
organization. He also denotes that innovation iscetved as a means of changing an
organization, its organizational structures or adstiative systems, or new plans or
programs pertaining to organizational members. Téiglosest to the definition of
organizational innovation given by Oslo Manual, weheit is defined as the
implementation of a new organizational method ie firm’s business practices,

workplace organization or external relations (Omad2008: 7).

Alange et al (1998: 7) say that organizational innovation caeam innovations in
management practices, innovations in the adminiggr@rocesses or innovations in the
formal organizational structure. But, it can als® & new venture division, a new
internal communication system, or an introductiba aew accounting procedure (Trott
2002: 14). All these mentioned features refer tgaonizational change, but for
organizational innovation to occur, the change @megrhas to cover the keywords of
innovation definition discussed before. Organizaiochange is usually characterized
by three dimensions (Dawson 2003: 18):
1. The timeframe of transition from a present stata future state — is the change
occurring quickly or over a longer period of time,
2. The scale of change — from small incremental chaeg&arge-scale radical
change,
3. The political dimension of change — is change amtky organization
members or is it perceived as a threat and heralkenbed.

Hence, the change should be handled as innovdttbe change from the present state
to the future state occurs quickly, is large-scatel radical, and accepted by all
organization members. According to the charactesisif innovation, the issue is larger
than that. Besides these previous features org@maa innovation should also be
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accompanied with some new knowledge that is unane perceived as new by the
members of organization and it should be adoptedl @sult in some profitable

measurement. When talking about organizational ghait is not necessarily adopted
or noticed as something new; it may also not bempanied with any new knowledge
or profitability. Table 3 summarizes the differefmetween organizational change and

innovation.

Table 3.Dimensions of the differences between organizatiohange and innovation.

Dimension Change Innovation
Timeframe Longer period Quickly

Scale Incremental Incremental to Radical
Political dimension Accepted or challenged Accepted
Knowledge Not necessarily new New
Adoption Not necessarily adopted Adopted
Perception Not noticed or new New
Profitability Not necessarily profitable Profitable

Source: compiled by the author, based on DawsoB,Z08manpour 1991.

The previous analysis about marketing and orgapizalt innovation contributes to
better understanding of their content because, itdefifeir obvious importance, and
unlike product or process innovation, marketing amganizational innovation have
received little attention in the economics literatuAs Levitt (1960: 1) denoted already
in 1960 and which is still the attitude of many amgzations, it is a rare organization
that follows up with a solidly systematic prograrhmoarketing experimentation and
innovation. Marketing seldom gets the kind of aeti@nd continuing experimental
support that other corporate functions are so admthd getting. ,Where are the
marketing equivalents of the product-research-aakldpment departments -—
departments specifically charged with inventing arveloping marketing
innovations®, asks Levittiljid). Especially in the present conditions of economic
decrease many organization downsize first of @&irtmarketing expenditures, which in
turn may keep the opportunities for marketing iratean rather modest. On the other
hand, it may also lead to new ideas, how to mdsice¥ely market a product when
there is not much money to do expensive campagyms,this may result in marketing
innovation. But cutting costs works for a shortend-scale, especially, if in longer

time-scale organization needs extra financing tontaen sustainability.
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As seen from the figure 3, the interest in the @méshesis is to combine together the
approaches of Henderson-Clark and Oslo Manual, tangnalyze the occurrence of
radical, incremental, modular and architecturalowvation in case of product, process,
marketing and organizational innovation. The corabon of these types will be

handled on the organizational, local and globatllev

Organizational

Architectural knowledge
Preserved Destroyed

Incremental Architecturg T

o O

0 O

s 2

Product 318

Process 23

Marketing =1

Organizational 5
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Modular Radicg.§ @
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Figure 3. Combination of innovation types of Henderson-Claplproach and Oslo
Manual approach in the context of the organizatidoaal and global perception level
(compiled by the author, based on Henderson andk €800, Onodera 2008).

An important aspect is how to understand markedind organizational innovation in
the dimensions of component and architectural kadgé. As the modular innovation
requires new knowledge for one or more componelggying the architectural
knowledge unchanged, then in the context of margeitnovation it means that, for

example, an organization that uses its homepagenaarketing tool adds a feature of
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online sales to it. For organizational innovatienkte modular the basic design and
structure of an organization remains the samethaue are new divisions, like the R&D
added.

In case of architectural innovation the situatisnthe opposite; components remain
unchanged, but the architectural knowledge chanfjeghe context of marketing

innovation the components of a homepage remaisdhee, but depending on the status
of a customer visiting the homepage, there wilaltselection of components appearing,
which means that the linkages between different pmments change. When

organizational innovation is architectural, thea @hanges happen in the organization’s
design. For example, all the functions remain e but some divisions are allowed

to have home-offices, which means that the linkagfeveen the functions is changed.

According to the Henderson-Clark (1990) model amamental innovation will build

upon existing component and architectural knowledfenarketing is considered,
improvements in speed of information rotation repré one example of incremental
innovation. A new information exchange system betwalivisions that increases
efficiency and productivity would be the case ofamizational innovation being

incremental.

Finally, when a certain innovation revolutionizesttb component and architectural
knowledge it will be a radical innovation. In cask marketing innovation it would
mean that a homepage is changed into a tradingroemeent (e.g e-bay). An
organizational innovation would be radical, if thénole structure and functions are
changed to improve management quality; for examfileough mergers and

acquisitions.
1.1.3. Involvement of innovation in the characteristics oiCT companies

The present thesis concentrates on ICT compantkshanefore, the role of innovation
should also be opened regarding information teagylwhich is usually defined as the
use of computers and software to manage informg@iCD 2008: 33), and thus, an
IT company is a provider of information technolo@ut because of the convergence of

telecommunications and information technologiesr@@imanet al 2004: 317), IT
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could be handled as a synonym to ICT (informatiod @mmunication technology). In
turn, ICT activities are those that “process, dwlivand display information

electronically”, and ICT companies are those thadpce equipment, software and
services that enable those activities (OECD 2068: 3

According to Bullingeret al (2000) and The Global Information Technology Report
(2009) the characteristics of ICT companies arevohg:

e knowledge centrality;

e products are complicated and with high developmatet

¢ high importance of human factor;

e decentralized organization, home offices and pmoegnted teams;

e learning organizations;

e cooperation with universities and public reseanganizations;

¢ high internationalization rate, “think global, datal mentality”.

Bullinger et al (2000) open up the particularity of ICT companiedgginating from
several aspects. First of all, ICT companies ang/ \mowledge central, including
experience-based knowledge in the form of know-wkabw-how as the ability to
apply technical rules to complex problems, and kmdw as an understanding of the
system interactions. Second, ICT products are deatpd and with high development
rate, which means that time plays a significan¢ ial ICT product’s success. Their life
span is short and the value of the product dependsnowledge input rather than on
work. This brings up the third aspect — high impode of human factor in ICT
company’s capital, especially in software develgpoompanies, where workers carry

the most important production material around \lighm — their knowledge.

The fourth aspect is the size of an ICT companyiclwhs actually not important.

Instead, more competitive are those who are fagtigm in launching new products,
which means constant product development. Thiarim leads to the fifth aspect of ICT
companies, namely, how people work and how compaarie managed. ICT companies
are usually decentralized; hierarchical departmesttaictures are often replaced by
process-oriented teams with great deal of autondyrkplace is often not important
and work can be done even at home or where anrougyoroblem needs to be solved.
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These organizational characteristics are the faimudor creating organizations that
are capable of learning and that can react quickhd flexibly to changing
circumstances. (Bullingeat al2000)

Another group of important factors concerning IGmpanies originate from the ICT
industry. According to The Global Information Teology Report (2009: 105), the ICT
sector is one of the most collaborative sectomr dfte energy and chemical industries.
This includes collaboration for innovation (for exale with customers, suppliers, also
competitors), cooperating with universities and lpulvesearch organizations. An
important characteristic of ICT companies is als® internationalization rate, which is
higher than in many other industries. “Think glqledt local” is often the mentality of
ICT companies who offer products for a global matkat can be modified for the local
markets (Bullingeret al 2000:1479). This means individualization in massdpction
and concentrating on customer needs — the prodvetwith identical basic features but
with options implemented easily. Most importanttées are the product management,
marketing and sales teams that act according & tmnditions, considering the unique

culture of the customer base.

All these previously analyzed characteristics of I@mpanies are often a matter of
innovation and are necessary prerequisites forviaman to evolve in the first place;
and this makes the transfer of the definitions supes of innovation to the context of
ICT companies very logical. As seen from the figutemost of the important
characteristics of innovation are covered by tharatteristics of ICT companies. ICT
companies that differ significantly from these tgdiaspects should pay more attention
how to achieve the basic characteristics for infiomareasons, because the ICT-related

innovations are coming onto market at an ever-asirg pace.
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Characteristics of ICT companies Characteristics of innovation
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Figure 4. The characteristics of ICT companies as prere@sisif innovation (compiled
by the author, based on Van de Ven 1986, Damari#ft, Henard and McFadyen
2005, Bullingeret al2000, The Global... 2008).

The figure 4 gives an overview of the cause-andetffcorrelation between

characteristics of ICT companies and innovation.olledge centrality, high

development rate, short life-span of products, higportance of human knowledge,
learning organization, they all serve one purposé -create new ideas and new
knowledge. Next the perception levels could be gacxed, where high importance of
human factor refers that most probably the firsesgnwho perceive new ideas and
knowledge being new are employees, who themselvesk von these aspects.
Collaboration with competitors, universities andlpei research organizations helps to
bring new ideas from organization to the local nerland “think global, act local”

mentality increases the possibility of global atitem to occur. Successful innovation
implementation and adoption need devoted employees therefore decentralized
organizations, process oriented teams and homeesffcould be the necessary

conditions for innovation to succeed. Also, if amganization practices learning, it is
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definitely more open for implementing new thingshin the organization and more

willing to adopt innovation.

The collaboration with universities and public @®& organization could give new
knowledge about business models of commercializato it could be easier to
commercialize innovation through collaboration withmpetitors/partners. Even if not
in longer time-scale, but in short time-scale instoon definitely gives an organization
a competitive advantage and helps to cope withnizgtion’s external environment.
Therefore, the mentality “think global, act local&finitely sets some positive frames
for an organization to see threats and opportunitiets external environment and at the
same time collaboration with universities and puléisearch organizations could give
knowledge how to use these opportunities or hoavtmd these threats. Eventually, the
above-mentioned characteristics of ICT organizatigive them a good chance for
innovation to be profitable; otherwise it shoulddadled just a change that was a failure.
According to the connections brought out in theifegg4, the author seeks approval also
in the empirical part that these connections cdadddrawn and it is also a matter of
validity that the companies chosen for the casdéissypossess the characteristics of ICT

companies.

In conclusion, the present chapter brought out regévamportant aspects about
innovation in general, types of innovation and eltaristics of ICT companies in the
context of innovation. First of all, when talkindgpaut innovation, it is important to
recognize the necessary features it possesses$oliids be obvious for now, that
speaking about new ideas or new knowledge only sm@smean innovation in its
nature, but these new ideas/knowledge have to hbeeiped as new on the
organizational, local or/and global level. They &éae be adopted and implemented
throughout an organization, then a business maateinhovation commercialization
needs to be settled and if all this is happeningdoordance with the organization’s
external environment, the results are most likelyo¢ positive and the change can be

called innovation.

Secondly, when analyzing different innovation types may give much more
information about the nature of innovation when dua, process, marketing and

organizational innovations are combined with rallidacremental, modular and
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architectural innovation. The intention of the autlf the present thesis is also to get
the results in the empirical part by using this boration. Special attention is on
marketing and organizational innovation as theytheeleast investigated types and the

present thesis could contribute to the understanalirthese types more clearly.

Thirdly, as the present thesis concentrates ondfgjanizations, it is also necessary to
recognize their characteristics by putting theno ithe context of innovation. The
previous analysis showed that ICT organizationehgood prerequisites for innovation

to emerge.

1.2. The nature of strategic decisions and the infl  uencing

factors of strategic decision making

1.2.1. Strategic decision making process

The focus in the present chapter is on the essehatrategic decisions and what
influences the strategic decision making proceskereading the literature about
strategic decisions, the impression is rather cnfudue to the large diversity of
approaches and interpretations of strategic dectigieory. There is no comprehensive
theory that could take all the important aspectglifferent approaches together and
could serve as the bases for research on strategisions. Therefore, the most
reasonable way seen by the author of the presestisthvas to open the essence of
strategic decisions first, by bringing out theiffeliences from operational and tactical
decisions; secondly, determining the position ofatsgic decisions in strategic
management process and explaining the processrate@t decision making; and
thirdly, there will be a closer look into the orgaation’s internal and external
environment, managerial expectations and behaviorth@se are the factors that

influence strategic decision making.

There are several opportunities to define the eatirstrategic decisions, while the
author of the present thesis uses the approaciiffefemtiating between strategic and
operational decisions. A strategic decision is dhat externally repositions an
organization (or a business unit) in some way. fprational decision, in contrast, is

one that takes as given the desired position innihestry and then develops the means
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by which that position can be achieved. (Kenny 208§uratively speaking, strategic
decisions have to assure that an organization isgdaght things (what), and
operational decisions have to assure that thesggfare done right (how). Compared to
operational decisions strategic decisions are “mawre, have larger implications for the
ongoing competitiveness of the organization, impacte subsequent decisions, and are
more difficult to reverse” (Fleisher and Bensous2803: 4, Blythe and Zimmerman
2004: 370). It is important to distinguish betwestrategic and operational decisions to
form a clear strategy and effective operationshassticcess factors of an organization.

The relationship of strategy and operations hdsetm accordance (see the figure 5).

How Operations
What Effective Ineffective
C May work in short
S [ Psisécggg I;t::]e run, but_ i_ncreasing
t e organization competition make_s
; a success doubtful in
a r the future
t
e U
g n Success in short Failure in the past
y ¢ run, but doubtful and in the future of
L in the future an organization
a
r

Figure 5. Strategy and operations in the dimensions of effeéss and clearness
(Tregoe and Zimmerman 1979: 11 with the authorfgpgaments).

The figure 5 illustrates that clear strategy arfdaive operations are necessary for the
ongoing success of an organization, otherwise il.fdf the strategy is clear but
operations are ineffective, the result is uncertairthe success of an organization
depends largely on its ability to predict and copth the external forces such as the
economy and competition. Similarly, if operation® @&ffective but the strategy is
unclear, the organization may develop effectivelydome time, but the question is how
long? Sagieet al (1995) also talk about tactical decisions as ornee tpf change
decisions. They define strategic decisions as tnestipn of if the present situation
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should be changed and tactical decisions as th&igns of what and how to change, of
who should make the change, and so forth. Henctcah decisions are basically like
operational decisions but the difference is in ¢itaation — operational decisions are

continued whereas tactical decisions are concesitbdthe particular change.

For more clear specification of strategic decisitns reasonable to bring out the types
of strategic decisions that could be made in aaromgtion. It is important to recognize
that the types of decisions that are clearly siaten one industry may be less so in
another (Hicksoret al 1986). The types given by Dean and Sharfman (1986), who
in their research analyzed the strategic decismin4 companies from 16 different
industries and who got similar types to Mintzbet@l (1976) and Hicksoet al (1986),
are as follows:
1) Restructuring — shutting down part of businesslasiog a facility, allegation of
different facilities;
2) New product — adopting new manufacturing product;
3) Organizational change - creating a new structuegrganizing around
customers;
4) New process technology — adopting new equipmentarazed information
systems;
5) Marketing strategy — emphasizing new market segnestablishing a brand or
private-label,
6) Geographic expansion — selling products to foreigarkets, opening new
facilities within a country or abroad;
7) Diversification — moving into different purview, cmdening assortment;
8) New facility — constructing a new plant, mergerhnat different company;
9) Human resource strategy — adopting new compensaistems, worker
involvement programs;

10)Quality improvement — developing total quality etfo

The intention in the present thesis is to find which of these decision types mainly
explain the processes in ICT companies. Proceddimg their characteristics, it could
be assumed that the central decision making insludew products and process
technology, organizational change, human resoutcategy, marketing strategy,
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geographic expansion and new facility, while restiting, diversification and quality
improvement are the decisions associating supmpptiacesses in ICT companies. The
author will consider this assumption in the empiripart, while clarifying strategic

decisions made in Estonian ICT companies.

Proposition 1: Primary strategic decisions in ICdnspanies include new product, new
process technology, organizational change, markgesinategy, geographic expansion,
new facility and human resource strategy, whileoselary strategic decisions include

restructuring, diversification and quality improvent.

What also needs to be clarified is the positionsthtegic decisions in strategic
management process (SMP). The SMP can be definddeagrocess of developing
strategy (Price and Newson 2003: 184), which inetudtrategic analysis, strategy
formation and implementation, and assessment ategly implementation. Strategic
analysis should give an overview of organizatiogisrrent strategic position by
analyzing three aspects:

1. External environment — assessment of the naturieofenvironment through
industry analysis, market analysis, competitor gsialand identifications of key
opportunities and threats offered and posed bgtveonment;

2. Internal environment — assessment of organizatiostigtegic capability,
strengths, and weaknesses through the analysigr@nt results, identification
of core competencies, and value chain analysis;

3. Internal vs external environment — identifying tlextent to which an
organization’s current strategy is capable of aggWith changes in the external

environment.

After analyzing these three aspects the strategyldibe formulated and implemented
by the organization. Strategy formation involves ttetermination and evaluation of
strategic options and the choice of future coursieaction, and it should give the

direction and scope of an organization over a loigee period (Johnson and Scholes
2002: 10). But all this is worthless, if the stigtamplementation by the organization
fails. Therefore, it is very important to bring argzational features into accordance
with the formatted strategy, which includes change®rganizational structure and

design, resource planning and the managementaiegic change (Price and Newson
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2003: 185). Strategic management process showdratkide control over the strategy
implementation and assessment of how well the imptdation meets the goals
previously raised. Hence, strategic decision makingcerns the issues of strategy
formation, both operational and tactical decisiatncern the issues of strategy
implementation and also actions that should takeephfter the assessment of strategy
implementation. The figure 6 gives an overview hbe strategic management process

evolves and where the strategic decisions aretsdua

STRATEGIC
MANAGEMENT PROCESS

Strategic > Strategy Strategy Control and
analysis formation implementation assessment
1 v v
Strategic | | Operationaland |
decisions "| tactical decisions [~

Figure 6. The position of strategic decisions in strategi©ageement process (compiled

by the author, based on Price and Newson 2003).

As seen from the figure 6, the simplified explaoativould be that strategic decisions
are the result of strategy formation and operatiand tactical decisions are the result
of strategy implementation and control and assestmaetivities. The figure 6 also
emphasizes that operational and tactical decisgimsuld be in accordance with
strategic decisions. However, in the present thesigocus is on strategic decisions and
therefore operational and tactical activities af for future research. Although the
focus in the present thesis is on strategic detssia compendious overview of strategic
decision-making process (SDMP) could give betteteustanding about the sources of

different factors that influence strategic decisinaking.

Mintzberget al (1976: 246) define the SDMP as “a set of actiord dynamic factors
that begins with the identification of stimulus faction and ends with the specific

commitment to action.” The literature on this topsually identifies three basic phases
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of SDMP (Mintzberget al 1976, DIO International... 1983, Dean and Sharfma®619
Papadakis and Barwise 2002) identification, develept and selection phase (see the

figure 7).
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Figure 7. Model of decision making process (based on Minigleéral 1976: 266, with

the author’s supplements).

If the organization’s actual situation differs froen desired one, the necessity for
observation of this discrepancy emerges, becawse thight be a satisfactory solution
that takes the organization to the desired goacdg@nizing’ the problem situation is
usually the first step in the SDMP and it is folledvby a 'diagnosis’ of the problem,
which should begin with an exploration of the usudibrmation channels within the
organization. These two activities are integratedthie identification phaseof the
SDMP. As seen from the figure 7, thevelopmental phasiakes most of the time,
consisting of two basic processes; 'search’ fromeaaly existing solutions and
'designing’ new solutions or adapting existing altgives. Theselection phasecludes
'screening’, the purpose of which is to pick up best alternatives if a large number of
options are available; 'evaluation/choice’ stepugtia@onsist the evaluation of the most
suitable alternatives and then in the end, choos$ireg most satisfactory one; and
‘authorization’ is the final step in the SDMP indlng official endorsement of the
decision, which usually takes place at the tophef arganization (DIO International...
1983: 4). This was a brief overview of the SDMPqgass, which is also supported by

the parallel processes such as decision-makingaipmommunication and political
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processes (Mintzbergt al 1976: 260-263). But as the purpose in the predeater is
to find out what influences strategic decision-magkithere is no need to get into the
essence of the SDMP and therefore the concentratiothe next section is on

influencing factors.

Most of the literature emanates from similar asp&dten categorizing the influencing
factors of the SDMP. Schneider and De Meyer (19&tgorize factors which are
expected to influence strategic decision makingadlews: 1) managers’ individual

characteristics and group dynamics, 2) internalawnizational context, and 3)

environmental factors. In addition to context, dlse role and significance of the nature
of the decision problem should be considered. RPapa@dnd Barwise (2002) discuss in
their research about the influence of top managemenhe SDM process and they

present an integrative model shown on the figure 8.

CEO y EXxternal environment
characteristics:

Personality

*need for & v

achievement
*uncertainty

STRATEGIC DECISION

avoidance

Demographics MAKING PROCESS
*tenure

T™T :
characteristics: |~ Other controlling
*education fa(_:tors:

*competitive ¥--- *size of the company

*ownership type

aggressiveness

*decision’s magnitude
of impact

Figure 8. An integrative model of top management influencelenSDM processiid:

86, with the author’s simplifications).

Note: CEO — chief executive officer; TMT — top mgaaent team.

The figure 8 gives a good overview of the factofuencing the SDM process but what
is missing from Papadakis and Barwise model is idensd in the present thesis and

that is the influence of the organization’s intéreavironment on the SDMP. The
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organization’s external environment and other aiiig factors are also considered,
but the present thesis does not give a closer hhstg the top management
characteristics, because they are not seen impontdine context of the present thesis.
Only uncertainty avoidance is considered as it lssaly linked to organization’s

external environment.

Thus, the following section concentrates on thdseet aspects, giving the basic
understanding of under which circumstances an agton starts to form its strategy.
This is especially crucial because strategic dewssiinvolve the future of the whole
organization and they cannot be made in routine n@anbecause they relate the
organization to its environment (Cooke and SlacR1)9Table 4 gives the questions
that strategic decisions should answer concernimgh binternal and external

environment.

Table 4. Strategic questions in the context of organizatienaironment.

Environment Keyword Strategic question
Scope Where is the organization going to operaediphical
External markets, product/service, value chain etc)?
Complience How do the organization and its actsifiit to its
environment?
Capabilities To what extent can an organizationctnétte activities to
its resource capabilities?
Change What kind of changes need to be done thontighe
Internal organization? - .
Resources How to optimize resources (by allocadimh
reallocation)?
Decision What values, expectations, and goals do the decisio
maker makers have?
Internal/External Vision Where is the organization directing to ifoag run?

Source: Compiled by the author, based on Fleism@Bznsoussan (2003).

Resulting from these questions, there are mainty gwoups of issues an organization
should deal with when making strategic decisiongtermal environment and the
organization’s resources and capabilities (intereavironment). Both external and
internal environment affect decision making anddfare, strategy formatiobased on
the analysis of organization’s external and inteamvironment, is essential and has to
be made carefully. Carefully means here that tiragry factors that come into play are

always complex and always industry- and compangiBpe As Damanpour (1991)
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denoted, innovation is a response to changes intémal and/or external environment,

and thus, the source of innovation comes from bathronments of an organization.
1.2.2. Organizational environment as the influence of streegic decisions

When analyzing the influencing factors of strateggcision making, it is obvious that
we need to consider the organization's externalirenmnent as a major factor for
strategic decisions to emerge and lead the orgamizéo innovation. Therefore, it is
important to open the essence of external envirotraed the author brings out two
basic concepts that help to determine externalrenwient. One way is to distinguish
between task and institutional environment dependin how organizations establish
environmental relationships and what outcomes aegligted to result from these
relationships (Oliver 1997). The task environmeatationships emerge from the
economic rationality of organizations to obtain o@ges in order to acquire
organizational heterogeneity and, therefore susitdéncompetitive advantage (Dess and
Beard 1984: 53-54). Primary examples of strategisources are buyer-supplier
relationships, financial capital, technological Wnbow, labor force and reputation
(Phua 2005: 47). From the institutional environmeetspective, the context in which
decisions are made is affected by pressures oha@#ons to seek social conformity
and compliance with rules, regulations and normsy@®i and Rowan 1977: 342). This,
in turn, limits the extent to which organizations &ee to perform their core tasks.

Oliver (1997) in her research argues that taskrenment relations are more significant
to the organization’s success than institutiontdtiens. Much more depends on who
controls the critical factors of economic produntifor the industry. The quality of
relations with regulatory authorities, institutibnaspectors, state agents etc does not
influence the organization’s profitability and pradivity that much. But when talking
about an IT organization, one should considerhera&cteristics in the context of both,
task and institutional environment. The charadiiesdike high development rate, short
life-span of products, or “think global, act locafientality refer to the importance of
task environment, as for an IT organization thatetlgps for example new products,
access to financial capital, technological know-hamd labor force is essential, even
critical. On the other hand, the high rate of dmdieation with universities and public
research organizations may refer to the fact thmtoeganization seeks for social
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conformity: in order to maintain good relations lwd public institution it is important
to follow rules, regulations and norms similarly gablic institutions. Therefore one
should not underestimate the role of institutiomayironment, but take it as a decisive

context when making strategic decisions.

The second approach is given by Duncan (1972: 3W)o defines external
environment “as the environment that consists oké¢hrelevant physical and social
factors outside the boundaries of the organizasrospecific decision unit that are taken
directly into consideration”. This is the basicadef the second concept where external
environment is determined through two dimensionsimple-complexand state-
dynamic (Terreberry 1968, Duncan 1972). The complexityen¥ironment could be
measured in terms of the factors that exist in remvinent and influence different
subjects involved. If the complexity is low (i.emple environment), there are few
factors, which are rather similar to one anothethi decision making process. In case
of complex environment the factors in the deciswont's environment are large in
number. The state-dynamic dimension indicates #wek to which the factors of the
decision unit's environment remain basically thensaover time or are in a continual

process of change (Duncan 1972: 315-316).

According to Duncan, the external environment ofl&norganization is first of all

complex because there are many factors that influenagganization, and second, it is
dynamic,because these influencing factors change rapidiyme. Price (1997: 375)
determines more clearly the dimensions of compjeaitd dynamics. He defines the
first one as the number of social units (e.g. cditges, regulations for competition,
consumers, distributors etc) that regularly havetact with the organization and the
second one as the speed and range in which théseatschanging. According to Cole
(1994: 34-38) the main external influences on agaoization are existing/potential
customers, the industry, current/potential compedjt labor markets, suppliers,
technology, supra-national bodies, private indialdy government and the law,

pressure groups.

Although, the number of these factors is high fol@T organization, it is clear that not
all elements in the environment have direct imgacthe organization. According to the
characteristics of an ICT organization, the stratelgcision making has to be quick but
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effective at the same time. The theoretical needdoeful and complete environmental
analysis is quite hard to achieve for an ICT orgatmon because of the time pressure.
So the main issue for a decision maker is to obaairintuitive ability to distinguish

between direct and indirect influencing factorse(dee figure 9).
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Figure 9. Direct/indirect action environment model (Stoaad Freeman 1989, with the

author’s supplements).

The figure 9 illustrates how stakeholders, compgtjtclients and suppliers as the key-
role players in the industry are having directuefice on organizational decisions and
activities. The industry, in turn, is influenced bycial, technological, political and
economic variables of macro-environment, which litssay be influenced by

international factors. The more far from the cerftnganization), the more indirect the
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influence of these factors is on organization’atsigic decisions, and the more difficult
it is for a decision maker to predict how changesnidirect spheres may influence
organization. Therefore, besides environmental dexiy and dynamics the decision
maker has to deal withncertaintyas the trait of the environment resulting from thes
two powerful forces (Hatch 1997: 88). Three mostmown definitions of
environment’s uncertainty that researchers usé\iteken 1987: 134):

¢ inability to assign the possibility of future event

¢ lack of information about cause-effect relationship

e inability to predict accurately what the outcomdshe strategic decisions

might be.

All these definitions about environment’s uncertgiocome to one point that in the end
coping with external environment depends on how deeision maker perceives
different influencing factors. Strategic decisiom® commonly referred to as those,
which adjust the organization to meet the oppotiesiand threats posed by the
environment. But as Child (1972) has argued, decismakers consider these
environmental factors important that they perceageimportant and perception is a
function of contextual factors (Pfeffat al 1976: 229) and individual psychological
traits (Downleyet al1975: 614).

Also Walker (2007) considers the psychologicaldathat influences strategic decision
making and causes distortions in judgment. So theahenvironmental conditions may
play fewer roles in strategic decision making tipgnceived conditions. This may also
be a reason why some organizations fail in theifopmance or why some succeed —
the same objective environment may appear diffexedifferent organizations because
they perceive the environmental influences and uaicey differently. A wide range of
“perceived environments” may be tolerable for Idygtperiods in many real
circumstances (Milest al 1974: 249). But perceptions, which ignore or distoucial
environmental elements in long run, will ultimateigtimize the organization. Take the
example of the current economical situation in Bistéhat has emerged largely because
of too optimistic predictions about the future Mie@ aside actual environmental factors

that already two or three years ago revealed nsorefor such optimism (too many
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loans taken by individuals, too much consumpti@mg high salaries comparing to

productivity etc).

Coming back to the concept of organizational emriment, according to Trott (2002:
92-93) the new approach is that both internal axtéreal environments are seen as
dynamic. While external environment is constantgmging as different factors change,
an organization’s internal environment is also evy. Internal environment includes
organization’s goals and values, resources andbddj@s, and structure and systems
(Fleisher and Bensoussan 2003: 3). An organizatiepstems are usually divided into
subsystems: sales, production, and research arglopevent (Lawrence and Lorsch
1967: 5), and each subsystem have their resountesapabilities. An organization is
driven by the goals and values, which are suppdniedhe organization’s structure,
systems and resources. In the present thesis theratoncentrates on resources and
capabilities that are, according to task environmeerspective, essential for ICT

companies.

Very often the terms “resources”, “capabilities”datfcompetences” are handled as
synonyms. But Ray and Ramakrishnan (2006) argue tths is one of the major
shortcomings why, for example, the conceptual dgwekent of Resource Based View
gets stuck. Hereby the definition of each term nigught out as given by Ray and
Ramakrishnailpid):

e Resources - tangible and intangible assets of gan@ation which are used to
achieve the organization’s objectives;

e Competence — combination of firm-specific resourcesch resource being
under the state of sufficiency, towards achievirmqec#ic organizational
objectives;

e Capability — complex combination of appropriate setcompetences towards

achieving specific organizational objectives.

Thus, capabilities subsume competences and resoufeeceet al (1997: 515) go
further and introduce the concept ayfnamic capabilitiesvhere the term “dynamic”
refers to the “capacity of the organization to reremmpetences to be in line with the

changing business environment”. The term “capadilitin their definition deals with
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the adaptation, integration and reconfigurationndérnal and external organizational
skills, resources, and functional competences tichmthie requirements of the changing

environment.

ICT companies are substantially influenced by & £volving external environment,
where technological changes occur practically eday. In terms of strategic decisions
it is very important to constantly evaluate evemtsurring in this environment and to
develop the ability to anticipate these eventsimet The importance of external
environment in strategic decision making is als@psuted by the Environmental
School, which claims that external environment he tcentral figure in strategy
formulation (Shekhar 2009: 50). However, speakibgua an ICT company, coping
with the changes in its external environment isyane important aspect; at the same
time being successful in the ICT sector also reguiconstant improvements in
organizational capabilities. Therefore, the apphoat dynamic capabilities suits best
into the context of ICT companies and it could Bsumed that there is a continuous

interaction between organizational capabilities exigrnal environment.

The author of the present thesis presumes thasubminability of an ICT company
depends significantly on, whether the company atersi both, external environment
and organizational capabilities, when making stjat@lecisions. Leaving one or the
other aside, could entail decisions that have ansiclered all possible influences and in

turn, bring along unwanted consequences for a coynpa

Proposition 2: ICT companies that make strategiciglens in the context of dynamic
capabilities are more sustainable in their develepmthan companies that make
decisions either in the context of external enviment or organizational capabilities

only.

The figure 10 takes together the idea of the omgdiun’s internal environment given
by Fleisher and Bensoussan (2003: 3) and LawrendelLarsch (1967: 5), and the
position of capabilities in it. The idea is pladetb the context of changing business

environment, expressed as dynamic external envieabhim the figure 10.
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Figure 10.The position of organizational resources (R), caepees (Com) and
capabilities (Cap) in organization’s internal eoviment (compiled by the author, based
on Fleisher and Bensoussan 2003, and Lawrence@sdhL1967).

Trying to capture the major factors that influestetegic decision making, the author
analyzed the role of organization’s external enwviment, capabilities and top

management’s perceptions in the context of the SD last one is considered as a
background factor and therefore the following sewido not include it. This stems
from the previous analysis that explained the fleop management’s perceptions

about the organization’s external environment a&srttatter of uncertainty avoidance.
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The purpose of the present thesis serves the stital®ut what kind of factors from
external environment and what kind of organizatioregpabilities influence strategic
decision making that finally results in concreteid®ns. The next step is to find out if
all this results in some type of innovation, an ik under discussion in the following

chapter.

1.3. Important aspects of strategic decisionstore  sultin

innovation

In order to open the purpose of the thesis, thegmtechapter composes a conceptual
model of innovation, strategic decisions and itduancing factors of organization’s

external environment and capabilities. To find linkage between strategic decisions
and innovation there will be a closer look, fir, strategic innovation process; and

second, to the sources of innovation.

Innovation and strategic decisions as two aspdctme issue are mostly presented in
the literature by the concept of strategic innavatprocess (SIP) which lies in the
systematic process for strategy formulation andlementation that should result in
profits from innovation (Afuah 2003). A number afithors have attempted to get a
handle on the strategic management process amdg#t on innovation decisions. The
theory of the SIP mainly suggests how to improvatsgic management to result in
innovation or how to understand the sources ofvation (Von Hippel 1988). It has
always been assumed that there is some causapérdetween strategy and innovation,
but it has been hard to document. In addition, sév&udies suggest that perceived
environmental uncertainty might also be implicaitedhis causal chain (Watson 1990,
Hrebiniak andSnow 1980). It is argued that uncertainty stim@atechange in strategy
or policy, and that ultimately leads to innovati&ttlie 1983). But there are many other
aspects that emerge from external environment andecchanges in strategy as shown
in previous chapter 1.2.; uncertainty is only ofehem. It is important to notice that
the interest is not to open the whole strategicagament process in the context of the
present chapter, but only a part of it, strategicision making is considered.

One of the most important aspects when talking elvmovation is its profitability and

successfulness and therefore, in the present agpsieategic decisions have to assure
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that innovation results in growing profits, produity or in a positive change of other
organizational aspects. Trott (2002: 21) brings thet main factors which need to be
considered if innovation is to be successful. Hpleasizes that the organization’s inner
functions (three basic: research and developme&DjRmarketing, and organization
and business strategy) have to interact with thHoeetions in external environment.
The figure 11 illustrates these interactions betw#e organization’s functions and

external environment, and the organization’s knogte as an outcome from these

interactions.
External inputs:
Macro factors,
Competition
Organization and
business strateg
External inputs: External inputs:
Science and = Society,
technology, Organization’s o Competitors,
Competitors, «—» S knowledge N Supplier
Suppliers, 0 bas¢ = partnerships,
Customers, Q Distributors,
University Customers,
departments Strategic alliances

Figure 11.Interactions between the organization’s inner fiomst and external

environmentipid, with the author’'s modifications).

First, the interaction to share knowledge betwden R&D function and its possible

external inputs could emerge, for example, throiinghcooperation between companies
and universities. The scientists from universittes attend real practice and develop
new practical knowledge and technologies througisélcompanies, and the companies

benefit by gaining know-how and competitive advgeta

Secondly, marketing function interacts with its esr@al inputs by developing

relationships with customers, suppliers, distrilbsitoand competitors. Relationship
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marketing, meaning, for example, activities of umstEnding customer needs, is
inevitable for the organizations’ sustainability.oMan and Hunt (1994: 22) define
relationship marketing as “all marketing activitieirected toward establishing,
developing, and maintaining successful relationathange”. This function also
provides organizations with new knowledge, whiobinbined with the organization’s
research and development function, can boost reakthrough innovations.

The third and the main function is strategic manag@ as it also affects the essence
and effectiveness of marketing and the R&D fundjoand in turn, their interactions
with external inputs depend greatly on the strategicisions made. It is important what
activities top management applies concerning tigarozation’s external environment;
how well they communicate with other organizatioasd institutions, such as
government departments, suppliers and customers.ighlso supported by Hill (1990)
who denotes that an organization needs the resoureded in different markets
(capital, human resources, buyers, suppliers, fetcits long run survival. Therefore,
those organizations that have a reputation for go@iooperative will have a better

chance of survival than those that have tried fmaxothers.

All these information flows between the organiza®oinner functions and external
inputs contribute to the quality of knowledge héld the organization, which has to,
first of all, recognize this, capture and then Hinde able to utilize it to develop
successful product, process, marketing and/or arghonal innovations. But all in all,
it presumes the existence of a difficult managenpeotess of innovation. (Trott 2002:
21)

In the previous chapter the author brought out nien aspects where strategic
decisions are made: restructuring, new productaroegtional change, new process
technology, marketing strategy, geographic expamstiversification, new facility,
human resource strategy, and quality. The quesdiovhether decisions made in these
fields result in innovation and whether it is thepisodic or conscious. In the author’s
opinion the strategic decisions could be handledthfthe perspective of the sources of
innovation, but the problem with the literaturetiat field is that most authors observe
product and/or process innovation when talking allo& sources, but very little if any
attention is paid on marketing and organizationalovation. Therefore the following
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approaches brought out are concerning productoapdicesses and the author places
also marketing and organizational innovation intese. This will give several

theoretical presumptions to be explained in theigoa part of the thesis.

The main approach to the sources of innovatiohegéchnology-drivens need-driven

model The first one is the model where new ideas areeldped in the R&D
department, sent to engineering and manufactuangdduce the innovation, and then
on to marketing for sales and distribution to costo (Galbraith 1982), and this is also
called “technology-push” view (Onodera 2008). Tleemd design is the customer or
need-driven model, where marketing comes up witw rmeas as a result of close
interactions with customers, which in turn are séotthe R&D to prototype
development and then to engineering and manufagidar production (Van de Ven
1986), and this is also called “demand-pull” vig®npdera 2008).

Besides the new product processes may also chamydrang up new solutions in
production technology which usually occurs, and teaalso the reason why product
and process innovation are very often handled hayeEttlie (1983) follows the role of
external environment using Duncan’'s (1972: 315) re@pgh to organizational
environment and argues that the primary environaldactors (customers, suppliers,
competitors) for the organization impact long ratgghnology policy and the outcome
may be process innovation, whereas secondary emwantal factors (socio-political
and technological factors) impact market policiexl anay result in new product

introduction.

Also, it is quite logical to conclude that the puotion or delivery process of the new
product or service may also need adjustments inotiganization and if they are
perceived as new by the members of the organizatiohare important for the success
of the new product, the changes could be callearorgtional innovation. Or if the
commercialization of the new product needs a tpta#lw way of marketing, it may also

result in marketing innovation.

Proposition 3: Primary environmental factors impattategic decisions that result in
process and/or organizational innovation, while @etdary environmental factors

Impact strategic decisions resulting in product amdnarketing innovation.
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The technology-push and demand-pull view is quitmilar to the approach of
Utterback and Abernathy (1975, in Mauri and McMilld999) who state that product

innovations have a market focus and are primarnilgtamer driven while process

innovations have an internal focus and are primatficiency driven One could also

draw a parallel here and say the same thing raspBctabout marketing and

organizational innovation. Hill and Utterback (198Ib) put this statement in time
frame and emphasize that if an organization wamtset innovative over an extended
time, it must become more specialized and effigiauich drives them toward a more
stable production process and a more structureanagtion. They also denote that in
the beginning the organization is small, disorgadibut highly innovative, and the
evolution starts with one or more major productowetions. Here the stimulation

comes from the close interaction between entreprsnagnd potential users, and when
the production volume rises, it may lead to thednfse innovation in the production

process. But the ongoing development should subswotie products and processes,
which again proves that in the end they becomeeblomterdependent as a line of

business develops.

Both of the previous two approaches indicate thatstrategic decisions made could be
divided into two: proactive and reactive. Accorditg Larsonet al (1986: 386) a
proactive strategic decision is one which the sgists do before they are forced to
react to environmental threats or opportunitiesijevine opposite would be the case of
reactive decision making. According to the techgglpush view the decisions concern
proactive attitude towards the industry (e.g markestomers, competitors, suppliers
etc), which means that the solutions and resuétsirdaroduced to the industry by the
organization not vice versa. It is also more likélgit proactive strategic decisions result
in conscious innovation as the new ideas are dpedlowithin the organization.
Inversely, the demand-pull view indicates that dleeisions are reactive in their nature
and they are introduced to the industry after cppaith the market. These strategic
decisions most probably result in episodic innarats the source to new ideas is close

interaction with customers.

But the author of the present thesis believes thatscious innovation management
depends on the company’s level of development rdtien on whether a company’s
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decisions are proactive or reactive. The biggerctrapany grows in time, the more it
needs to improve its management, which includesckery for new ways how to

perform better. Hence, conscious innovation mighiohe of these new approaches in
management. Therefore, the idea behind the follgwioposition 4 is to understand, at
which point of the development Estonian ICT comparstarted to consider innovation

as a strategic matter.

Proposition 4: Conscious innovation managementiggéred by a certain need in a

company’s development.

The third approach to the sources of innovatioh e present thesis observes has been
presented by Kwaku and Ko (2001) by developing recept of an alignment between

market and entrepreneurship orientatiomsid investigating its effect on an

organization’s product innovation. They also takghh levels of market and
technological uncertainty created by rapid techgiolal changes and changing demands
of customers as the starting point of their redearc

Market orientation entails one or more departmentgging in activities geared toward
developing an understanding of customer’s curremt future needs and the factors
affecting them, sharing of this understanding axrdepartments, and the various
departments engaging in activities designed to raeleict customer needs (Kohli and
Jaworski 1990: 3). A market-oriented organizatisrone whose actions are consistent
with the marketing concept; meaning that custoroeus, coordinated marketing and
profitability are operationally manifest in the argzation. Market orientation is an
important antecedent of product innovation behavidctivities and performance
(Kwaku and Ko 2001: 55). In addition, a market-ntezl organization may also apply
significant changes in product design or packagipgpduct placement, product

promotion or pricing, which results in marketingnavation.

Entrepreneurial orientation is defined as a propgnef an organization’s top
management to act autonomously, to take calculaigds, to be innovative, to
demonstrate pro-activeness, and to be aggressmaadocompetitors (Morris and Paul

1987, Lumpkin and Dess 1996). Unlike market origoite entrepreneurial orientation
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is distinguished by three characteristics: a higgrde of innovativeness, risk-taking,
and pro-activeness (Miller 1983: 771).

An organization has to be both, market and entreaneship oriented to achieve the best
results. Otherwise short-comings may occur wheimasing organization’s capabilities
and external environment in accordance with thamimation’s ability to perform well.
Christensen and Bower (1996) show that these arghons that act too carefully
according to their customers’ needs, favor increalemnovations and neglect the
development of more innovative products. From miagkiented perspective, an
organization has to identify environmental changesl respond to them through
previously held assumptions about customers angebtion.

In contrast with market orientation, entreprendurzaientation fosters product
innovation which involves the creation of new raseucombinations that may require
competencies not currently available in the orgatron. Therefore the organization has
to take bigger risks and experiment more on differsolutions by questioning
previously held assumptions about customers, catiggetand the environment leading
to frame-breaking activities (Lumpkin and Dess 198t when an organization is too
much entrepreneurship oriented, the risk is thatdbmpany may have an erroneous
belief that technological superiority is a suffitiecondition for new product success
(Covin 1991: 439-441).

Hence, to be successful in new product innovatim,organization has to show
alertness to market factors, detailed market igttice, and entrepreneurship insight to
detect the emerging unfulfilled needs of custonfmsaku and Ko 2001: 56). Morris
and Paul (1987) suggest that both, market and petneurial orientations are
interrelated strategic responses to environmenwiatiregencies. Consequently, Kwaku’s
and Ko’s (2001) thesis is that market and entregareship orientation are synergistic;

they combine positively to affect product innovatictivities and performance.

The market orientation and entrepreneurial origmatcan be taken as two
complementary strategic orientations or as Frishamand Horte (2007: 766) denote,
as capabilities that can coexist. Both market amdepreneurial orientation resemble

Teeceet al (1997) research on dynamic capabilities since butl belong to the subset
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of competences/capabilities that allow an orgarmmato create new products and
processes and respond to changing circumstandsBafmar and Horte (2007) argue
that both orientations create complex, tacit artdnigible skills that allow a firm to
generate new ideas for the creation of innovafidrerefore it is also the interest of the
present thesis to show through the empirical rebedrand how the organizations
observed align between market and entrepreneuraitation.

Proposition 5. Strategic decisions in market orezhbrganizations are more reactive in
their nature and are influenced mainly by exterfadtors, while strategic decisions in
entrepreneurial oriented organizations are more gutive in their nature and are

influenced mainly by inner capabilities.

Most innovations, especially the successful onesult from a conscious, purposeful

search for innovation opportunitieshich are found only in a few situations within a

organization or industry. Drucker (2002: 96) brirggg four such areas of opportunity:
unexpected occurrences, incongruities, processsnaead industry and market changes.
He also refers to opportunities that exist outsighe organization in its social and
intellectual environment: demographic changes, gbanin perception, and new
knowledge. It is important to notice that more tloae area of opportunities may reveal
at a time. These opportunities may, first, folldwe tstrategic planning process, then the
strategic decision making, and finally result inawation. It is more likely that process
needs, and industry and market changes followgatéern, but unexpected occurrences
and incongruities need usually critical solutiomsl @dhere may be no time for strategic

planning but quick decisions have to be made.

All in all, the figure 12 represents the conceptoadel, which combines external
environment, organizational capabilities, stratetgcisions and innovation to one unity.
This model is also taken as the bases in the erappiart when analyzing the cases of

three different Estonian IT companies: MicroLinled® and Ordi.
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Figure 12.The interaction of strategic decisions, its inflamg factors and innovation
in the context of organizational (O), local (L) agidbal (G) level (Afuah 2003 with the

author’s supplements).

First the capabilities and environment shape thateggic decisions (No 1); more
precisely they shape the strategic actions takeope with the given circumstances. If
through these strategic actionsnaw ideais found (No 2), innovation is probably

occurring (No 3).

As shown in the figure 12 innovation and stratedgcisions have also influence on
organization’s capabilities, and therefore theraxtgon is mutual. On the other hand,
they might also have an effect on organizationt®®al environment (e.g competition,
suppliers, customers, stakeholders), but Afuah emgthat the faster the external
environment changes and the bigger the environmegtde is, the more likely an
organization’s decisions are to have a little dff@t its environment. Hence, it is very
hard to estimate an organization’s impact on itemal environment and therefore, for
the empirical part, only the one-way process isswered; more precisely, which
factors from the organizations’ capabilities andeexal environment have influenced

strategic decision making that has resulted invation.
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2. THE INTERACTION BETWEEN STRATEGIC
DECISIONS AND INNOVATION: THE CASES OF
MICROLINK, REGIO AND ORDI

2.1. Estonian ICT sector and research methodology

2.1.1. A brief overview of the development of Estaan ICT sector

Before the year 1991 when Estonia was a part 0UB8R, the development of the ICT
sector had very little influence from the globalvd®pments, because the sector was
sternly restricted and regulated by the state.dBiltthere were forbidden connections
with foreign countries that led to several oppoities to develop world-wide
technological achievements also in Estonia. Mogtise connections were established
between educational institutions here and abroadgiVe only some examples (Eesti
Hariduse ... 2009) - in 1958, the first lecture abpnagramming at University of Tartu
took place, but it was delivered under codenam&@aditional chapters of algebra”; in
1959 the mentioned university got its first computeal 1 about which the university
staff had accidentally heard in a prohibited raci@nnel Voice of America; the first
computer lessons started in 1965 in Noo Secondamg@ (it was also the first school
of general education in the whole Soviet Union tatt the computer Ural 1); in 1967
the Tallinn University of Technology also obtainigsl first computer Minsk 22; first
personal computers (PC) were implemented by theddsity of Tartu in 1982, and in
1990 people in the Institute of Cybernetics firs¢d electronic mails.

Achieving independence in 1991, a new era stariedstonia - there were no longer

any restrictions for the Estonian economy. The gkarthat started in the ICT sector
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were immense. Already in 1991 UUEgbnnection was established in a regular school.
After that the list of events happening in the I§8Ctor is very long, starting from 26th
of March in 1992 when the first establishment ofPTIE? connection between Estonia
and the rest of the world took place. In 1995 alyeane hundred schools were using
The Internet and 1500 computers were connectetlegddnternet. The number of ICT
companies operating in Estonia has also increasedmusly, from only a small
number of companies in 1991 ¢ta 2000 in 2007 (Information Technology ... 2008:
83).

Tonu Liik (2000) divides the development of thedfsan ICT sector into four periods

and describes them as follows:

1. 1960-1975 — the “romantic” and academic period -wis part of the academic
world, Estonia possessed the world standard inrakparts of computer science, at
the end of the period the created potential wasalized due to increasing
technological backwardness and isolation from thresstjV

2. 1975-1985 — the socialist period — economic bemefiere formal, a massive IT
cadres with practical experiences evolved, problesr® on household level;

3. 1985-2000 — rebirth with indications of over-amighition — integration of rapid
economical changes and IT “miracles” (internet)icguncrease in the number of
consumers; the existence of IT as a competitiveaage ipso factum; recurring
motive — struggle with “IT problems”; the mentality Estonia as the world’s first
inIT;

4. 2000-... - maturity and normalization — the dynamagsbusiness environment
decreases — less new starts; concentration of owersy IT is a product like any
other; critical importance of the use and pricelDfin business; consumers are

smarter — they demand for real outcomes and lgssnsive solutions.

Liik leaves the period starting from the year 2@j@&n, arguing that IT products had
become a normal part of business environment. lgutrtith is that starting from 2003 a

1 UUCP is an abbreviation for Unix-to-Unix Copy. The temenerally refers to a suite of computer
programs and protocols allowing remote executionahmands and transfer of files, email and netnews
between computers (UUCP, www.uucp.org).

2 TheTransmission Control Protocol (TCP)/Internet Protocol (IP) are the core protocols of the

Internet Protocol Suite. Whereas IP handles loweelltransmissions from computer to computer as a
message makes its way across the Internet, TCRtepeaat a higher level, concerned only with the two
end systems, for example a Web browser and a Webrgavww.networksorcery.com).
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totally new area began in the Estonian IT secta.Martinson (2007) described the
situation at the beginning of 2000s: “ For 3-4 petliere was a period of silence and the
general opinion was that there was nothing new taeddevelopment limit had been
achieved already in 1999. But a new wave starte20B3, when Skype and Playtech
came from nowhere and also e-government, e-TaxdBaad Delfi portal had taken a
very big qualitative leap by the year 2005, wheagbe had started to use these systems
widely. The ICT sector has become an important strguin Estonia, but according to
Estonian Information Society Development Plan (Eedbuhiskonna ... 2006) there
are still many unused opportunities to increasd@iesector’s ability to export, which

is especially important now in the circumstancesaafnomic recession.

Bullinger et al (2000) have analyzed global trends in the devetynof the IC
technology and IT sector. They start with the bemig of the 20th century when IT
companies were mainly domestic producers, but thag already opened up for
international sales. The main focus was on theeam® of productivity, because the
marketplace was no longer local. The first develeptphase indicates the period from
the 1960s till the 1970s when the increase in priwdty by developing data processing
and microprocessors took place. The second phlasepdriod from the 1970s to the
1990s could be labelled as “functionality”. Inteinaal market triggered improvements
in functionality because organizations were movingm domestic production to
international production and sales. The developroéntformation and communication
technologies in products enabled to satisfy thereemed need for a company’s
functionality. {bid: 1472) underline the fact that the production psscacquired a
different meaning — complexity and uncertainty.cginhe 1990s rapid development of
I&C technologies has taken place. Those changes s@wed as engines of innovation
due to which several new phenomena have arisemtualienterprises, worldwide
networks and multinational mergers. All in all, they to global networks has been
rather long, from the evolution of mankind, butsitno exaggeration to say that the last

century has done most on this way and that is altteet development of IT.

The author of the present thesis argues that tigbseal trends are more or less
universal, but differences could be brought outtle light of dynamics. The
development of the ICT sector in Estonia has baérer different and even intriguing.
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It has gone through very rapid changes and it sgmts a real success story. The most
important developments in the Estonian ICT so fawehbeen as follows (Eesti
infouhiskonna ... 20080-10):

1. Well-developed communication network and accesthéolnternet. According

to the latest survey from TNS Emor (Eestis on ... 80@vealed that 69%
(806 000 people) of Estonians are using the Inteare 27% (316 000
households) have a computer at home that is caguhéatthe Internet, and these
are constantly increasing figures;

2. The innovation views and high standard info-techgmal solutions in the
public sector (e.g. e-government, the state pantal.eesti.ee, where authorized
users have three possible roles: citizen, entrgpireland public servant; e-
elections — the first one was carried out in 2005);

High standard IT solutions in the private sectog.(e-banking, mobile-parking);
Success stories in the Estonian ICT sector (e gp&klaytech);

Widespread use of ICT in educational sphere (tgerTiLeap program);

o g bk~ w

The biggest functional public infrastructure in &pe, which is based on the use
of ID-card in different public services. Approxineft 80% of Estonians have an
ID-card, which enables authentication in electragmwironment and the use of
giving digi-signature, which has been legislativelgualized with handmade
signature;
7. Estonians’ willingness to use innovative solutigasbig use of E-Tax Board,
internet banking, mobile-parking);
8. The success of developing the Estonian ICT sedsrldeen acknowledged by
different surveys and top-lists throughout the Fean Union, for example by
Information Society Benchmarking Report 2005, Globmformation
Technology Report 2004-2005, Top 10 Who Are Chapgihe World of
Internet and Politics, and so on.

The previous overview was about the Estonian ICEtoseas a whole, but for
understanding the competitive background of theoritah ICT companies, following
illustrative numbers are given. In Estonia, onlgn&jor ICT companies out of the 2000
account for 52% of the total turnover and make 7#%he sector’s total profit. The

next 25 companies hold half of the rest of thedwuan, i.e. 25%, whereas their share in
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profits is only about 8%. Considering 90% as thedbdine for market shares, another
67 companies fit in with a 15% share in the turmozed 8% share in profit. The
remaining 10% market share and 6% profit dividesvben 1500 ICT companies.
(Information Technology ... 2008: 83-84)

According to Kukk Gronbjerg (2000: 14) most Estoni€T companies in the 1990s
were “young and driven by entrepreneurial peoplesnowith excellent technical skills
and innovative ideas”. But they were lacking of @fje managerial skills, such as
marketing, financial management, customer carehamdan resources management. In
addition, the typical problems of the ICT companwesre: unspecified offering and
targeting - "tell us what to do and we do it" irssteof "we can solve your problem X by
our product Y" -, inefficient marketing, considel@bemployee turnover, passive
approach to changing customer needs. The generad in the ICT sector was that
companies had several diverse activities (see 8BbMost companies provided service,
maintenance, training and consultancy besides thain activities, such as information

networks or software/hardware producing or evenlegade (or vice versa).

Table 5. Distribution of the Estonian ICT firms by areasboisiness activity in 1998

with annual sales over 1 million EEK.

Business area Number (total n=204) Percentage (Yof
total n=204)

Production (electronics) 40 20
Retail and wholesale 165 81
Maintenance 103 50
Data networks, systems 95 47
Training 128 63
Services (data, network) 129 63
Telecommunications 24 12
Software production 83 41
Hardware production 23 11
Internet 13 6
E-Commerce 0 0

Source: ipid: 14-15).

The next sections of the present study will takdoaer insight into the developments of
three Estonian IT companies: MicroLink, Regio anddiO They all started their

businesses in the early 1990s and are still aotve In the present study it is presumed

53



that the strategic decisions made in the 1990s stgpritan IT companies were not
innovation central and innovation was not a singlepose. Kalveet al (2002: 24)
claim that their readiness for presenting innowaswolutions was rather modest, because
the companies did not perceive a direct need far ffhe main purpose was to be quick
in copying and implementing product innovation présed elsewhere. But Van der
Leeuw and Torrence (1989: 282-283) denote thatvatan is not always a wholly
rational process — many innovations are unprenteditaor unplanned or even
unwanted, being the result of random or changegssacTherefore, the author of the
present thesis considers the presumption that aamgh Estonian IT companies were
not innovation centered in the 1990s it does noanmihat they were not innovative.
Instead, the author is about to find out when HatofiT companies started to think of

innovation as a single purpose.
2.1.2. Introduction to the research methodology

As the aim of the present thesis is to find outylstrategic decisions have resulted in
innovation in the context of the organizational iemwment, using the examples of the
Estonian ICT companies, the best methodology herthe case study method. The
guestionhow deals with “operational links needed to be tracedrdime, rather than

mere frequencies or incidence” and here the cas#y sipproach provides in-depth
information and managers’ opinions about the maiotivations behind different

strategic decisions (Yin 1989: 17). This is esgbcimportant because the development
of the companies’ will be observed during the perad 1990-2005, which is quite a
long time to map all the decisions made and readamsnd them. The case study
method enables to understand the cases in depthgiem as full understanding of the
cases as possible. Also, the variety of methods$atd collection and analysis that can

be used in case study research is very beneficial.

The present thesis applies a multiple-case studyadelogy. MicroLink, Regio and
Ordi were selected as the case companies, bedaese ¢companies present the typical
development of an Estonian IT company — first, gaiery small with 3-4 enthusiastic
workers just doing what they were keen to, thenmgrg bigger and changing to a
traditional well-managed company. Resulting from tlase study method, the figure 13
illustrates the stages of the research and aesvépplied in each stage.
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| stage: Choosing companies for the case studies
The criteria: operating in the ICT sector, estdigi at the beginning of the 1990s, possessing
the general characteristics of ICT compai still active, successfu

] [

Il stage: Drawing up questions for interviews
Important issues: deternation of the periods in company’s development; Whiain strateg
decisions were made during these periods; whatraatfluenced these decisions.

Il stage: Conducting interviews with CEOs
Interviews with Allan Martinson (ML), Rivo Noorkdi{Regio), Sulev Sisask (Ordi); oper
questions; recorded in Estonian.

IV stage: Gathering information from other sources
Elaborating other written cases and the homepaigie @ase companies; processing mate
in database of Aripaev; analyzing interviews dopéhrin Kala with Enn Saar (ML), Mati
Tee (Regio), anld by Sander K with Sl{lev Sisas (Ordi).

V stage: Writing case studies
Mapping the main facts of the companies’ histoopmplementing these facts with the
interviewees’ answers; determining the linkagesvbeh environmental factors, strategiq
(Ijecisions and innovatilc

VI stage: Sending the written cases to present CEOs
Making improvements in the cases, according tdeéhdback from Enn Saar (ML), Teet
Jagomagi (Regio) and Sulev Sisask (Ordi).

VII stage: Discussion of the results and drawing irplications
Comparing the three case studies; bringing outlaiities and differences; making
generalizations, arfinding the answers to the fi\ propositions

Figure 13 The stages of the empirical research (compilethbyauthor).

In the first stagethree companies were selected for the case stiRksgles being still
active and successful, MicroLink, Regio and Ordravehosen as the case companies,
because they were all established at the beginointhe 1990ies, when Estonia
regained its independence. This, in turn, givesreatgopportunity to witness the
development of a small company starting withoutvignes experience in market
economy or in the ICT sector. According to Ettli983: 29) smaller companies are
thought to be more innovative for a number of reasthey introduce new products in
order to establish a foothold in areas in whiclyday more established firms control
markets; smaller firms also may be more innovabeeause they can respond more
easily to market shifts and needs. But organizatimay become more conservative as
they grow into medium and large sized organizatibesause the risk of changing now-

established technologies is greater than at theebof the product life cycle. Therefore,
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it is claimed that size promotes innovation up feoat. Hence, it can be assumed that
also MicroLink, Regio and Ordi were more innovatigé the beginning of their

development and got more stable with their growth.

However, an important assumption when choosingcts® companies was that they
should cover most of the general characteristicghef ICT companies. The pre-
screening of MicroLink, Regio and Ordi revealedtttr@oughout their development,
these companies have been knowledge central; trelogenent rate of their products
has been rather high and the life-span of theidycts rather short, which has been
supported by the importance of human factor in dhesmpanies. Being a learning
organization and collaborating with different pte&and public organizations has been

central for MicroLink, Regio and Ordi all along.

Other characteristics, like decentralized orgaropat home offices and process
oriented teams; high internationalization rate &hk global, act local mentality”,
differed remarkably among the three companies.aBuhost of the characteristics were
the same as the general ones, the author beligvas the implications and
generalizations based on the case studies coulpidby transmitted to other ICT

companies who also possess these characteristics.

Secondly the questions for interviews were developed ideorto get as much
information about the development of a companyassiple. Although, the focus is on
the 1990ies, important periods in the first half26f00s are also considered, which
enables to show the peculiarity of the 1990s froenfgerspective of the case companies.
As the interview method was unstructured, thereeviige main open questions:

1. What kind of periods could be distinguished in deelopment of the company
during 1990-2005? How could they be described?

2. What important strategic decisions were made i @aciod?

3. What were the internal and external influencingdesthat shaped the strategic
decision making? What were the main factors and Halthey influence the
company’s development throughout these periods?

4. What organizational goals were achieved, what wet@

5. How would the interviewee describe the developmesftehe Estonian IT

sector?
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Before describinghe third stage, it is important to denote that for the case of Qhd
necessary data was already gathered for the awticteen by Reino, Kask and Vadi
(2007). The study was carried out in three stafjest; gathering data by interviewing
employees; second, analyzing the data; third, ésearch group discussion was carried
out where the reflection and interpretation of stedy results by CEO (Sulev Sisask)
and HR manager of Ordi gave useful hints for betteterstanding the developments in
the organization. The given answers and feedbackised in the present thesis as they

cover the interview questions developed in the sestage.

In the cases of MicroLink and Regio there werenterviews done with employees, but
the author conducted interviews with the former GEDthese companies. Interviewing
them was the most reasonable method, becauseggtrdexisions and innovation are
mostly the issues on the CEO level (Hambrick anoMs1977: 109, Child and McGrath
2001: 1136). Also, the main interest was to analydenger period of MicroLink’s,

Regio’s and Ordi’'s development (see Appendix 2 tfer main financial measures).
Therefore, the interviews were done with the forr@&Os of MicroLink and Regio

(Sulev Sisask is still the CEO of Ordi) who had den connection with these
companies. Allan Martinson was the CEO in MicroLink1998-2004 but was related
to the company since its establishment. Rivo Noerkéas the CEO in Regio since its
establishment in 1988 till 1992 but was relatedtite company till 2001. Both

Martinson and Noorkdiv were strategically relatedthe companies and that is an
important and necessary presumption when analysingtegic decisions made in
MicroLink and Regio. The unstructured interviewghwMartinson and Noorkdiv were

done in January 2007 and were recorded in the EBstdanguage (the transcriptions

can be found respectively in appendix 3 arid 4)

Forthly, in order to get additional material about theecasmpanies, content analysis
of different printed matters about MicroLink, Reg@nod Ordi (e.g. published interviews
with the CEOs (Karu 2001); company’s web pagegjesits’ study reports; periodicals,
newspaper articles) were performed. One main sdiarcadditional information was
the database of Aripdev, Agent, which also includgatistical and financial figures

about the case companies. Also other case stubmst ahe three companies were

% All the citations from the interviews are transkinto English by the author of the thesis.
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elaborated (e.g. Kaarna and Mets 2008, Mets 208Bdret al 2007), which also gave
different insights to the companies’ developmeHigrin Kala gave her permission to
use her interviews with Enn Saar, the present CE®IlioroLink, and Mati Tee, the
developer of information system technologies in iBegvhich gave additional
information about the innovations in these companmdthough, Kala’s questions were
mainly about organizational design and structuherd were also some aspects of

innovation discussed.

Writing the case studies was conductethim fifth stage, where the main focus was on
describing and analyzing the developments of MLgiReand Ordi and bringing
chronologically out main periods in their historie&ccording to the answers the
interviewees gave and to the analysis of the amditimaterials, the influencing factors
of strategic decisions and types of innovation m®@come were brought out in each
period. Also the innovation perception level wasught out: was the innovation
perceived asiewby the members of the companies, by the localeldics or by global
IT market; and finally, summaries were made ab@ashecompany. It is important to
notice that in the written case studies, each pesiarts from the year following the last
year of the previous period. In reality, the tingeders are rather overlapping, but in the
sense of simplification the periods are specified.

Sixthly, the written case studies were sent to the preSEQs of the companies; Enn
Saar (MicroLink), Teet Jagomagi (Regio) and Suléesask (Ordi).The purpose here
was to ascertain the analysis and primary results get additional information if
needed. After Saar, Jagomégi and Sisask had éast the cases; the author also met
them in April and May 2010 in person to discussesal details and get additional
information about innovation in these companiessendiscussions were not recorded,
but the author took notes on the printouts of ezade. According to the feedback the

CEOs gave, improvements were made to the final siaskes.

The final stageof the empirical part included discussion of theultss and implications
drawn in order to give answers to the propositidaseloped in the theoretical part.

Table 6 summarizes the propositions set up for Boapianalysis.
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Table 6.The propositions set up for the empirical analysis.

Keyword | Strategic decisions Organizational | Innovation
environment

Proposition 1: Primary strategic Proposition 4:
decisions in ICT companies inclugle Conscious innovatiof
new product, new  process management is
technology, organizational change, triggered by a certairn
marketing strategy, geographjc need in company’'s
expansion, new facility and human development
resource strategy, while secondary
strategic decisions include
restructuring, diversification and
guality improvement.

2 Proposition 2: ICT companies that make strategic

2 | decisions in the context of dynamic capabilities mmore

&8 | sustainable in their development than companies |tha

S | make decisions either in the context of external

& | environment or organizational capabilities only.
Proposition 5: Strategic decisions in market oriented

organizations are more reactive in their nature zare
influenced mainly by external factors, while stgate
decisions in entrepreneurial oriented organizaticare
more proactive in their nature and are influenceaimy
by inner capabilities.

Proposition 3: Primary environmental factors impact strategic idemns that
innovationywhile secondary
environmental factors impact strategic decisionsuteng in product and/o

result in process and/or organizational

marketing innovation.

Source: compiled by the author.

All in all, the purpose of the final stage was toye the fulfilment of the aim of the

present master thesis. The following chapters ctheestages five and seven; the cases
of MicroLink, Regio and Ordi, and results and incplions based on these case studies.
The author uses pictogram method (Sherlock and iIBQD0D5: 64) to represent some of

the conclusions of the case studies. The figurgldstrates the shapes and their size to

describe innovation in the case companies.
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Figure 14.Pictograms of different types of innovation in ttentext of organizational,

local and global market perception level (compldydhe author).

There were no general icons found for innovatigretyand therefore the author uses
different shapes to describe the types of proquaggess, organizational and marketing
innovation. The size of the shape changes to itwlieehether the innovation is

perceived on the organizational, local or globaftkatlevel — the bigger the shape, the

higher the perception level.
2.2. The cases of three Estonian ICT companies

2.2.1. The case of MicroLink

The history of MicroLink (ML) has been very colorfincluding a big variety of

operating areas; there have been periods when fiéredit companies were doing
businesses in the same group. MicroLink has deeeldpom a company compiling
computers to the biggest provider of IT serviceEstonia with a staff of 300 experts in

their field. Their services include designing, mging and hosting IT systems; creating
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and implementing software, sale, rental and maantee of IT facilities; and consulting
and training. (MicroLink’s homepage)

| period 1991-1994: Compiling computers

ML was established in August 1991 and on March 198 first computer was

compiled. During the period 1992-1995 the main apeg area was producing
computers — parts were brought from Singapore awdpaters were compiled in

Estonia. Martinson admitted that the brand of Mlswaatually bigger than the company
itself. “The turnover of hardware was big but tlvtual value added was small”, he said
(Martinson 2007). During the first period ML devpéal extensive resellers’ and
maintenance network across the Baltic States, biedirst local computer company

using the concept of authorized dealers in PC sales

At the beginning MicroLink did not have any cledrasegic focus and producing
computers was a matter of designing the brand ofralher than a matter of innovation.
It was marketing innovation that occurred during tinst period as the Authorized Sales
Representative concept was a new sales approacbnhofor ML but for the local
computer companies as well. In the context of amgdional and local level it was a
radical innovation, but on the global level it wast anything new. The influencing
factors of this proactive strategic decision camoenf external environment firstly, to
anticipate competitors, and secondly, to be mofecebfe in relationships with

customers.

Il period 1995-1997: Diversification
MicroLink started searching for new opportunitiesbroaden its business, and in 1995

the company expanded its activities into systeragration and Internet fields, which
soon became the core activities of the companythat same time the margins of
computer accessories’ wholesale operations stadediminish, while competition

increased, therefore at the end of 1996 ML deciedell this business to a global
distribution company CHS Electronics. The two foersdof ML got enough revenues
from this transaction, which brought them new opyaties and interests and this, in

turn, led them to a decision to withdraw from Mid®nagemeniil§id).
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The second period did not result in any innovatialthough, for further periods the
decision to add new services to the company’s lesses became quite beneficial.
ML'’s strategy was to operate in the IT areas thatenabout to start growing and when
increasing competition brought along lower profitswas time to search for new

opportunities that were not preoccupied by comgiestit

Il period 1998-1999: New CEO — new area

The new area began for MicroLink, when Allan Mastin was appointed the Chairman

of the Board in 1998. “I was given free hands toage the company and it was a good
opportunity to experience my own success and nestakhe declared (Martinson
2007). In summer 1998 ML merged with the secondyésty Estonian IT company
Astrodata. ML took over all its IT functions; Asttata’s computer production was
consolidated with ML Arvutid, the retail chain witdL’s retail activities under the
trademark OK Arvutid. Also, the internet clientsAdtrodata were taken over and ML’s
subsidiaries were integrated with Astrodata’s exgssystem of integration and service.

(MicroLink’s homepaggSo all in all, the outcome was a big group of Gimpanies.

Before Martinson there was actually no completeanization, no formal positions,

instead, all operations were held through persémaidships, common acquaintances.
Martinson began his management activity in ML bgating a complete organization
with concrete management board, common manners,baddet. The reason was
mainly to consolidate the business and to enhamealbility to react better to the fast-
evolving IT sector. “Many people started to workgether who had no previous contact.
There were big organizational changes in hierarcbgmmunication and also

functioning”, described Martinson (2007) the peradter merging with Astrodata.

Previous is a good example of radical organizatiomaovation as the attempt was to
share specific knowledge throughout the organimatiy building up a complete

organization. Therefore, this innovation was deeisespecially on the organizational
level. The influencing factors of strategic deamsionaking proceeded from the
organization’s capabilities that lacked in effiagnAs the manager of ML’s business-
line, Avo Raup in Aripaev said: “The business wasda on the characteristics of its

employees — like war, where the result dependshenirtdividual courage of each
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soldier. When a person left the company, a big n@s left instead, because only he
knew how to do his specific job” (Kents 2006).

ML realized the need to strengthen their positiohie Baltics by using private equity;
there was development and risk capital in the ntaskbich gave the company quite
many options to make use of. In 1999 over 40 mmlIBEKs were invested in the
company through different funds, which in turn désdiin bigger strategic opportunities
for ML. The strategy was now aggressive internati@ation through two goals: first,
expansion through geographic purchase, consoliaiml mergers; second, starting
commercial portals (Martinson 2007). The transactias followed by acquisition of
the assets and teams of two leading Latvian Intexompanies. They were merged to
one firm, ParksLVNet, which quickly gained the lewad position among the Latvian

internet companies and portals.

The priorities of ML changed — IT services and iIn&t businesses became the core
activities and computer and cable production suppmp@activities. As the strategy was
internationalization through mergers and acquisgjoadditional funding was needed
and in October 1999 there was a second emissiagtans, selling new and existing
actions to Baltic Republics Fund with the values@f million EEKs. “This influenced
the whole organization extremely — different pepopldéno had no previous contact,
worked together now, the working language was Bhglnd the organizational culture
was based on the cooperation of different natiokkttinson emphasized. This radical
organizational innovation was definitely recognizeat just on the organizational level
but throughout the Baltics. It all happened becatis®e external environment was

favourable and there was enough financial meangaltiee risk capital involved.

Already in November 1999 ML gathered all its In&ractivities in the Baltic countries
to one holding company, which was presented tartheket under the trademark Delfi.
As Martinson denoted, there were big external erltes like dot-com, e-bay and
Yahoo, which set a good pattern for ML to copy aalagical business model. This
resulted in modular product innovation, where thg factor consisted of the comment
feature that was first implemented by ML’s Delfirfa and soon became an industrial

standard all over the Baltics. Portals gained huagmularity after the introduction of the
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comment feature that enabled visitors to post comsneon news articles and
columnists’ stories (MicroLink’s homepage).

The main influencing factor of the strategic demsto launch Delfi could be observed
from the perspective of the demand-pull view. Aported in ML's Annual Report
1999/2000 “the increasing number of internet usauraged the emergence of strong
horizontal portals, which had huge impact on méakustry as well as enormous social
impact in general, especially in Estonia and Latvi¢ere the perception level was of
local IT sector with the orientation to the restloé Baltic States, Latvia and Lithuania.
However, launching Delfi took more time and monay & was not earning any profits
still in 2001. Yet it could be defined as produnnhavation, because according to
Kristjan Kalda (2001), the council chairman backrththe loss was decreasing inverse
to Delfi’'s success. Therefore, the outcome of tivovation could not be measured by
earned profits, but instead by the profitabilityganeral, which was increasing as the
incomes from Delfi continually doubled in a year.

IV period 2000-2003: Collapse

The purpose was to expand ML’s position in Latvi&nservice market and the plan

was realized in December 1999, when the biggessaction at that time took place in
the Baltics’ IT sector — ML incorporated with thegdest Latvian system integration
company, Fortech. Through that transaction, MianéLibecame a shareholder of SAF
Tehnika, which is a global company producing micwe radio links, but MicroLink
considered SAF as financial investment and didhaste ambitions to stay global for
long (Kokk 2001). ML also acquired control holding leading Latvian IT-company
VAR, which was then the most well-known IT tradekngr Latvia (ML's homepage).

“MicroLink’s strategy has been to be the markederaamong all its operation fields
and our purpose is without compromises: to be nundme in Baltics and in all
spheres,” described Kalda (2001) the strategy efctmpanyML grew five times in
one year, so did the turnover and the number ofi@raps, but only 6% of them were
the same in 2000 as in 1998. “Basically, a totabyv company was established through
mergers and acquisitions. In the middle of the 0 there were approximately 30

different companies consolidated, and still thees fvee money in the market, although
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there was no exact need for it,” described Martin&007) the situation in ML at the

beginning of 2000s.

MicroLink continued to merge companies close tociise activities, at the same time,
selling the ones which were not that effectiveotder to focus management’s attention
on core businesses MicroLink sold its 16% stak€ancorde XAL financial accounting

software provider AS Columbus IT Partner Eesti B6d07% interest in cable assembly

division MicroLink Electronics in January and Ma@@D, respectively.

The second half of the year 2000 was remarkabficdif for ML, because of the events
in the world market (collapse of NASDAQ and dot-gprmwhich influenced the
company directly, yielding a loss of 77 million EEKsee the figure 15 for ML’s
financial measures during 1997-2004). ML strugdledyain back its previous growth

and position.
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Figure 15.Turnover, profit and profitability in MicroLink dimg 1997-2005 (million’s

EEKS). Source: Baltic Business News.

In August 2000 the company issued 60,233 new shamest of which went to the

company's employees who used their option schensn, An August MicroLink's

shareholders completed a 3.3 million EUR Privaicial to Baltic Post Privatisation



Fund, BBL Finland and other financial investors.eTpurpose was to increase the
liquidity of actions by making them freely tradab{®IL’'s homepage)

“The company tried to develop Delfi, but it neeamahstant investments and other parts
of the group could not integrate with each othed aaused a lot of problems,” said
Martinson. Therefore, the organization needed cbsngnd in FY 2000/2001,
MicroLink divided its activities into five businesseas (Systems Division, Computers
& Services Division, DATA division, New Media and iWless Broadband Equipment
divisions), changing ML’s structure based on fumeél management. This could be
called architectural innovation, as the functiorsevthe same but now assembled into a
certain structure. “It was also recognized by thstemers, who now could get the same
service in Estonia, Latvia and Lithuania. This umnt gave us many opportunities to
broaden our customer base, as the clients who dextcees over Baltics were linked to
MicroLink over Baltics”, refers Saar (2010) thaetmnovation was perceived also in

local market level.

In June 2001, MicroLink made its third largest €h#sue, bringing the company
proceeds in the amount of 49 million EEKs. All malmareholders decided to subscribe
their shares and involve loan capital only pastiallhis proved to be the right strategy
and the invested money was used to pay back tims kbat were taken when acquiring

different companies (Kalda 2001).

During this period MicroLink focused on providindgudl IT services portfolio under the
Systems and Data division names and MicroLink SerVbgether these business units
covered most of the needs of Top-1000 companiespahbtic sector institutions in all
Baltic countries, where the company was also archearket leader. MicroLink
Computers continued to be the leading PC manufaciamd Delfi the leading portal.
SAF Tehnika had successfully established its mosias an important player in the
world microwave communication market. (Kaarna anet$v?008: 15) “The time then
was actually very profitable for selling but notrgliasing IT-companies, although, the
strategy and budget were developed, and the fiaeresults and company’s potential
were really good,” admits Jaak Anton, then the daaember of MicroLink (Tahismaa

2001). Therefore, the previous period’s proactitrategic decision resulted in reactive
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decision to conduct the third share issue, whidpdtethe company dispose of loans
but did not help to bring along innovation.

V period 2003-2005

Things started to move upwards and at the beginoiir2)03 the business was back on

track again. The following years were even profgand cash flows went positive, but
at the same time there were passive investors invidio owned 70-80 million EEKs of
the company and were looking for a way out. “Thisud have meant refinancing by
going to stock market. So the company had to bgodisd to strategic disposal in 2005
latest. It was hard to sell the whole company, sohad to sell in portions”, explained
Martinson (2007) the background of the strategicisien followed. In summer 2003
the computer production was sold to the managemén¥iL Arvutid. Delfi was
purchased by a Norwegian company Findexa in Decer2d@3. In May 2003 the
production of telecommunication equipments, SAFnilkdy, was listed on Riga’s stock
market with MicroLink exiting the shareholders t&cAnd rest of the company was
sold to Estonian, Latvian and Lithuanian telecomitation companies, Elion,
Lattelekom and Lietuvos Telekomas. MicroLink Estoncontinued its activity
independently, now fully owned by Elion Group. (Mitink’s homepage) The period
2003-2005 also did not result in any type of inrtmra but it was more an issue of
company’s existence. Allan Martinson left the positof the executive director and

continued in ML'’s board.

As it appears from previous analysis, the main vwations in ML happened in the
1990s, although at the beginning of this paperas\@ssumed that the nineties for the
Estonian IT companies were more for catching up ltheel of IT in developed
countries. But according to the interview with AllMartinson and the development of
ML, the company showed almost all types of innavadiduring that time. Although the
central strategy was aggressive expansion througtieu Baltics, the main reason
behind all these mergers and acquisitions was teiction of MicroLink’s owners,
that the bigger the company gets, the higher valwevelops (Hanson 2006). The

previous analysis of the development of ML has menmarized in table 7.
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Table 7. The influencing factors of strategic decision$/tbf, and the innovation type
resulting from these strategic decisions.

Period
Strategic decision Tvpe of Level of
Influencing factors Reactive(R)/ _1Ype ) Outcome
: innovation | perception
Proactive(P)
1991-1994

Strong vision,

Anticipating : Increasing
competitors, the need| Authorized dealers (P I\(As;lé?ég? I_Oo Lgél turnover and
for efficient customer profits

service
1995 — 1997
New services (P), Increasin
Increasing competition  selling wholesale - - turnoverg
operations (R)
1998-1999
Fast-evolving IT sector
increasing number of Meraers and Org. Increasin
internet users, ac uigitions (P) (Radical), Org. turnover agd
influences from Dot- Iaun?:hin Delfi (P’) Product Local rofit
com, e-bay, insufficient 9 (Modular) P
capabilities
2000-2002
Organizational The rapid
problems, Lack of | Structural changes (R Org. expansion
financial means, Emergency emission| (Architectu Local was followed
collapse of dot-com, with low prices (R) ral) by financial
NASDAQ loss
2003-2005
Passive investors who Selling business i i u:?ﬁg%i?'gg d
wanted out subsidiaries (R) profit

Source: compiled by the author.

As seen from table 7, the factors that influenaegdrtant strategic decisions in ML’s
expansion came both from external environment agdrozational capabilities. “But
MicroLink never aimed to be an operative compakg Drdi, which examines profits,
turnovers, how much these numbers have grown; adst®L was an investment
company, whose purpose was to make big profithenBaltics scale,” said Martinson
(2007). He emphasized that the decisions were terg; influenced by the vision the
owners had and the role of external environmeigt @ot-com, Russian crises in 1998,
NASDAQ, economic growth, the European Union etc)swaore of an inspiration

source.
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2.2.2. The case of Regio

Regio Ltd is a well-known IT software developer antplementer of different map
solutions and positioning systems. Regio startégites in 1989 as a sub-organization
at Tallinn Pedagogical Institute by publishing firet Estonian map after 50 years of
dead stop (Regio’'s homepage). At that time all riiegos were created as handcraft
(manually), technological ways were missing to jice so-called digital maps. Today
Regio’s focus is on mapping, geospatial data, ggagcal information systems (GIS)
and mobile positioning (location based servicesBS). Positioning solutions (GPS)
have achieved global importance also in logistiagriculture, tourism, transport,
telecom, infrastructure etc. Regio is becomingrst-tlass positioning company in the
world due to the long-time experience which hasv/jpied the company with necessary

competences and assets.

Preliminary period 1988-1989: self-determination

Rivo Noorkdiv considers the period 1988-1989 as #tarting point in Regio’s
development. The technological process was bareleldped back then. All the
products were created manually and production rangeded only few assortment
articles. First contacts with clients were estdidds during the co-operation with Tallinn
Pedagogical Institute. There was no previous egpeé on strategic decision making at
CEO level and the first strategic decisions weredatly influenced by the Ministry of
Construction that financed the company with theum@nent of certain results. “It was
an interesting time for the company. There was ghdreedom to make decisions on
your own. The preliminary period was the time off-determination”, described
Noorkdiv (2007) the starting point of Regio.

| period 1990-1991: developing Estonian map antbgaaphy

In 1990 Noorkdiv and Juri Jagomagi, also the fourafeRegio started to think about
the possibility to publish and sell different geagjnical maps. There were many ideas,
but to start from the beginning the company hadebdifferent permission from the
state to produce maps. Regio began to developiamships with foreign partners:
employees went to Latvia to learn how to make mépesy also followed up in Saint

Petersburg; as an exchange student, Noorkdiv btdhgtirst computer from Denmark
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to accomplish printouts. He has explained the &arice of these events as follows: “It
was outstanding at that time how technology entsueth an area.” (Noorkdiv 2007)

There was quite a big demand for old maps in theketaand Regio started to remake
them. At the same time the company also continuedyzing post-cards, which profits
went to scientific activities. There were two ditens in Regio, business-plans and
scientific plans, but as Noorkdiv denoted, emplsyaeho did not understand the need
for science, left the company and began to prochast-cards by themselves. Teet
Jagomagi, son of Juri was in the USA, studying bmwake maps on computers, and it
became clear that the methods used so far wereeasbnable. The main purpose of
visiting other markets and countries was to geteasential know-how and a better
understanding about the actual technologies egistirthe world. At the beginning of
the 1990s Regio also cooperated with the Universityfartu and students had the
opportunity to make maps in the company. It was #ie time when the Estonian road-
map was published after 50 years, which was a dvesak-through for Regio. The
business started to go very well, and accordingdorkdiv’s words it was the matter of

mission — “to develop the case of the Estonian map”

The first period of Regio’s development was dril®na great vision and many ideas.
There was no certain strategy, just the competeftgo geographers that needed to be
realized. What became clear was that the idea avds\telop Estonian cartography by
producing the Estonian globe, road-map, landscagesmand morphological map with
skylines. Therefore, Regio’s activities were maimjiuenced by new know-how and
technology that was gathered from abroad. The msaire was what kind of technology
Regio should use to produce the maps digitallyegstof doing them as handicraft. As
the solutions used were very new in Estonia, tkicah process innovation took place

both on the organizational and local level.

Il period 1992-1994: geo-information system

A big change in Regio’s development occurred in #ely 1990ies when Teet
Jagomagi returned from his studies in the USA aras \appointed CEO of the
company. Rivo Noorkdiv became a member of the stigamy council. Teet Jagomagi
brought along technological solutions (software &mbw-how), which enabled to

produce technological maps on computers. Regidestaio build up its own geo-
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information system (GIS), using the satellite-bagéuabal positioning system (GPS),
and specialized in cartography and space informatichich generated many ideas.
“We started to seek for new opportunities, new nEad, and took a loan from
Maapank”, explained Noorkdiv (2007) the developreeback then. In 1992 Regio
started to sell the Intergraph software; in 1993Estonian sea-map was reappeared
after 53 years (Regio’s homepage). In 1994 Regis weady to use only digital
technology and they were the first ones to doith&stonia. It was unusual even in the
international perspective, where, for example, Isinnmap producers continued to use
semi-manual techniques (Hogselius 2005: 110). At time Regio’s actions were
strategically detectable and as Noorkdiv (2007)otlesh “this moment was a real

starting point for a modern business.”

The focus during the period 1992-1994 was alsceohrniological enhancement which
resulted in radical process innovation. Strategecigsions concerned mainly the
development of new products and their facilities] avere influenced by the know-how
Regio got from their foreign partners. In turn, rthevere radical changes in the
company’s processes, which resulted in innovatmal, that was important not only in
Estonia but also on the international level. Regianted to do more than their
competitors, and besides just making maps, theyvatsked out their own GIS, which
enabled them to provide each customer with an iddal approach.

Il period 1995-1999: rapid technological prograssl BSEF’s investments

In 1995 changes in marketing were made and Regrtedtto sell Mapinfo software.
This was a milestone for Regio as it created arsapannel for know-how inflow.
Regio started to improve in all the levels of opiera In 1996 Regio was the first
Estonian company who invested in Differential-GE¥5PS) solutions and started to
make landscape-based maps, which was a totally agwoach. Implementation of
these solutions increased Regio’s competitivenas$ supported radical product
development. They were also innovative on the lev¢he local IT sector. After years
of implementing new technology and processes Refgided to come out with new
products. In 1997 the first Estonian CD-Atlas wasdoiced and the first Internet-based
map-server was launched through the co-operatitin BIS (http://atlas.regio.ee), also
the first Estonian road-atlas was produced usimgprder-based technology.
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Regio’s annual sales grew rapidly (see the fig@eahd it was clear that the next step
would be breaking into the international markett this needed additional financial
resources and propulsion was gained in 1998 bynthestments of American investors
Baltics Small Equity Fund (BSEF). Regio hoped thaaddition this could help getting
new networks and markets. Partnership with BSEF ted improvements in
management, marketing and finance skills. Regio el@dged to use consultants and
managers were forced to be active, start interepbrting and seminars, learn new

skills, and redefine the meaning of cartographyagita and Mets 2008: 10)
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Figure 16. Turnover, profit and profitability in Regio duririg@97-2005 (million’s

EEKS). Source: Baltic Business News.

But the original goals were not achieved, altholRggio grow in local terms and
became the biggest GIS software supplier in Estdnid 998 Regio was placed 16
among the Estonian IT companies arfi @nong the indicator of ROE (return on
equity). In international competition Regio’s wallap was prized with" place by
Intergraph Golden Mouse appraisal. All these newdpcts and prizes showed good
results of Regio’s new production process. In 18@9jio was registered as a private
science and research institution and the compamedia contract to manage Estonian

interactive maps and their updating. As a result:5000 GIS database was produced,
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which covered all the Estonian urban areas (Redjioimepage). The same year Regio
won the tender from Ericsson AB to develop mobtsiponing software (MPS) for the

Estonian Rescue Centre, which was the first noresaplementation in the world.

When compared to the previous periods, which maadgcentrated on improving
technology and production in Regio, the years 19989 were focused on products and
market expansion. The scope of strategies becaner wnd Regio posed a certain goal
to get to international markets. But the comparkéa in financial resources and BSEF
investments were seen as the opportunity to giireagn markets. This brought along
many operational changes which were perceived &@sonethe organizational level and
resulted in increased financial indicators; bes®siuct innovation also organizational
innovations occurred during this period. But thesqmb goals and results were quite
controversial. Although Regio had increased itedver and profits and the company
had very good results on Estonian level, the mampg@se to start internationalization

and open new networks was not achieved.

IV period 2000-2002: merger with DONE
In the late 1990s product development had gone amll Regio needed additional

money of 7 million EEKSs for implementing new sobris and complementing the range
of products into the international market. Regionted to become the biggest company
in Europe in mobile positioning (Mandel 2000). Matikg and implementing high tech
solutions were the main issues that really neededsiments. “Banks did not want to
give loans for such risk-investments — small conypdhe purpose of the investment
was not clear. Therefore, the only way was selbtompany’s shares to some investor
groups”, explained Noorkdiv (2007) the backgrouridthee contract signed with the
Finnish corporation Digital Open Network Environrh@yY (DONE). The merger was
completed in 2000, when BSEF realized their Rediaress for cash and nearly 20
shareholders of Regio became the owners of DONIEeshaith a total value of 60
million EEKSs.

According to Noorkdiv (2007) the merger with DONEasva drawback for Regio,

because DONE did not follow the investment stratagg many decisions were made
against the company’s regular strategy. Also, Haesof Regio was not that big to have
a say in important questions. The merger was actsieg at the time when the so-
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called new economy victory achieved its culminateomd growth was replaced with
downfall. Regio could not reach their goals andns&oicsson was involved as a new
strategic partner. DONE Group investors were itotgof the transaction with Ericsson

and that resulted in a really positive change igi&e development.

At the beginning of 2000s the first MPS was congietand a spin-off subsidiary
Mgine Technologies Estonia Oldas established to develop positioning softwaretand
spread it around the world. The subsidiary credhed PinPointsoftware, improving
positioning accuracy by between 2 and 8 times.0002Regio began tesell IKONOS
satellite photos and to offer the hosting servitenap-server (ASP). li©ctober 2000
the shares of the subsidiary were transferred eoothinership of Mgin&echnologies
OY (DONE group), which main partners were Ericssord Estonian Mobile Phone
(Eesti mobiiltelefon - EMT) (Kaarna ja Mets 2008:)1The strategies of the company
were very future-oriented. “In the future, wirelesternet is going to spread more than
the current traditional internet... Positioning Wik the key element... No-one can tell
exactly what kind of services customers will wanttbe Internet and therefore we have
to develop services for markets that do not exast’ wpeculated Teet Jagomagi already
in 2000 (Korpan 2000).

In October 2001 DONE was split into two companie§NE Solutions and Reach-U

Holding, both quoted on the Helsinki Stock Exchangeach-U Holding comprised

Regio and continued improving its own software, chhwas tested in Spain. In Estonia
they operated under the name Regio but abroad tinelerame Reach-U Solutions. The
subsidiary also made a contract with Ericsson phatided Reach-U Solutions with the
access to global sales network and this was a gota¢vement for Regio. (Rozenthal
2001)

At the beginning of the year 2002 the parent comjpanh Regio and Mgine
Technologies Estonia OU, Reach-U Solutions andvitser Reach Holding announced
their bankruptcy. This gave the minority stakehadda Regio the chance to repurchase
the company after one and a half years. The tréingacost 5.4 million EEKs. “The
buy-back deal was ineluctable in a way, becauseha to save our ideas and
solutions,” stated Jagomé&gi as they also got tijatsifor the trademarks of Reach-U
and Mgine Technologies and software they neededht®rcooperation with Ericsson.
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The products were completed and Regio could stameap the benefits. (Rozental
2002)

In 2002, soon after the co-operation with Ericsses established, Regio and the
Estonian largest mobile network company, EMT setaugub-company together. This
resulted again in radical product innovation — Regas the first company in the world
to make the maps listenable through mobile phoned Ahrough Ericsson, new
international networks were created. “An undersitagndemerged that Regio can
compete globally”, said Noorkdiv (2007). Now thestzaquestion lied in marketing —
how to get to the global market of high tech prddwnd solutions. The main task was
to evaluate and reorganize all possible marketivannoels. Due to the co-operation with

Ericsson and EMT Regio got some new multi-accesketiag channels.

During the fourth period the developments in Regire mainly driven by external

factors and new partnerships and strategic dea@sammcerned internationalization,
product development and marketing. Although thegaemwith DONE brought along

many organizational changes, they did not resuhniovation, but instead drifted Regio
away from original strategies. Fortunately, Ericesnd EMT as Regio’s main partners
made it possible to get back on track and openedidiors to the global market. It took
two years, however, before the company could uisesttuation to sell its solutions to

another country, and therefore, marketing innovetarried over to the next period.

V period 2003-2005: growing global independently

In 2003 Regio managed to get its first export awitvith Slovakia’s biggest mobile
operator Orange Slovenko. The subject of the conwas selling mobile software and
delivering the Reach-U middleware and LBS (locatiased services) package to
provide LBS services to their 1.8 million subscribeThe cooperation with Ericsson
also emerged further and besides the global reselgeement, which opened
Ericsson’s global network for Reach-U (Regio’s libanthey also made another
agreement in 2004, which officially opened the &a@n Mobility World sales channel
for Reach-U LBS applications. (Walmsley 2004)

Regio has always continued publishing the maps,im2d04 the Estonian Road Atlas

held sixth place on the Estonian bestsellers IistFebruary 2005 Regio (Reach-U)
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delivered mobile positioning to Saudi Arabia whideange Romania chose the Reach-U
middleware and LBS package to provide LBS solutitorsOrange Romania’s more
than 6 million subscribers, following Reach-U’s sessful LBS installation with its
sister operator Orange Slovakia. The Orange grewnmeé of the largest operators in the
world with over 50 million mobile subscribers. IncOber 2005 Enterprise Estonia
awarded Regio the top “Enterprise of the Year 208bard and the “Innovator of the
Year 2005” award (Enterprise Estonia’s homepagd).thie end of 2005, Regio
employed over 60 highly qualified specialists. Thain development and production
unit was located in Tartu, Estonia, while globdesaand support was provided through
partners (e.g. Ericsson) all over the world. (Kaaand Mets 2008: 12)

During the period 2003-2005 Regio reached new marlkeend became a global
company. The main strategy was geographic exparnbi@ugh the cooperation with
mobile operators in Slovakia, Romania and SaudibiraRegio also widened its
cooperation with Ericsson by getting new sales nkbm All this resulted in successful

marketing innovation, which was innovative not jusEstonia but in the whole world.

Throughout the history of Regio Rivo Noorkdiv (20Gppointed internationalization
as the main influencing factor for the company.rsEiwe got new technology from
abroad, which gave Regio many opportunities fothierr developments. The emerging
tools became customary — this took us to GPS, catpa with EMT,” he said.

Another important factor was location; being in flaprovided Regio with specialists
from the University of Tartu. This turned out to &estrong organizational capability,
which was mutual — students could learn cartographyeal and later they were
recruited. The third important influencing factorasvpartnership; for example, the
cooperation with EMT disposed Regio towards positig, which meant that more
resources were put there,” emphasized Noorkdiwdhe of international possibilities,

Tartu and partners. All in all, the previous anslysf Regio’s development is

summarized in table 8.
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Table 8 Strategic decisions of Regio, the influencingdas and the innovation type

resulting from these strategic decisions.

Period
Strategic decision Type of Level of
Influencing factors Reactive(R)/ innovation | perception Outcome
Proactive(P) b P
1988-1989
The time of self-determination
1990-1991
Existing competence — S
. . mall
geographers; Improving map Process Org. turnover and
missing capabilities — | production processes (P)(Radical) Local fit
technology, know-how bro
1992 — 1994
Existing competence
misgﬁggcr:g;]giﬁi'es - Transri]tiorr to digital Pro dc_esls I_Oc)::gél turr?gsglreand
technology, know-how; technology (P) (Radical) Global profit
competitors
1995-1999
. Funding by BSEF (R) | Product :
oot eencd®® | niesing nDGPS (7)| process | 000, | nereasng
Lack of financial ’mean< New products (P) Org. Global profit
7 Org. change (R) (Radical)
2000-2002
Lack of financial means, . The rap_ld
collapse of dot-com Merger with DONE (R) Org. growth in
strategic partnershib Buy-back deal (R) Product Local 2001 was
. . Company with EMT (P)| (Radical) followed by
with Ericsson, fallbacks . Global . .
. ) Intern. networking (P) financial
in holding company loss
2003-2005
vairhag?;spjrzmrﬁsgllg Expan;ion t'hrough_ . Org Increasing
operators in aifferent cooperation with mobile Marketing Locél turnover and
g o operators (P) (Radical) .
countries; organizational New sales channels (P) Global profit
capabilities

Source: compiled by the author.

The case study of Regio is remarkably unconventidRagio has definitely been a
unique phenomenon compared to the typical Estoffiasompanies who have mainly
focused on catching-up rather than on innovatis\Mati Tee (2008), the developer of

information system technologies in Regio, denotewinly, the innovations were

technological: “First leap was from paper maps t8.GVlany similar companies who

were established at that time did not make thagness and this left them 5 years
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behind. The second step in Regio was to startinge#tiieir own software solutions and
provide position-based services.” But as the previanalysis of Regio’s case showed,
there was more to the company’s success factors jtls technological process and

product innovation.
2.2.3. The case of Ordi

Ordi started out its business in 1992 with only wroeker, Sulev Sisask, who is still the
CEO and the owner of the company. The first computeder the brand Ordi was
assembled in 1994. Today the company with 125 eyepl® has five main business
lines, which include import of computer parts armtessories, computer assembling
(Ordi is one of the biggest in Estonia in compussembling), retail and wholesale of
computers and computer parts, after-sales seratesmputers, and other computer
services. The basic activities have remained thmesas when Ordi was first
established, although, when at the beginning oinegs the assembled computers were
sold mostly under other trademarks, then now 98%h@ftomputers assembled are sold

under the trademark Ordi. (Ordi’'s homepage)

| period: 1992-1997: Operating without strategy
The owner of Ordi, Sulev Sisask admitted in Aripg@arl 2002) that the idea of

becoming an entrepreneur was not a wish to coneehint1 a result of having less work

being an engineer in Tartu Autoremondikatsetehd® main goal when Ordi was
established in 1992 was to increase company’s w@mdby developing a concrete
business strategy and building an organization.it®obk two years at the beginning to
determine what the business exactly should be Sksask said in the interview in 2001
(Karu 2001: 251): “Till 1997, | did not feel as theanager of the company, because the
organization was small and managenmaart sewas unnecessary”. Therefore, the main
goal during the period 1992-1997 perceived in tiganization was to earn money for
the employees by doing what was interesting antingebenefits from that (Tedet al
2005). So all in all, there were no concrete stjiatdecisions made that could have led
the company into innovation. Besides, the produactd personal computers through
assembly did not necessarily have anything to db Wwmowledge- or capital-intensive

activities. It was rather a business where the nmohwas a screwdriver and most of
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the production consisted in just plunging the ptogether (Hankewitz 1999, Hogselius
2005: 109).

Il period 1998-2001: organizing for sustainability

During the first two years of this period the chesgvere very immense. At the

beginning of 1998 the computer companies were g@irgood results, whereas in

December the same year Estonian computer produdecreased remarkably as the
market in general was declining. This in turn &didi densification in competition and

Ordi had to change its strategic purposes andftiverehe strategic decision to broaden
company’s activities over Estonia was made. At shme time, the purpose was not
aggressive development and broadening, but ratiedr df sustainability. As Sisask

denoted in Aripaev (Hankewitz 1998): “The decreaseomputer production is caused
by new companies who work hard to increase theirkatashare, but the older

companies in the market have already achieved tharket shares and they have no
space for further development”. Ordi did not coesidself as a global scale producer,
instead, the company operated as a workshop, hagimgarket niche and still earning

profits (Korpan 1999).

Altogether, the period 1997-2001 was a time of gaplgic expansion, starting with
opening a branch office in Tallinn with a compugtop in Tondi Business Center,
followed by opening a computer shop in Tartu arfgranch office in Narva in 1999,
and in Parnu in 2000 (Ordi’'s homepage). In tureyéhwas a need for a better control
system over these facilities, and therefore orgdiumal changes were necessary. The
interviewees (employees of Ordi) pointed out thatiry the period 1997-2002 the
changes in the organization took place — formatines and structural changes (for
example forming the positions of middle-managememte implemented (Tedet al
2005). In order to increase the quality of Ordi'®ducts, sales and services, the
company began to create and introduce their quaddmagement system according to
ISO 9001:2000 requirements. Sisask (2010) emphéhsimd the main innovation here
lay in employees who were involved in the implenaginh process to assure the best
possible outcome. The experts on ISO field alsogeized that Ordi was quite unique
in this respect. These changes promoted Ordi’'s metupation, computer production
and realization. In 2000 the company increasednasket share from 13% to 16% in
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Estonia, maintaining the second place in the mark€C type computer production.

(Ordi’s annual report 2000).

These outcomes show that the occurring changedtegsin radical organizational
innovation due to the improvement of internal caltéds, which enabled to broaden
Ordi’s activities over Estonia. On the other hath@, stable growth of Ordi was seen as
a natural part of the organization’s developmentheout any special pressure (Karu
2001: 254-255), which means that the organizatioc&pabilities and external
environment were not seen as major influencingofadbor the above-mentioned events.
The organizational innovation was mostly recognized the organizational level,
however, according to the singularity of the precésvas quite outstanding also on the

local market level.

In addition, Ordi managed to make a contract witlerbsoft Licensing Inc to install its
operation system and different cooperation corgradth mass producers of computer
components, like Quantum, Chaintech, LG Electronice, Intel. Here the
standardization of quality management was a majctof to raise Ordi’s reliability. But
more important than that was the project of e-sslading in 2001, developing Ordi’s
homepage to a well-functioning e-shop (Ordi’'s hoaws®). According to Ordi’'s Annual
Report in 2001 the main reason was to meet custmemands and get closer to them,
which in turn led the company into modular markgtinnovation. The outcome was
marketing innovation mostly recognized on the oigmtional level as the computers

purchased online covered only 1,2% of the totadssal

The year 2001 was quite remarkable for Ordi as tthheover had increased 40%
compared to 2000 (see the figure 17). Similarlythe turnover’'s growth, also the
number of completed computers increased to 10 28&al, which was 46% more than
the year before. The biggest increase in turnovas w Tartu’'s sales salon, 88%,
supported by the change of the sales place, wHiolved a bigger and more varied
display of products (Ordi’'s Annual Report 2001).I A all, the whole promotion

strategy became more effective and productive. @pgilied different Ad campaigns

and developed cooperation with producers in tHd 6éadvertising.
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Figure 17.Profit, turnover and profitability in Ordi during@®7-2005 (million EEKS).

Source: Baltic Business News.

[l period 2002-2003: standardization

The year 2002 was an upheaval for Ordi, when thaityumanagement system was
certified according to ISO 9001:2000 standard, whiad direct influence on the
organization as a whole. Strict rules and instangiwere imposed, and hierarchical

differentiation was formed, which in turn changbé tompany from a free form to a
very formalized and standardized company. The vigerees emphasized that this was
a drawback for further progressive development mli.OThe company’s previous
strategic purposes of growth and broadening wepdaced by the purpose of
maintaining the company’s market share and achgestability (Tedeet al2005).

As the employees did not support that organizatiohange, the case of innovation is
rather questionable. Also, the standardization mwgdemented in three years, so it was
more a longer-term than a quick change. But theghavas radical and brought along
new knowledge, being adopted and perceived as ngwthb members of the
organization. As denoted by the management, thityjcartificate raised the value of
Ordi and improved the company’s productivity. Oreagson for implementing 1SO

standard was to take the computer and guarante& sspvice closer to the customers,
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but another reason was to improve the organizaioapabilities in order to decrease
guarantee repair costs (Ordi’'s Annual Report 200Rgse aspects indicate that, all in
all, it was organizational innovation. Besides @yamanagement, also strengthening
the brand ORDI was included to company’s stratelgicisions. The company’s logo
was changed, a cover with new symbolism was wodckgdor computer, keyboard and
monitor, and computer’'s User Guide was completedpfmting. This brought along

incremental marketing innovation, both on the org@tional and local level.

In the second half of the year 2003 Ordi begarr¢alyce and sell laptops, gaining 22%
of the market and being in top two with ML Arvutalready in the first year. The

strategic purpose was to certificate at least 3'©admputers, including one laptop, in
HCL (Microsoft's Hardware Compatible List) and prd® computer’s type model with

the CE-mark (proves that the product correspondbegaequirements set in European
Union) 2005 latest. In product development Ordindunew solutions to reduce noise
level, fulfilling the increasing needs and requiests of customers, bringing along

incremental product innovation on the organizati@mal local market level.

IV period 2004-...: internationalization

In 2004 a totally new strategic decision was madsell ORDI's computers to Latvia
and Lithuania. As a result, a representation inaRigatvia, was founded in 2004 and in
2005 Ordi acquired a considerable share of Lithmraeomputer company UAB Aideta.
Yet, Sisask admits that export has never been goparon its own, but the main focus
is in the local Estonian market, and therefore agpay abroad did not result in any
radical innovation, either. In 2005 Ordi was a oaffder of MTU EES-Ringlus, which
is a producer liability-organization, arranging dmhncing the collection, processing,
reuse and environmentally friendly removal of n@eful electrical and electronic
equipment. Ordi also joined MTU Eesti Pakendirisglthe purpose of which is to
assure the national collection and reuse of packagd packaging waste. These events
refer to socially responsible activities rathemtha innovation. The previous analysis of

the development of Ordi is summarized in table 9.
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Table 9. Strategic decisions of Ordi, the influencing tastand the innovation types

resulting from these strategic decisions.

Period
Influencing Strs:eea?clfiviigill on Type of Level of Outcome
factors Proactive(P) innovation | perception
1992-1997
Workers earned Small
money by doing| No concrete strategic decisions - - | turnover and
what they liked profit
1998 — 2001
Cg‘;ﬁ;ﬁ:gg Expanding across Estonia (R Org. Increasing
L ' Cooperation with mass (Radical) Org.
ack of . turnover and
capabilities, _ produc_ers EP) s Marketing Local profit
Customers’ needsStartlng the project “e-sales” (R) (Modular)
2002-2003
Org.
: Implementing ISO 9001 quality (Radical) ,
Cusg;rgsers management standard (P) Product Org. in(l:?rgglsi in
High coéts Producing ORDI laptops (R) | (Increm.) Local turnover
Branding (R) Marketing
(Increm.)
2004-...
Competitors, Expanding to Latvia and Product or Increase in
Growth needs Lithuania (R) (Increm.) 9 turnover

Source: compiled by the author.

According to Sisask (2010) the products have b&éanging all the time, bringing along
incremental innovation. These changes might noehmeen noticed by customers, but
constant development of products was inevitable tfeg company. The previous
analysis of Ordi’'s case indicates that most of $tategic decisions made in the
company followed the purpose of stable and contisugrowth, which did not lead the
company to any outstanding innovation. There weezes of organizational and
marketing innovation, even product innovation, thay were incremental, modular and

architectural rather than radical.
2.3. Results and implications

The analysis based on the case studies of MicrolR@gio and Ordi indicated many
interesting threads between strategic decisiors; itfluencing factors and innovation.

In the present chapter the main conclusions reggrthe aim are brought out. First,
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there will be a closer look into innovation typesealed in the three case studies as the
goal was to integrate the types of Oslo Manual ldadderson-Clark model. Secondly,
the raised propositions are confirmed or overrusetording to the results of the three
case studies. Finally, the main aspects of theadithe thesis are summarized: how the
organization’s external environment and capabditigfluence strategic decisions that

result in innovation.

There is no doubt that MicroLink, Regio and Ordvédeen innovative. However, the
question is what types of innovation they demonstrand how they were perceived by
third parties. Beginning with the types of prodymcess, organizational and marketing
innovation, different patterns could be recognizegarding the perception level. The
figure 18 illustrates the types of innovation teaterged in MicroLink, Regio and Ordi

during 1991-2005.

Company

= [aA a0
i O 00 O
ord (o o <o

1991 1993 1995 1997 1999 20(@003 2005 | Time

Figure 18.The patterns of different innovations during 199D2 based on the case
studies of MicroLink, Regio and Ordi (compiled lnetauthor).

Note: Each innovation type is assigned with a diffié shape) - produg\ - proceC3, -
marketing,O - organizational) and the biggershape, the higher the perception level (small —

organizational, average — local market, big — dloharket level).

As seen from the figure 18, Regio has been the ooigpany where all the types of
innovation occurred and where they were recognirethe global market level mostly.
The first process innovation was perceived on theall market level as Regio was

implementing technology from the developed worltdl @rganizational innovation was
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the one perceived only by the members of the orgdion. In case of MicroLink,

except process innovation, product, marketing aigadrozational innovations occurred
and they were all perceived on the local marketllem terms of the innovation level
the development of innovations in Ordi has beenargably different compared to
Regio and ML, as its product, marketing and orgational innovations have mainly
been recognized by the members of the company dilg. implementation of ISO

standard was more successful in the context dbttad market level.

The results are also intriguing, when defining tpeevious innovations in the
dimensions of component and architectural knowledblee figure 19 illustrates
different types of innovation in the context of i@, incremental, modular and

architectural innovation.

Incremental Architectural

K O
. O KON\
O

Modular Radical

Figure 19.Product, process, organizational and marketinguvation in the dimensions

of component and architectural knowledge (comgiledhe author, based on

Henderson and Clark 1990).

Note: Each innovation type is assigned with a diffe shape> - produg\ - proceCs, -
marketing,O - organizational) and the biggergshape, the higher the perception level (small —

organizational, average — local market, big — tloba market level).

The case studies revealed that most of the inmm&itdf MicroLink, Regio and Ordi

were radical, some were incremental, very few weoelular and only one innovation
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was architectural. Another interesting aspect et tlmost of the globally perceived
innovations were radical, and most of them took@la Regio’s development.

As the results of the innovation types and theicgption levels that became evident are
remarkably different among the three case compaitiesespecially intriguing to find
out what the factors shaping the patterns of inhomaypes in MicroLink, Regio and
Ordi have been. One possibility may reveal in thennections between the
characteristics of the ICT companies and innovatio&it were brought out in the
theoretical part. To support these connectionssitnecessary to bring out the
characteristics of MicroLink, Regio and Ordi to Weiif they are close to the approach
of Bullinger et al (2000) and The Global Information Technology Reg2&09). Table
10 introduces how ICT companies’ characteristidgu@gmce innovation based on the

three case studies.

Table 10.Thecharacteristics of IT companies and their influeocennovation in the
context of Estonian IT companies.

Characteristic Validity

Knowledge centrality leads to new ideas and Yes— when the core business is determined
knowledge

High development rate and short life-span of Yes— fostered by knowledge and sufficient

products — constant generation of new ideas financial means
High importance of human factor in Yes — people with special knowledge are the
generating new ideas first ones to perceive innovation
Decentralized organizations, home offices andYes— but in some cases home offices and
process oriented teams process rather than result oriented teams may
destroy synergy where innovation could
emerge

Learning organizations generate new ideas Yes- depends a lot how employees are
and knowledge and adopt innovation more involved in the strategic decision making
easily

Collaboration with different private and Yes— it gives much better commercializatiq
public organizations help to cope with and internationalization options
external environment and commercialize
innovations on the higher perception level

>

High internationalization rate and “think Yes- internationalization depends on the
global, act local” mentality give better general vision and strategyt “think global,
opportunities to commercialize innovations | act local” mentality does not necessarily give
and engage higher perception levels better innovation options

Source: compiled by the author, based on Bullimged (2000) and The Global...
(2009).
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The main conclusion from the previous case studid¢isat the characteristics are more
or less the same in ICT companies and they ardecklto different aspects of
innovation. It depends largely on the time frameesath company’s development, as
different characteristics potentiated in differénte periods. Firstly, unlike many other
Estonian ICT companies starting in 1990s, Regiodnalkar idea in which direction the
company wants to advance — cartography — and kulg@leentrality was the main
advantage of Regio from the beginning. The comphag existing competence in
employees with geography-based background, wholyneaime as practitioners from
the University of Tartu to get experiences andrlaterk in Regio. At the same time
Regio gathered knowledge from other sources, ligtzian map producers, technical
skills from St Petersburg’s colleagues; Teet Jagprbéought important knowledge
from USA. But in case of MicroLink and Ordi the kmedge was gathered over time
and at first unlike Regio, they did not have angcal know-how. As Sulev Sisask
(2010) denoted, the first two years were mainlynsa clarifying the direction which
way Ordi should go, and in 1994 they began to coinate on computer assembly,
which means that their knowledge centrality staftedh there. In general, it could be
concluded that knowledge centrality becomes an rapo factor for an ICT company
when the core business has been determined arefdiesrthe company starts seeking
for certain knowledge. Also, in the previous caselies it came out quite clearly how
knowledge centrality generates new ideas and pesvitkw knowledge, being one of

the main components of innovation.

Secondly, in the sense of competitiveness, the degrelopment rate of products has
been an essential factor for MicroLink, Regio andiOn case of Regio, from the first
operation years the products have been complicatgdfor MicroLink and Ordi the
production was first just assembling the parts,clviwas not technically complicated,
but new knowledge generated over time brought alew ideas how to improve their
products and services. According to Sisask (20b@sides knowledge it was also
profits that allowed the ideas to become real anaiin more and more ideas could be
realized, which made the life-span of a productysrort. This was also the case of
MicroLink (Delfi) and Regio (GPS in mobiles) whehely involved risk capital to
support product development. Hence, the developnagatof ICT products remarkably
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depends on new ideas, which can be realized ietieeenough knowledge and also

financial means.

Thirdly, profits are raised by the whole companyt knowledge and its implementation
in generating and launching new ideas depends anldtuman factor, which is also a
very important characteristic of ICT companies.sTaspect became clearly evident in
the three case studies. According to Noorkdiv (20@¥man factor has played a great
role in Regio’s choices and developments as thene wery few people with special
knowledge available. Enn Saar (2008) and SisaskQ28lso emphasized the role of
people as the main source of innovation, beingfitseones who got involved in new
ideas and as a result, they were the ones whoipedcemerging innovation in the first

place.

Fourthly, in case of organizational aspects thelyaisa of the case companies’
developments showed several variations from theoagp of Bullingeret al (2000). At
the beginning of 1990s decentralized organizatiand process oriented teams were
quite beneficial for ML, Regio and Ordi for innoi@t purposes, but the truth lies in the
fact that the companies were lacking in managskdls (Martinson (2007), Noorkdiv
(2007), Sisask (2010)). Over time, the CEQ’s algbrgore experience on management
and this brought them to an understanding that redecorganizations with clear
structure and responsibility areas were inevitabklhe company aimed development
and innovation. Jagomagi (2010) declared cleady lome offices were not considered
effective as new ideas emerged through the synefrgmployees, who could openly
share their ideas and knowledge with each othedi {Drplemented I1SO certificate,
which made the whole organization operate by aedgstem and rules. But it did not
mean that the employees lost their autonomy, idstédaey were involved in the
implementation and decision making process of 8@ standard. In addition to that in
Regio the employees have always been involvedrategfic decision making process,
which makes the teams more result than processtede But what is even more
remarkable is that all the organizational arrangese the three case companies were
implemented in order to cope with the changing emment and increasing

competition better. This in turn shows that theatality of learning and the adoption of

88



innovation depend much more on how employees a@hied in the strategic decision

making rather than on organizational centralizabodecentralization.

According to The Global Information Technology Rep009), ICT companies are
very collaborative for innovation purposes, whiaklude cooperation with customers,
suppliers, also competitors, and with universitagl public research organizations.
This was also proved by the examples in the caskest Regio had a very successful
cooperation resulting in many innovations with taversity of Tartu, EMT, Ericsson;
MicroLink and Ordi constantly improved computerdanformation systems not just
for private clients but for state agencies; thee¢hcompanies were also included in The
Tiger Leap Foundatidh Indeed, the fifth characteristic, cooperation hwilifferent
private and state institutions contributes to imatmn, providing better options to

commercialize company'’s innovation and cope withéRternal environment.

The case studies more or less confirmed that IT peones are oriented to
internationalization. The central goal of MicroLinkas to become the biggest IT
company in the Baltic States; after several radicatiuct innovations, Regio realized
its ability to become a global company; and Ordsoaltook the direction to
internationalization, when it became clear that liteal market was insufficient for
increasing market volume. But when considering‘thimk global, act local” mentality,
several disparities could be recognized in theedraf the case companies. Ordi never
wanted to become a global company, but still thearn concentration was on customer
needs and how to enable them. In the case of Rémgialesire became bigger as it was
realized that there was a big potential to intrediatally new solutions and products for
which there was even no market demand yet. Miclobiossessed more a mentality of
“quick-and-dirty” rather than “think global, actdal”. The last may be the viewpoint of

many IT companies, but in the present thesis indidfind any statement.

Proposition 1: Primary strategic decisions in ICdngpanies include new product, new
process technology, organizational change, markgesinategy, geographic expansion,

* The Tiger Leap Program was a project driven byidea to equip all Estonian schools with computers,
viewing this as a vehicle for enabling Estoniaaketa big leap into the information technology. dea
was presented in spring 1995 by the Estonian asablas to the United States, Toomas Hendrik Ilves
(Hogselius 2005: 133).
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new facility and human resource strategy, whileoséary strategic decisions include
restructuring, diversification and quality improvent.

There was quite a wide variety of different stratedecisions made in MicroLink,

Regio and Ordi and mostly they did cover these dileti types represented in
proposition 1. However, the strategic decision a€mglink to conduct several stock
emissions does not classify to any of these typable 11 gives a better overview of

each type and corresponding strategic decisioniandink, Regio and/or Ordi.

Tabel 11.Strategic decisions in MicroLink, Regio and Ordile context of the main

decision types.

Decision type |MicroLink Regio Ordi
Restructuring | Selling wholesale |- -

operations (R)selling

business subsidiaries

(R)
New product Launching Delfi (P) MPS, LBS (P) LapdR), new

solutions (R)

Organizational

Structural changes (R

Organizational changg

oStructural changes (R)

changes (R)
New process |- Going over to digital -
technology technology (P),
Investments in DGPS (R)
Marketing Authorized dealers (P) Cooperation with E-sales (R), Branding (R
strategy Ericsson (P), New sales
channels (P)
Geographic Internationalization to | Expansion through Expanding throughout
expansion Baltic States (P) cooperation with mobile| Estonia (R), Export to
operators (P) Latvia and Lithuania (R)
Diversification | New information and | Different product -
internet services (P) |solutions, GIS based
solutions (P)
New facility Aggressive M&A-s (P)Merger with DONE (R), | New branch offices acros

sub-company with EMT
(P), buy-back deal (R)

Estonia (R)

5S

HR strategy

Employees involved in
strategy elaboration

Employees involved in
ISO implementation

Quality
improvement

Cooperation with mass
producers (P),
Implementing ISO

quality standard(P)

Source: compiled by author, based on Mintzbetral (1976), Hicksonet al (1986),
Dean and Sharfman (1996).
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In table 11 it is also noted whether the stratelgicision was proactive or reactive and
as it can be seen, most of the decisions were fweaic MicroLink and Regio, but
Ordi’'s decisions were mainly reactive in their matuOnly in case of the decisions
concerning organizational changes all three congsasiowed reactivity, which mostly
occurred because the companies could not operétetieély any more without a
concrete organization and structure. What is isterg is that Ordi was the only
company that emphasized the significance of cohstaprovements in quality, which
was also a strategic decision on its own. At theestime Regio emphasized the role of
constant development and research on new proddctezihnology opportunities, and
MicroLink’s overall strategy was aggressive intéio@alization in order to become a
Pan-Baltic company. Thus, the main strategy andowidiffered a lot between
MicroLink, Regio and Ordi. However, the propositidrholds quite true; the primary
strategic decisions in the case companies included product development,
organizational change, marketing strategy, geogecaptpansion and new facility, while
the secondary strategic decisions concerned réstimg, diversification, quality
improvement, new process technology and human resairategy. As it appears, the
difference from the proposition is in the types npwcess technology and human
resource strategy which in the case companies sugngorting strategies.

Proposition 2: ICT companies that make strategicislens in the context of dynamic
capabilities are more sustainable in their develepinthan companies that make
decisions either in the context of external envinent or organizational capabilities

only.

The three case studies demonstrated clearly thahwahcompany concentrates mainly
on its organizational capabilities, it does not cesd in terms of stability and
sustainability. In the second half of the 1990s iRegarched for financial means to
develop its products and gather knowledge, buthim ¢énd it brought along great
financial losses. As Martinson (2007) denoted, Blienk concentrated mainly on its
vision to expand over the Baltics and develop petgllike Delfi, but it also needed
extensive investments. At the same time they didcomsider external environment
much and as MicroLink’s case study showed this kb@dcompany to huge financial
loss. Speaking of Ordi, which main goal was stapgtewth, the organizational
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capabilities were in constant interaction with exé environment. Ordi’'s strategy was
to improve the quality and management system, ekpgrthrough-out Estonia; all in
reaction to changes in the market (customer nemdseasing competition, new
solutions etc). This in turn strengthened Ordi'srkeg position and also helped to
increase sustainability a lot. Thus, when a compsagks for strong growth it should

definitely try to improve its dynamic capabilities.

The following section concentrates on the resuitthe cases placed in the context of
the aim of the present thesis. The discussion aesalthe role of different influencing
factors on strategic decision making and how ialfinresulted in innovation. These
interactions are brought out separately with eaate dMicroLink, Regio and Ordi),

which in turn gives an opportunity to explain tredidity of propositions 3, 4 and 5.

In case of MicroLink, three types of innovation weevealed; product, organizational,
and marketing innovation. Product innovation waes réssult of the strategic decision to
concentrate on Internet businesses as the managesaen huge opportunities to
increase and earn profits with Delfi portal. Théuancing factors came mostly from
external environment: the increasing number of rivee users and the impact of
worldwide portals like e-bay and Yahoo. In the estitof component and architectural
knowledge the innovation was modular, based oncttrament feature, which was
promptly adopted by the portal users. The stratdgusion itself was proactive as the
management saw the possibility to become the lgaportal, creating the need the

customers themselves were not yet aware of.

The first organizational innovation was quite ratliand occurred when ML made a
strategic decision to start quick expansion throoggrgers and acquisitions (M&A),
which led them, first, to the merger with Astrodadad later, with many Latvian and
Lithuanian companies. Therefore, there was a gread for organizational changes and
moreover, financial means in order to improve thmganization’s capabilities. The
decision was proactive as MicroLink perceived tippartunity to become the biggest
IT company in the Baltic States. The consolidatimin IT companies was rather
outstanding at that time, as it required couragestoand a lot of finance. The strategic
decision behind the second organizational innowatieas reactive as MicroLink
struggled through hard times and in order to camtiits activities there were structural
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changes and additional funding was needed. Thesetwsial changes did not add any
component knowledge, but the architectural knowdedy the organization was

improved; hence, the innovation was architectual.one hand, the influencing factors
of the decision to change organizational structtaee from inside, as there were
organizational problems and lack of financial medms the general reason beyond was
the collapse of dot-com and NASDAQ which MicroLiskstocks were closely related

to. In truth, the whole future of the company wasclear and there was a great

possibility that ML would close down.

Marketing innovation was the first innovation indvibLink, resulting from the strategic
decisions to expand abroad and use the conceputbbrized dealers in order to
strengthen the company’s position over the Balfités was proactive and radical at the
same time as the purpose was to anticipate compgeby providing efficient customer
service. In summary, during 1991-2005 MicroLink wpaste a unique company, who
had a strong vision and strategy from the beginnihge to that, the company did not
react to environmental changes, but tried to chahgesnvironment itself and the fast-
evolving IT sector gave advantageous opportunitytat. The figure 20 illustrates how

the previously described events happened in MictoLi

External environment
Rapidly increasing IT sector
Worldwide examples (e-bay, Yahod
Dot-com, NASDAQ

¥ Incremental ArchitecturaJI

Strategic decisions
Proactive: Reactive: Q
Expanding abroad Restructuring

M&A Org. change —

Launching Delfi

Authorized deale <:> <>
f O

Organizational capabilities
Inefficient organization Modular Radical
Lack of financial means

Strong vision and strategy

N—r

INNOVATION

Figure 20.Innovation in MicroLink resulting from the strategiecisions and their

influencing factors (compiled by the author).
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The case of Regio is evidently different from Miciik’'s case and the company has
always been very product-oriented and the maintopredias been “how to improve,
what kind of new products to develop?” All innowatitypes were presented in the case
of Regio, which were mainly radical and perceivedtioe global market level. Process
innovations were the result of the strategic deoigb implement new technology and
know-how. The main influencing factors were thesérg organizational capability of
human resource, namely geographers, who knew whegsential to develop products
and what kind of knowledge they were missing tovpgle these developments. The
decisions were proactive in their nature as Ragad to anticipate competitors by being
the only company in Estonia, and among many otbanties as well, who went over
to digital technology. In the context of architeeduand component knowledge these
innovations were definitely radical as they changled whole understanding how

technology could be implemented and what knowlexty#d be achieved.

As the central strategy of Regio was to find wagw o constantly develop products, it
is quite logical that many product innovations aced, which were also radical in their
nature. The strategic decision was very proacteebse Regio never aimed to operate
according to customers’ needs, but instead, deterthiese needs itself by developing
solutions and products that the market will useelyidsooner or later. The main
influencing factor that provided company with radiprocess and product innovations
was organization’s members’ own will to develop stinmg new Besides, Regio’s
strong competence and knowledge, the product dewedot strategy was also
supported by strategic partnerships and internakioetworking, which was not only
beneficial for product innovations, but also for rketing innovation. It was quite
outstanding how Regio reached foreign markets titrabhe sales channels provided by
such gigantic company like Ericsson. Another imaottstrategic decision that gave an
important trigger to Regio’s produt innovation w&® management decision to buy
back the company from the holding company, whicth éeclared bankruptcy. It was a
reactive decision but with critical consequencefagio gained back its independence

to strategically manage the company.

The organizational innovation occurred as a restiithe strategic decision made in
1995 to involve investments from BSEF. The visioaswo take Regio’s developed
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products to the international market, but the campdid not have enough financial
capabilities for that. Because of the requirementte investors to develop Regio to a
normally functioning and manageable organizationmense organizational changes
were inevitable. Therefore, the decision was meeetive than proactive in its nature.
Also, the innovation was perceived mainly by thgamizational level, because the
changes were totally opposite to the employeesiipus experience of organizational
activities, which had been more of a club than mmany. The figure 21 summarizes

the previously described events and processesgioRe

External environment
Rapidly increasing IT sector
Technology from abroad
Competitors
Strategic partnerships

v INNOVATION
_ Strategic decisions Incremental Architecturg)
Proactive: Reactive:
- Investments and - External funding,
implementation of - Org. change, 0O
new technology, - Repurchase by A
-New products, management. _»

-Company with EMT,
-International networking,
-New sales channels
through Ericsson,
-Exporting to international

markets . Modulai Radica

Organizational capabilities
Strong existing competence o
geographers
Inefficient organization
Lack of financial means
Central vision of developing
something new

Figure 21.Innovation in Regio resulting from the strategicidens and their

influencing factors (compiled by the author).

All in all, similarly to MicroLink, Regio also had very strong vision of becoming a

global company with totally new products and salnsi. But during the first period the
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company was not yet aware of the internationabbzapossibilities and of the fact that
their products are innovative not only in Estonid practically all around the world.
Regio always aimed to anticipate market and impits/erganizational capabilities and
besides existing competencies, the fast-evolvingddtor gave also many opportunities
for that.

In case of Ordi the manifestations of differenteymf innovation has been influenced
by the company’s main focus on stable and contisagvawth rather than on aggressive
expansion. There were three types of innovatiomesgmted during the period 1992-
2005; product, organizational and marketing, whigre mainly incremental in their
nature. According to Sisask (2010) Ordi’'s produate always changing and are
therefore always a subject of innovation, but thanges are incremental and definitely
not radical. Most of these innovations are not eperceived by customers but only by
the members of the organization. Starting the proda of ORDI laptops was
definitely perceived on the local market level, leeer, Sisask does not count it as
innovation because two years before that, MicroLwiks the first company, which
started to produce laptops in Estonia under its tnademark; however, without any
success at that time. But as the author of theeptggaper suggests that innovation is
not only coming out with new products, but the impot aspects are also successful
commercialization and profitability, producing OR[ptops could be accounted as
innovation. The main factors behind this decisiorerav Ordi’'s organizational
capabilities that were under constant improvemeéhts was a result of the strategic
decision made in the previous period: to start eoaon with different mass producers
that could increase the quality of Ordi’'s produ& the other hand, Ordi reacted to
customers’ needs and as the market was very dengaadid quickly changing, there

was no other way than to constantly improve Orcdépabilities.

Organizational innovations were quite radical indiQrwhich were the result of
significant organizational changes in structure amghagement. The first innovation
was perceived mainly by the members of the orgéinizawhen Ordi started to expand
across Estonia, opening first, the branch officeTadlinn. As Sisask denoted the
competition was increasing so rapidly that Ordi hadstart expanding to insure its
market position. The decision to implement ISO 9@Qlity management standard
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resulted also in organizational innovation. Althbuthe changes were radical, the
management tried to implement them as painlessbosasible, and therefore employees
were also involved in the implementation and decisnhaking process. This made it an
innovation on the local market level approved byests, because it was not very
common to involve employees with the process of E&nhdard implementation. The
influencing factors were mainly the same; to imgrayuality, meet the customers’

needs and support organizational sustainability.

Starting the project “e-sales” resulted in incretaémarketing innovation, which was
perceived both on the organizational and localllagee-shops were not very common
in the local market. At the same time in the conteixarchitectural and component
knowledge this particular marketing innovation wasdular, because only the
components of marketing were changed. But Ordi glgoalso incremental marketing
as the company’s strategic decision was to stremgtORDI brand and improve Ad
campaigns. The influencing factors here were thmesarganizational sustainability,
customers needs and improvements in quality. Tinerdi 22 illustrates the previously

described threads between strategic decisionsnanogyation.

External environment INNOVATION
Rapidly increasing IT sector
Competitors’ actions, Customers’ ne Incremental Architectura
Strategic decisions O <>
Proactive: Reactive: <:>
Cooperation with Expanding '
mass producers Starting “e-sales”
Implementing 1ISO Producing laptops O
Brandin¢ Q
Organizational capabilities Modular Radica|l

Inefficient organization, High cost
Lack of financial means
Strong strategy

[72)

Figure 22.Innovation in Ordi resulting from the strategic déans and their

influencing factors (compiled by the author).

The next figure 23 summarizes the above-mentionadifestations and takes together

the factors of the organization’s external envireninand capabilities that have
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influenced strategic decision making and the ggiatdecisions that led the companies

into innovation.

External environment: \1
Rapidly increasing IT sectof
Worldwide examples
Competitors
Strategic partners
Dot-com, NASDAQ
Customers’ nee:

Strategic decisions: @ @

- New products (P)
- New process technology (P)

- Organizational change (R)
- Marketing strategy (P) e  INNOVATION

- Geographic expansion (P)
- New facilities (P)

- Quality improvements (P)
A

Capabilities: \ 1
Competence of employees
Inefficiency in organization

High costs
Lack of financial means
Strong vision
Strong strategy

Figure 23.Innovationas a result oftrategic decisions influenced by external

environment and organizational capabilities (coetpiby the author).

Proceeding from the types of strategic decisioeditjure 23 demonstrates that most of
the types resulted in innovation, except restrurcgirhuman resource strategy and
diversification. What is interesting is that humasource strategy is believed to be one
of the most important strategies in ICT companes,in the case studies it appeared to
be a supporting aspect of general processes. &fessrto the fact that Estonian ICT
companies are lacking in efficient HR managemenik thiey should consider it as one
possible source of successful strategy. Also, difieation was not a strategic decision
resulting in innovation, but it could be consideesda supporting strategy in marketing

and meeting customers’ needs.
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Proposition 3. Primary environmental factors impattategic decisions that result in
process and/or organizational innovation, while @etary environmental factors

impact strategic decisions resulting in product amdnarketing innovation.

Table 12 summarizes the environmental factors haddsulting innovation according
to the cases of MicroLink, Regio and Ordi. Theresw& concrete evidence that the
proposition holds true. What could be concludeth& different types of innovations
are mainly the result of strategic decisions inficed by the primary environmental
factors (competitors, customers, suppliers). Omlg product innovation was a result of
a decision that was actually influenced by the sdaoy socio-technological aspects
(MicroLink, Delfi), but this is definitely not en@in to support the given proposition.
This result indicates that as the changes in 1QJedd a lot on global development and
trends, both the primary and secondary environnhdatdors should be considered
during the strategic decision making in order taehthe best results also in the sense of

innovation.

Table 12.Innovation resulting from strategic decisions iefiged by the primary or

secondary environmental factors.

Company | Environmental factor Strategic decision Innovation
MicroLink | Competitors, customers ~ — | Authorized dealers —»| Marketing
Increasing IT sector —» | M&A-s — | Organizational
Socio-technological aspects—| Delfi —»| Product
Regio Competitors — | Digital technology —| Process
International customers — | New sales channels —>| Marketing
Ordi Competitors — | Expanding __» | Organizational
Product
Customers __» | E-sales, Branding —| Marketing
Production of laptops—| Product

Source: compiled by the author.

Proposition 4: Conscious innovation managementiggéred by a certain need in a

company’s development.

Speaking of innovation as one object of strategicision making, the situation has
been also quite different among the three compaAiesording to Sisask (2010), until
2002 the strategic decisions were made accordirtheanarket needs and they were

reactive rather than innovative, but in 2002, wi@ndi implemented the ISO quality
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standard, innovation became strategically managealbhere was a need for

organizational growth and constant product develpm‘Ordi started searching for a

product that could sell better in the market. Thenges are so immense that the
product is in the constant innovation process aeny wften the customer realizes the
changes later, when the product is already in uderioted Sisask the importance of
innovation that has become part of their produgetigmment since 2002.

On the other hand, from the beginning Regio has ee&ompany that is trying to
develop totally new solutions to the market andcgdte the future needs of customers,
which shows the role innovation should have hadstrategic decision making.
However, Teet Jagomagi (2010) claims that innovati@s never been a singular
purpose and Regio does not even think of itselarasnnovative company. Instead,
Regio is lead by a strong vision to do new thingsoading to the competence the
employees hold. But the organizational changes tt@k place in 1999, when BSEF
invested in Regio, also brought along the undedstgnof innovation and that it is

manageable.

Also, innovation was never a purpose in itself incidLink, but the company
demonstrated the mentality of being the first amehie Baltics by implementing new
solutions in product range and also in the orgdimaaln fact, MicroLink was the first
company in the Baltics who started to produce laptander its own trademark, but the
timing was wrong and the market was not ready gesfich costly solution. Therefore,
in the beginning ML produced laptops only to busieclients and to its own
employees. “But the truth is that we had no stiatetjversification, all the new
solutions and ideas were included if a person,pargon came up with some,” said Enn
Saar (2010) about the real situation in MicroLinktiu 2002-2003. At that time
immense organizational changes took place, bringitapg also innovation. The
company’s structure was changed to matrix structwkich changed the whole
management system and also the role of innovaBefore that innovation had been
episodic, but after the changes in management garbe one part of the general

strategy.

All three cases indicate that companies becomeewfannovation as a strategic matter
after a comprehensive organizational change, wisialriven by the need to intensify
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operation and management of an organization. Bhedso supported by the fact that
especially in 1990s Estonian ICT companies wereingcin managerial skills and most
of their decisions were based on intuition rathkeant well-considered analysis.
Therefore, it could be concluded that in ICT comesninnovation is not a strategic

matter but more a practical issue.

The need for an effective organization usually Inees evident when a company grows
bigger, which usually brings along formalizatiordastructural order. The general belief
is that this kind of organizational determinatiarhibits employees’ creativeness and
autonomy. But the case studies did not supporidba that companies lose much of
their innovativeness when their size increases. tin contrary, the potential for
innovation became even more obvious when the grafvthe case companies brought
along organizational changes. Actually, these west just changes, but innovation
perceived mostly on the organizational level, bisbeon the local market level. In
conclusion, organizational innovation is very oftée trigger to purposeful innovation
management; if a company wants to manage innovaffeatively it should first focus
on its organizational structure and managementtfeness. There could be a critical
moment in a company’s development when restrugusnnevitable, but if a company

does not pay attention to it, much of its innovagpotential might get lost.

Proposition 5. Strategic decisions in market oregghbrganizations are more reactive in
their nature and are influenced mainly by exterfaadtors, while strategic decisions in
entrepreneurship oriented organizations are moreagtive in their nature and are

influenced mainly by inner capabilities.

This proposition holds true, based on the caseesunf MicroLink, Regio and Ordi.
MicroLink and Regio present the companies thatesr@epreneurship oriented, being
mostly proactive in their decisions which are mpsihfluenced by their inner
capabilities. Especially Regio was committed to timeprovement of its inner
capabilities (e.g. processes, employees with sp&o@wvledge). In case of Ordi the
situation was the opposite, as the company’s ntaittegly was to maintain growth and
stability. Ordi’s activities focused on reactingdsternal factors: customers’ needs and

changes in competitors’ actions, making it a typiarket oriented company.
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Although the main influencing factors from organiaaal environment for MicrLink,
Regio and Ordi were the same, the main differermteden the three companies lies in
their strategies. MicroLink’s main strategy andusdas been internationalization and
at least in the nineties innovation was never g@sg on its own. The innovations
recognized in present paper were mainly the sitbstsf of MicroLinks strategy. The
same case was with Ordi, whose strategy was, onctmrary to MicroLink,
maintaining stability and steady growth. Regio,tbe other hand, implemented niche
strategy and innovation was seen as self-evidenteher it has never been a purpose
on its own. What is intriguing here is that eveufh MicroLink’s strategy was
aggressive expansion and internationalization, &iR@gas the one who achieved the
level of global innovation. MicroLink’s and Ordi'sinovations were limited to the

organizational or local level.

The case studies showed clearly that the more fweaa company is, the more
successful it is also in innovation. Moreover, @toaty with a focus on new
knowledge and ideas and marketing might bring al@afical innovation perceived on
the global market level, whereas proactivity witle focus on aggressive geographical
expansion through M&A-s in a local area brings glamovation perceived mainly on
the local market level. Reactivity, on the contradoes not support achieving
innovation on the global market level, but instedidhe focus is on reacting to the
customers’ needs and competitors’ actions, innowa hardly perceived even on the

local market level, staying mainly in the organiaat

What could be concluded from the previous resufgeaking of ICT companies,
innovation is more a pragmatic than a strategizesand therefore, innovation
managemenper sehas not been determined as necessary. But asatioiovs an

important factor for sustainability and competitiess, an ICT company should

consider several aspects when making strategisidasi

The main answer to the posed aim of the thesidhas ¢rganizational environment
strongly impacts strategic decisions resultingrinovation. The more innovative the
company is, the more it possesses critical orgHoizal capabilities, like the
competence of employees and financial resourcdsfith@® the circumstances of the
external environment. Another important factor thatluences strategic decisions
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resulting in innovation is the vision a companydlif a company is more proactive
than reactive in its decision making. This is eggBcimportant when a company is
lacking in critical organizational capabilities ansles external opportunities to improve

them. Thus, the concept of dynamic capabilitiesssential for ICT companies.

Also, if a company wants to gain from innovationairshorter time-frame, there might
be a concrete need for organizational improvemenmitsch should be considered as a
proactive strategic decision rather than a reacin& which is usually the case of most
companies. Organizational changes should not beemnireevitable consequence when
a company has grown too big, but organizationalraw@ments should be an ongoing
process that supports the general vision and girate

Another aspect that entrepreneurs should consitéenwnaking strategic decisions is
the level the possible innovation should achieweerkf the strategic decision does not
include innovation management, a company shouldosdhahe level of the main

strategy. If it concentrates mainly on the localrke$ innovation resulting from the

strategic decision making will also be perceivedtiiy organizational and local level
only. But if a company tries to develop its strgtég the context of global market, the
decisions have better outcomes in innovation atagebn the global market level. This
means that both the primary and secondary enviratah&actors should be considered
in the strategic decision making and in the improget of dynamic capabilities.

All in all, even though a typical Estonian ICT coamy does not manage innovation
purposefully, it still has many chances to be iratwe in the sense of the innovation
specification in the literature. The company juas$ o develop dynamic capabilities, be
more proactive in its strategic decisions andarthink wider than in the context of the
local market, and then the company is successfeh évthe innovation is defined as

episodic.

103



CONCLUSION

Innovation has become a central factor of sustdibaim Estonian ICT companies that
have to consider innovation as a normal part af $teategy. Due to the characteristics
of ICT companies, most of the strategic decisions aready accompanied with
innovation. Nevertheless, innovation can also em@&pgisodically as was the case of
Estonian ICT companies in the 1990s. The presemlystocused on the influencing
factors that have affected the strategic decisiaking in Estonian ICT companies and

led them into innovation.

In the present master’s thesis innovation was ddfems an implementation of a new or
significantly improved product (good or service),pwvocess, a new marketing method,
or a new organizational method in business pragtieeorkplace organization or
external relations. In order to understand diffesspects of innovation better, the types
of innovation were analyzed and the main types,pttoeluct, process, marketing, and
organizational innovation, were brought out andiptd the context of architectural and
component knowledge. The literature is mostly catreging on product innovation in
line with process innovation, but marketing andamigational innovations have gained
the secondary meaning in the literature. Therethie present study also helped to open

the role of marketing and organizational innovatigpes.

Strategic decisions should be made in accordante avicompany’s organizational
environment, which includes the external environmemd the organization’s
capabilities. The external environment for ICT ceamigs is very dynamic and
complex, in which both, the primary and secondamyirenment act as important
influencing factors and this, in turn, causes utadety when the management has to
make decisions. Therefore, to be in line with @E-evolving business environment, an
ICT company has to constantly develop and imprésy&€ompetences and resources in

order to achieve the benefit of dynamic capabditie
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It is a believed that most of the innovations, esdly successful ones, result from
conscious and purposeful search for innovation dppdies. But in the present thesis
the starting-point of the analysis of Estonian I€dmpanies was the fact that in the
1990s they were not innovation focused. Therefibre following process was taken as
the base when analyzing innovation as the resulstadtegic decisions: first, the
strategic decisions were brought out; then the rorgdion’s capabilities and the
external environment were analyzed with each datjsand finally, it was detected if
the decisions lead a company to a product, proceasketing and/or organizational

innovation.

The results of the case studies of MicroLink, Remm Ordi showed that in the 1990s
and also at the beginning of the 2000s innovatias an episodic manifestation in the
ICT companies’ development, but they did become rawaf innovation after
comprehensive organizational changes had occunrédei companies. These changes
were conditioned by the need to intensify operatind management of the
organization, which in turn refers to the fact thtovation was more a pragmatic than
a strategic issue for the Estonian ICT companidsusT if a company considers
organizational improvements as an ongoing prodesgssupports the general vision and
strategy, it could gain from innovation in a shotime-frame.

Another important result from the research is tiet main differences between the
revealed innovations among the case companiesedefrom their different strategic
goals. Ordi’'s main strategy was to maintain susfality and steady growth by
adopting with the market needs and the company slamnovations mainly on the
organizational level. MicroLink, whose strategy veagressive geographical expansion
by mergers and acquisitions, was innovative onldbal market level; and Regio was
the one who achieved the global market level with radical innovations, while
implementing niche strategy and concentrating adypet development. These results
also show that the more proactive a company ispbiee successful it is in the sense of
innovation, but reactive companies hardly achieweovation on the global market

level.

At the same time, the main factors from the comgsinorganizational environment
were the same for the three companies; howeverfoities was on different factors,
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which was also expressed by their financial measudamely, Regio and MicroLink
concentrated mainly on their organizational caj#sl and did not consider external
environment much, which brought along quite hugearicial losses. Ordi, on the other
hand, improved its capabilities according to théemal conditions and managed to
maintain stable growth even when there were ove@homic difficulties in the ICT
sector. Thus, the importance of dynamic capaklslited ICT companies is obvious and

also inevitable if a company seeks for sustaingldevth.

All'in all, if an ICT company does not include inraion as a singular purpose into its
strategic decision making, it can still be innovatiin principle The potential for
bringing along different types of innovation on tbeganizational, local and global
market level is very often determined by the conyfmgeneral strategic vision and its
proactive nature, which should be supported bylytsamic capabilities. If a company
mainly concentrates on the local market, innovatesulting from the strategic decision
making will also be perceived by the organizatioaall local level only. But if a
company tries to develop its strategy in the candéxglobal market, the decisions have
better outcomes in innovation as well as on thdédajlanarket level. This means that
both the primary and secondary environmental factirould be considered in the
strategic decision making and in the improvemehtsyynamic capabilities.

The author of the present master’s thesis sugdestsaaspects, when considering the
alternatives of further developments of the prestndy. Firstly, as the research was
based on the interviews with the former and pre€#®’s it could be presumed that
the interpretation of innovation and organizatiodelelopment is different among the
companies’ employees and top management. Therefaréher research should
concentrate on the perspective of employees andrtiie in the companies’ ability to
be innovative. Secondly, the research should ginéurand compare the results of the
present thesis with other sectors, like biotechgyldor example. Biotechnology is
believed to be the next field where immense chaagelsdevelopments will be taking
place, bringing along worldwide innovations. Thimgotechnology could be a very

interesting field to observe innovation and orgatianal developments.
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Appendixes

Appendix 1. Common myths about innovation

Myth

Reality

Innovation is about
creating exciting new
products

Much of the world’s innovation goes unseen becatissy are
architectural. They make production more efficiant controllable
offering consumers lower prices and higher quality.

Innovation requires
creativity

This myth of the “mad scientist” is enduring, andrpoted by some

of the more successful innovators. But it belieg tieality of
hardnosed management required to create a truljirexcustomer
experience.

Innovation is
expensive and takes
time

Some fields, like pharmaceuticals, take time anchewp others arg
not as resource intensive. In either case, notviatnay is even morg
expensive in the long run.

O— D

Innovation requires
hundreds of product
ideas because failure
rates are high

Every innovation has its own life-cycle of applicat Effective
innovation management assesses the maturity anfttaprity of

innovations at every phase and eliminates or sidgliprojects tha
cannot contribute. Good managers will concentratgust a few of
the most profitable innovations to avoid losingusc

—*

Metrics, financial and
otherwise, can assure
the right innovation
and technology

choises

Only in the broadest sense. Accounting and findrotrics were
designed for industrial economies with heavy phglsicesource
usage. We still do not have good metrics for mamga@inovations;

this is one significant source of innovation risk.

Source: Rothwell (1992).
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Appendix 2. Comparison of the dynamics of MicroLink’s, Regiaisd Ordi’s turnover
and profit during 1997-2004 (in millions EEKS).

Year Turnover Profit

ML Regio Ordi ML Regio Ordi
1997 183 10 35 19 0,7 0,8
1998 431 12 79 2,4 1,2 3,5
1999 640 18 106 6,2 14 3,5
2000 258 21 147 =77 1,6 6,2
2001 9241 32 206 3 -0,6 9,1
2002 958 19 245 8,3 -4 8,4
2003 905 23 274 42 15 6,3
2004 556 24 305 317 12 5,6
2005 197 45 377 4,9 2 4.4
2006 280 54 424 13 2 9,9
2007 365 52 495 0,5 3,5 7,9
2008 367 72 309 -11 59 -15

Source: Baltic Business News.
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Appendix 3. Interview with Allan Martinson, the CEO in Microlk's during 1998-
2004.

Palun periodiseerige MicroLink'i tegutsemisaegallligkid perioode saab eristada?

Milliseid strateeqilisi otsuseid tehti nendel pedidel ja millised olid peamised

ettevottesisesed ja —valised tequrid, mis mdjutatsdstamist?

MicroLink (ML) asutati 1991. aastal. Eesti poisiiid Singapurist juppe ja panid siin
kokku. Brand oli suurem kui firma ise, kuid riisteakaive ikka suur, lisandvaartus
vaike. 1993.a. mindi juba Latti ja Leetu. 1995.takaitasin Leedu kontorit pUsti panna.
Etteotsa joudsin alles 1998. aastal, mil lahtekohttugev. Tugev bréand, tugev
meeskond — heas mottes agressiivne, kohe sihidusahklielistumisele, ka Venemaa
vahet tegime Uhtteist. Sel ajal olid IT ettevotteelstis ikkagi vaga eestikesksed. Kui
mina tulin, siis oli ettevottes veel viis-kuus efieet grupis - tegelesid 1998ndal
internetilahenduste pakkumisega, jaemuugikohad, vesés muaugid,
raamatupidamistarkvara — kdik need ettevotted laidliihe valdusfirma katte, kus
polnud Uhtegi tootajat. Olid isiklikud sdprussidemeihised tuttavad, kuid uhist
ettevotet polnud. Hulgimuugi-distribuutorfirma miitdimeerika firmale CHS. Tulud
viidi dramitdavasse osasse, kulud allesjgavassmadse, et kasum dles luta. Kaks
asutajat said CHS-It raha, nii et enam rahavajagiusihud, neil tekkisid ka uued huvid,
seega tdmbusid eemale. Mulle anti tegutsemiselpatiasks vabad kded. See oli hea
vdimalus, sest sai teha omi vigu/kordaminekuid.rghiine Astrodataga toimus 1998.a.
suvel. Uritasime siis gruppi moodustada — moodustdL juhatus, (hised
kaitumisnormid, eelarve —, kuhu léks siis aastaaad@ius-seitse ettevotet thendati
suurde gruppi, kokku sai palju inimesi, kes varelasé@ kokku ei puutunud. 1999.a.
tulid fondid, investorid, kes olid huvitatud rahangmisest gruppiPrivat equity oli
turul, arengukapital, riskifondid siis olemas, mid& ara kasutas. Ettevottesse tuli 40
miljonit krooni, vanad omanikud said ka mingi ossel Strateegilises mottes oli plaan
vaga rahvusvaheliseks minna, aasta parast oli &étée\keel inglise keel. Kaks
missiooni: esiteks geograafiliselt laiemaks ostenisfa Ulevotmisega, teiseks
kommertsportaalide alustamine. Siin vaga tugevagudn@om-l, yahhool, e-bay}
nendelt voeti Snitti, kopeerisime Eestisse ja Badtidesse. Esimene katsetus oli
online.ee, millest kasvas Delfi vélja. 55 ettevdaiktDelfi ja BNS-i vahel. Nuud 100%
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ML vahel. Sealt edasi oli laienemise missioon, 189%aks Saksamaa missiooni.
Aastaga kasvas ettevote viiekordselt, viis kordavla kaive, tbbtajate arvu suhtes sama
palju, ainult 6% olid vanad to66tajad vOrreldes 2008astat 1998. aastaga.
Pdhimotteliselt oli tegemist taiesti uue ettevdibemisega, osteti ja asutati, liideti
kokku 15 ettevotet. 2000.a. keskpaigaks oli kokRieBevdtet. Sel ajal pakuti veel raha,
.comi crashi polnud veel olnud. Raha polnud tegelikult vaj&tseonarid ei tahtnud
aktsiaid mudja, kuid toona oleks see olnud kdigganbekam — hiljem said nad mutgist
toonasest hinnast 2/3. NASDAQ’iga aktsia hinna stidpselt Uks sajale, esimesed
emissioonid 165/16500, kdige kdrgem hind 500, NASDIA 50000. Nii et kui
NASDAQ kukkus kokku, ka ML kukkus kokku — tugevawritelatsioonis NASDAQ'i ja
.comiga. Siis oli kiiresti vaja uut kasvu. Usutt, saadi normaalse hinnaga raha sisse,
kuid firmad olid vaga erinevad grupis. Taheti Baltni vingemat IT firmat. Kaotati aga
Uks aasta. Kahjum oli 110 miljonit krooni, mis énwd aga planeeritud. Seetdttu tuli
bilansid teha puhtaks. Siis olid integratsioonijamBelfisse oli vaja aga raha panna,
paljudel ettevotetel ei lainud nii, kui vaja. Skakkus bors kokku. Palju oli laenuraha,
kahjum so6i ara pohikapitali laen/pohikapital = 1QKardeti isegi, et Hansapank votab
firma &ra) ning tehti hAdaemissioon madalate hiadad- vaga piiri peal mang oli. Siis
2002. aastaks olid rasked ajad moddas, saadi adtpaika, paarimiljonilised kasumid,
amortisatsioon oli suugash flowlaks positiivseks — asjad hakkasid Ulespoole maem
ML-i suurim viga, et oldi ennast positsioneeritudkikapitali peal, palju passiivseid
aktsionare. 70-80% olid inimeste kaes, kes vajasifapaasu, kuid seda ei saadud
refinantseerida, borsile oleks tulnud minna. Tougatgelt strateegilise muigi poole
hiljemalt aastal 2005. Kogu ettevotet oli vaga easkiiia, seetdttu muudi osade kaupa —
portaal norrakatele, SAF tehnika borsile, arvutitmioe muiudi managemenie,
Ulejaanud osa Telekomile — kogu grupp lakkas oléniedfi portaali mudgist saadi 80
miljonit krooni, tanasel paeval, kolm aastat hilj¢2®07 — T.K.) on selle vaartus aga
500 miljonit. Delfi oli kdige vaartuslikum, mutdida vara. Kui oleks bdrsile viidud,
oleks veel vaartuslikum olnud, kdik ju kasvab, mdjas, ettevOte, praegu oleks
tegelikult vaga kasumlik ettevdte. Telekomid lakgitli omavahel, Eesti ja Lati omad.
Eesti omad integreeriti Elioniga, Lati omast pooimesi ara lainud, ettevote hakkab

nime vahetama. ML oli minu kdes. Kolm ML-i on ntigHs lainud oma teed. Balti turul
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kolm ML-i, eri riikides, eri omanike kaes. Oleksahall ideaalne borsiettevote, ideaalne
katapult jargmistele ettevotmistele...

Millised teqgurid eriti mdjutasid nende perioodid®ksul ettevotte kaekaiku?

Dot.com’i kokkukukkumine, 1998. aasta Venemaa kritsis mojutas kogu Eestit
NASDAQ, majanduskasv, Euroopa Liit — piirid avamesoli voimalik Balti turult
kaugemale mulda. Seesama SAF Tehnika sai Latisti edasneda. Kuid
valiskeskkonnaga ei olnud vaga palju ML seotud, milingi oma visioon, tehti
pikaajalisi otsuseid. Paljud meie kallal toona kiilisesid, et kdik pahasti, Aripaev
kirjutas esikaane lugusid. Oli kull tegemist suurs&idega, kui tegelikult ei mindud dle
piiri — kdik mida taheti teha, investeeringud, amidi edukaks. Need, mis ebaedukad,
pandi kiiresti ka kinni. Omanikele kindlasti kasuknéttevote - 300 miljonit kasumit
Uhel aastal, teisel aastal ligi 400 miljonit kasun8elles mdottes need vahepealsed
kahjumid said kompenseeritud. Aga valiskeskkonsasti inspiratsiooni pigem, kuid
organisatsioon toimis ikka traditsiooniliselt — kdé kokkuhoid, kasvatad mudiki,
organisatsiooni toimimise tagamine. Kuid mingitebgmist ei olnud, et niid oli krahh

ja niud peame tingimata kdike teistmoodi tegemada i olnud.

Vaadates nlud tagantjarele, siis milliseid valiktetiti, millised eesmérqgid saavutati,

millised mitte?

Saavutasime koik oma eesmargid, mis ei olnud nigeste formuleeritud. Kuid
MicroLink ei Uritanud olla selline opereeriv ettégdui naiteks Ordi voi Helmes, kes
vaatavad kasumit, kaivet, palju on kasvatud. MLimliesteerimis- ja arendusettevote,
mis tdhendab, et me vdisime minna Baltikumi, teakidige suuremaid kahjumeid, kuid
samas teenida ka suurimaid kasumeid. Selles nitdtgss teine ettevote kui opereeriv.
Meie eesmark oli ikkagi Balti mastaabis teha skasumeid, viia edukad boérsile ja seal

vOimalikult kdrge hinnaga maha muda.

Vaadates joonist, siis kas Teie arvates on Eestekfori arenqg digesti positsioneeritud;

mis juhtub edasi nii globaalsel kui ka Eesti turul?

1990ndatel pandi réhk sellele, et asju sisse tuiamaha muiia, osteti arvuteid laua
peale. 1990 teisel poolel hakati tegema aplikatsga IT-d maistlikult kasutama — riigi
infostisteemid ja pangasusteemid. See oli aeg, kaisTagrihUpped, e-valitsused jne.
Siis 3-4 aastat oli vaikelu, 6eldi, et midagi uutwde ja aastaks 1999 oli kdik juba ara
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tehtud. Kuid siis 2003 tuli jargmine laine — SkyjePlaytech ja siis need 90ndatel
alustatud asjad — e-valitsus, e-maksuamet, detépbr kes saavutasid vaga suure
kvalitativse huppe aastaks 2005, kui paljud inietkshakkasid neid laialdaselt
kasutama. Kuid eelkdige ikkagi Skype ja Playteatl|ektulekut ei osanud keegi ette
naha. Ukski EAS v6i majandusministeerium ei toethmad tulid ise. Mis sest vélja
tuleb, on raske 6elda. Sealt on palju raha riikiud. Skype’i ja Playtech’i mdju kestab
veel aastakiimneid, praegu vaga raske ennustadanSgiga-vaga positiivne. Mis on
natuke negatiivne on see, et IT tb6tajate palgadesnviinud lakke, kuid sellega on ka
nii, et kelle hea, kellele halb. Eesti on tanasetkél igal juhul kdige edukam Ida-
Euroopa riik vaartuse loomise ja tehnoloogia kasiga vallas. Ka riskikapitali hulk
seetdttu suurem, Uheski teises riigis pole niiypayorreldes teiste riikidega on Eestis
Uhe elaniku kohta investeeringumaht umbes paarkiimdrkerda suurem. Aga kuhu see

naud koik valja viib, on raske delda.

Teie juhtimisaja jooksul, millised olid peamisedjanisatsioonilised probleemid? Millal

saavutati kiipsusfaas?

Viimasel paaril-kolmel aastal saavutati kipsusfa&@ga erinevad firmad Ule Baltikumi
olid koos, kus erinevad bréndid, ajalood, kultuuNgnde kokkusulatamine vottis paris
palju aega. Kui enne oli 30 ettevdtet, siis I6pakaeid kolm. Palju selgem juhtimine,
palju vahem inimesi, palju efektiivsem. 2003. alasé korda ja siis visioon teisenes —
kui enne quick-and-dirty, siis nitd juba nd kontkdristus. Juhtimislikult muutus
igavaks, kuid normaalselt juhitavaks kontserniksoW-how oli tlebaltikumiline, back-
office’i asjad olid maapdbhised, maatriksstruktulietdi valja. Toimus inimeste vahetus
— kes olid stardiinimesed, laksid eemale, asem#iie igapaevatdotajad. Ma ise samuti
ju lahkusin selle téttu enne, kui ta muudi — mpea igapaevast administreerimist enda
tugevaks kuljeks. Minu roll oli ikkagi deal-makenvestor. Aga et iga paev kell

kaheksa toole tulla ja inimesi kamandada — ma @igomast rutiiniohvriks.
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Appendix 4. Interview with Rivo Noorkdiv, former CEO of Regio.

Palun periodiseerige Regio tegutsemisaeqa! Miligmrioode saab eristada? Milliseid

strateeqilisi otsuseid tehti nendel perioodidemjilised olid peamised ettevottesisesed

ja —valised tegurid, mis mdjutasid otsustamist?

Regio sai alguse vaikeettevotlusest. Minu teadse®i viies vaikeettevote Eestis, mida
sai teha kahel moel — alguses oli see kergetdoostigteeriumis, hillem sai ettevotet
teha ehituministeeriumi alt. Tol ajal oli Teadua-grendusfirma Regio (TAF), mis sai
tehtud Peeter Palu kaskkirjaga... Regio ajalugatalgealt, kui oli liberaliseerimine.
Seega sai alguse 1988-1989.a. Tallinna Pedagamdilstituudi ruumides olime tollal,
mis kasvas vdlja sealse uurimistegevuse juurese Mbtsee, et kui nagunii tekkisid
juba lepingulised kliendisuhted, siis miks mittehdeiseseisev ettevote. See kestis
poolteist aastat. Andsime vélja postkaarte ja mdlietollal — teeme asju ilusti,
susteemselt. Kuid aeg oli kehva ja teadust ei tseeritud. Selle firma alt tegime ka
seaduseelndu tolleaegsele plaanikomiteele — ndeddded, mis asuvad Tallinnast
valjapool, voiksid saada toetust. Ja see laks igdmija voeti kill maarus vastu, kuid
kui taheti aasta parast tulemusi, siis see oliajal suhteliselt keeruline, neid naidata
naud konkreetselt. Oli huvitav aeg, andis vabadusa asjade Ule otsustada ja teine asi
oli see, et paddsesime vélja ulikooli burokraati&stid me ikkagi leppisime Ulikooliga
kokku, et panime valja ulikooli all teaduspreemigdrimale noorteadlasele rahaline

preemia. Kuid esimesel perioodil lihtsalt otsitnast.

Kuna ma olen ise geograaf, siis oli Tartus seladva mees nagu Juri Jagomagi.
Temaga ja ta vendadega arutasime, et voiks tehdekjaamida kdike vOiks Uldse &ara
teha, eriti kaardivaldkonnas. Tollest hetkest saitee, et tuleb kindlasti ara teha Eesti
teedeatlas, eestikeelne gloobus, pinnamoe kaavdidkaardid, morfoloogiline kaart,

kus oleksid reljeefid. Olime kuulnud, et kusagilu@sias anti plastmassist ruumilisi
kaarte valja. Meil oli mingi 60-70 ideed - vagajpabtleid, hakkasime otsast pihta. Tol
ajal oli aga vaja riigilt erinevaid lube kaartidegemiseks ja siis me motlesime, et
proovime teha Eesti vetekaardi ja selle me tegimsgnesena. Riias oli kaardivabrik ja
seal me kaisime dppimas, kuidas kaarte teha — eegisitsi, kleepisime. Siis ma kaisin
Taanis tudengivahetusprojektiga. Regio alt oli tegdojekt, mille raamis toodi

tudengeid Tartu Ulikooli. Igal juhul tdin sealt Glsvuti 1990. aastal. Selle pealt
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hakkasime véljatriikke tegema — mitte enam kirjutasimaga ei trikkinud kohanimesid,

vaid arvutis. See oli vaga kdva sbna tollal, kuideBnoloogia siseneb taolisesse
valdkonda, sest Ulejaénud tehnoloogia oli prakdiligasitoo. Hakkasime tegema vanu
geograalfilisi kaarte jargi, turul ndudlust oli,kana need olid tsna harvad kaardid, siis
me arvasime, et see oleks Uks igavesti vahva taguaitame inimestel mélu taastada
l&bi kaartide. Tegime ka postkaarte edasi, kugld@id ariplaanid ja teadusplaanid kaks
erinevat asja, teadusele tuli juurde maksta. Kuaaotin tookord selle firma direktor,

siis ma jouga suunasin postkaartidelt teenitud rédwdustegevusse. Kuid osad
inimesed, kes postkaarte tegid, ei olnud selleges nj@ nii me leppisime kokku, et nad
teevad postkaartide ari ise edasi, nii et nad lsicktirmast. Samas teadust ei tahetud
tookord ja siis hakkas kaart tulema ja endal olitkevi ja Juri Tartust oli tdeline

kaardifann.

Seega algas regionaaluuringutest, laks Ule geoligtafkaartide peale, tegime
Faximi'le véljaandeid paris mitmeid, ka Eesti Valmar aegsetest kindralstaabi
kaartidest. Tol ajal oli vbimalus ja tekkis motbaecestikeelseid kaarte, vaadata, kuidas
on maastik muutunud ja see kirja panna. Meilt kisit kas me ei taha seda edasi
arendada. Nii et Teet kais Ameerikas dppimas jatkis meile, kuidas arvutite peal seal
kaarte tehti. Kui Teet tuli poole aasta péarast fggaiis sai selgeks, et senine
kaarditegemine ei ole eriti moistlik. Kuna meil olks osa ettevotmisest Tartus, teine
Tallinnas, siis tegime Tartu osakonna Tartu Ulikqohktikabaasiks. Praktiliselt kogu
kartograafia tudengkond kais meil kaarte tegemas, @i 1990ndate alguses. Siis
iimuski Eesti teedeatlas, mida polnud olnud Ule d&d#kta, see oli n6 labimurre.
Leningradis kadisime ka ennast tdiendamas. Niiiehérelg jooksis Tartus ja Tallinnas
ning Riias ja Leningradis kaisime dppimas. Aril kak vaga hasti minema. See oli ka

missioonikisimus — ajada Eesti kaardi asja. Sewiole etapp.

Kolmas etapp algas siis, kui Teet tuli tagasi jadvgquhiks. Oli 26-aastasen vaga noor
juht, kuid dige otsus, sest kartograafia laks @# larvutite peale, nii palju kui tookord
oli vdimalik teha. Geo-infoststeemi (GIS) tahendas. Meil oli mote, et mida rohkem
me maa kohta infot kogume, seda parem on. Meil withl vaga vBimsad arvutid,
praktiliselt sama vOimsad kui Hansapangal. Satielpiealt votsime koordinaate GISi

jaoks. Nii et siis oli vAga selgelt kartograafigke ruumiinfole spetsialiseerumine.
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Nagime, mida kodike saab ruumiinfoga teha, nii etkkhgime otsima
finantseerimisvahendeid. Vahepeal votsime ka Maggsinlaenu, kuid hakkasime

otsima ka partnereid.

Nii et siit algaski neljas etapp, kui Balti Ameailkond pani Regiosse riskiraha sisse.
Siis hakkas tdsine reaalne &ritegevus peale, saatch ndudsid tohutuid aruandeid,
Ulevaateid. See v0is olla aastal 1994. Siis Teetj®mtajaks ja mina laksin siis

valitsusse Lauristini ndunikuks, kuid jain osalusegisse ja olin ndukogus. Sealt see
kasv oli paris Kiire, tehnoloogiline areng oli kifa oli olemas ndgemus, mida sellega

kdik saab teha.

Viies etapp oli see, kui ameeriklased miuisid kogpatuse maha, mis I6ppes meile
kdigile paris traagiliselt, kuna meie ei teeninuddagi. Ameeriklased ja soomlased
teenisid hasti. Meil oli arusaamine, et meil on avdgpa toode, see positsioneerimine.
Kaisime modda pankasid, et finantseerimist leidad lkeegi ei saanud aru, mida see
toode tdhendab. Meile soovitati votta korteritelpdaenusid, kuid mitte tehnoloogilise

lahenduse peale, tootearenduseks. Nii et me eudaaa. Ja sealt tuli mote, et ei jaa
muud Ule, kui tuleb Done’le. Siis oli IT tipp, kalkeuga kukkus aga kokku. Regiole

anti Done aktsiaid, ameeriklastele sularaha, hiljarkkus Done aktsia kokku, nii et

Regio kannatas kdvasti.

Viimane etapp ehk ameeriklastega ,mangimine* viellesi, et saime lepingu
Ericssonilt. See oli suur labimurre, et saad sellksiurusega partneri siit vaiksest
Tartust. Ka EMT-ga tehti thisfirma U-Kine. Ega meiéha siis ei olnud, kuid Ericssoni
kaudu tekkisid sidemed ja tekkis arusaamine, etlestalkse konkureerida maailmas.
Kaardi tegemisest andmete midgini on asi lainud.U&k8e andmeid, mida
kombineeritakse ruumis, mis annavad taiesti uusnafusi. Meil oli olemas missioon,
visioon, t@sine ariplaan, mis kull vdibolla 5 lehdtuid murrang oli siis, kui
defineerisime ennast kartograafia firmast posigsgsimisfirmaks. Mina olin seniajani

Regios ndukogu liige, kuni soomlastele ara muisidj aastani 2000.

Millised teqgurid eriti mojutasid nende perioodid®ksul ettevotte kaekaiku?

Esimene oli see, et véljamaalt saime tehnoloogsses mis oli podrdepunkt. Mindi

arvutibaasi peale, teine oli see, et hakati areutsglekteerima infot, mida hakati
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pakkuma meie klientidele. Seal tuli see positsiongae, mis sai vOimalikuks tanu
sellele, et mobiiltelefonid tulid kasutusele. Sele a@uline tegur véliskeskkonnas,
tekkisid vahendid, mis muutusid tavaparaseks — giie tegime Paasteametile
programmi, et kui inimene on metsas ja eksinudjistta saab helistada ja sellega saab
ara maarata tema asukoha. Eesti oli esimene gilelKileriigiline kaetus. Neid riike el
olnud véga palju, kus sai sellist teenust vottgi iasemel. Teine oluline tegur ol
rahvusvahelistumine, Ericsson. Ettevotluskeskkoroiasluline tegur selles, et tekkis

valishuvi Eesti firmade vastu, kogu erastamispssse

Vaadates nlud tagantjarele, siis milliseid valiktetiti, millised eesmérgid saavutati,

millised mitte?

Esimene valik oli see, et ,teeme ilusaid asju” #ak& Eesti gloobus, see oli omamoodi
kinnisidee, sest terve Vene aeg ei olnud Eestilmiebolnud. Sellega saadi hakkama.
Teine roll valikute tegemisel oli see, et inimeses oskasid neid asju teha, neid ei
olnud. Seetdttu me olime seotud TU geograafiatinstiga, mis oli kahtepidi kasulik:
tudengid said Oppida reaalselt kartograafiat neigalt me saime endale valida sealt
inimesi. Tartu selles mottes olulise tahtsusegat.kihi oleks olnud Tallinnas, siis
poleks saadud neid inimesi t66le. Olulise tegudhé meie partnerid, kes hakkasid ka
teatud mottes kallutama, naiteks EMT kallutas gasieerimise suunas, mis tahendas,
et panime selle peale ka rohkem ressursse. Hiljgos€on... Eesmarkide kohta ma ei

tahaks enam midagi 6elda, kuna pole enam Regios.

Vaadates joonist, siis kas Teie arvates on Eestekfori areng digesti positsioneeritud;

mis juhtub edasi nii globaalsel kui ka Eesti turul?

Ma arvan, et vOiks isegi innovatsiooni faasi ett@pddsta. IT-ga tegelesid tookord TIP-
S juba enne 1990. aastat. Me tegime uuringuid ja kasutasime juba arvuteid
ankeettootlusel. Statistika oli kdva, baasuuringbele oleks tlekohtune, nii et kindlasti
oli juba 1970ndatel. IT sektor l&heb kindlasti edd#E alal on Eestis vaga tugevaid
praktiliste valjunditega tegijaid. Kasvdi Regio, lati tal dnnestub veel rohkem I&bi
murda, siis laheb kindlasti edasi. IT on kindlaBgstis Uks vedavaid harusid, nii
meditsiinis kui biomeditsiinis. Minu arusaamine sge, et Eesti tahtsus globaalsel turul

kasvab. IT enda osatadhtsus Eesti turul ka kasvab.
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Teie juhtimisaja jooksul, millised olid peamisedjanisatsioonilised probleemid? Millal

saavutati kiipsusfaas?

Mul on raske vastata, kuna ei ole enam selle $&r@ggu on Regio ikka tundmatuseni
muutunud. Neid kaasaegseid juhtimismeetodeid, naftpises tegime intuitsiooni

pdhjal, tehakse nuud ikkagi teadlikult, naiteksriemork. Neid organisatsioonilisi asju

on seal kogu aeg tehtud. Aga jah, et sooviks aoldleem hinnanguid.

128



RESUMEE

INNOVATSIOON KUI STRATEEGILISTE OTSUSTE TULEM
ORGANISATSIOONI KESKKONNA KONTEKSTIS: EESTI INFO-A)
KOMMUNIKATSIOONITEHNOLOOGIA ETTEVOTETE JUHTUM

Triin Kask

Innovatsioonist on saanud ettevotete ellujgamisemetegur. Jatkusuutlikkust on
vOimalik saavutada vaid tulevikku vaatava ja uutdédendustele orienteeritud
motteviisiga, mis hdlmab nii organisatsioonilisieaguid kui ka uute toodete
arendamist. Vaga raske on aga ennustada, milligetkd ja teenused kindlustavad
tarbijate hulga kasvu, milline peaks olema strateedinaamilise ja keerulise

valiskeskkonna tingimustes, mis omakorda pdhjustatkindlust tuleviku suhtes.

Kaesolev magistritod keskendub innovatsiooni jatstgiliste otsuste vaheliste seoste
valjatoomisele, et kindlaks maarata tegurid, migutadvad strateegilisi otsuseid, mis
omakorda viivad innovatsioonini. Vaatluse alla ondetud Eesti info- ja

kommunikatsioonitehnoloogia (IKT) ettevOtete arealgtes 1991. aastast — ajast, mil
Eesti Vabariik saavutas taas iseseisvuse ning kBakkanema uudsetes ja paljude
voimalustega turumajanduse ja demokraatia tingiesusii990ndatel ja 2000ndate
aastate alguses tegid ettevotted strateegilisiseidupigem l&htuvalt turuolukorrast ja
valiskeskkonna tingimustest kui et innovatsioorjstselle saavutamise vajadusest.
Seetbttu juhtusid paljud sindmused ettevotete asemgitte konkreetse strateegilise

juhtimise tulemusena, vaid juhuslikult, k.a inn®rabn.

Sellest tulenevalt pustitab kaesoleva magistritbtbratoé eesmargiks vélja selgitada,
kuidas strateegiliste otsuste tulemusena on insma@t valja arenenud organisatsiooni
keskkonna kontekstis, kasutades kolme Eesti IKdvétte ndidet. Eesmargist tulenevalt

on pustitatud jargmised uurimisilesanded:
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1. analtidsida innovatsiooni ja tema tutpide teorsetiiamistikku;

2. tuua vdlja olulised aspektid strateegiliste otststeemisel, selgitades seejuures
ka organisatsiooni sise- ja valiskeskkonna rolli;

3. labi viia empiiriline uurimus kolme Eesti IT ette#®, MicroLink’i, Regio ja
Ordi juhtumite pdhjal,

4. anallusida juhtumettevdtete arengut;

5. tuua valja peamised aspektid kolmele juhtumandkitsiginedes, kuidas

strateegilised otsused on vélja kujunenud ninguddtaasa innovatsioone.

Magistrito6 esimene osa keskendub empiirilise wguwinteoreetilise raamistiku
loomisele, selgitades innovatsiooni, strateegilistsuste, organisatsiooni keskkonna
ning IKT ettevotete olemust. Konkreetsemalt tuuaksdja erinevad lahenemised
innovatsiooni tudpidele, keskendudes siin OECD Oslsiraamatu poolt eristatud
toote, protsessi, turunduse ja organisatsiooni vatsiooni ttupidele. Strateegiliste
otsuste olemust anallUsitakse |abi strateegilisetinuse protsessi, tuues valja
organisatsiooni keskkonna olulisuse otsuste tegdmiSamuti pustitab t66 autor
teoreetilises osas viis hupoteesi, mida kontrédtiaEesti IKT ettevotete kontekstis t66

empiirilises osas.

TOO teises osas antakse kodigepealt lUhillevaadeéi BEE sektori arengust ning

tutvustatakse uurimismetodoloogiat ja uuringu pladeejarel antakse Ulevaade kolme
Eesti IKT ettevdtte, MicroLink’i, Regio ja Ordi jabmitest, et analliisida nende arengut
strateegiliste otsuste ja innovatsiooni kontekstisitumanalttside pdhjal tuuakse valja

olulisemad tulemused ning tehakse jareldused Ikdvétete kohta Uldisemalt.

Ettevotete valikul l&htuti nende omadustest, misrasi osas kattuvad uldiste IKT
ettevOtete omadustega, andes samas hea Ulevadielkdesttevotte profiilist, kes
alustas oma aritegevust 1990ndate alguses ning rahiselt tegutsev ettevote.
Empiiriline uuring baseerub avalikele materjalidelettevbtete majandusaasta-
aruannetele ja intervjuudele, mis viidi labi Miciok’i, Regio ja Ordi endiste ja
praeguste tegevdirektoritega. Intervjuud endistbtigega viidi |&bi 2007. aasta

veebruaris ning praeguste juhtidega 2010. aastifisajar mais.
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Innovatsiooni defineeritakse ké&esolevas magissitdahtuvalt Oslo Kasiraamatu
(Onodera 2008) definitsioonist: ,innovatsioon orewdi markimisvaarselt tdienenud
toote/teenuse vOi protsessi, uue turundusmeetd@diuwe organisatsioonilise meetodi
rakendamine ettevotte praktikas, organisatsioodisvilissuhetes”. Samuti lahtutakse
Oslo Kasiraamatust innovatsiooni tudpide valikuhqieristatakse toote, protsessi,
turunduse ja organisatsiooni innovatsiooni, misaeatatud arhitektuuri ja komponendi
teadmuse  konteksti.  Teaduskirjandus  keskendub  pge#mi toote- ja

protsessiinnovatsioonile, jattes organisatsiooaituyrundusinnovatsiooni tahelepanuta,

mistottu kaesolev too aitab ka nende innovatsiabigmust paremini maista.

Strateegilised otsused tuleb teha vastavalt eteevikeskkonnale, mis sisaldab nii
valiskeskkonda kui ka organisatsiooni vdimekusiT li€ttevotete valiskeskkond on
aarmiselt dinaamiline ning mdojutegurite rohke, kiisprimaarne kui teisejarguline
keskkond omavad mojuteguritena olulist rolli, jae semakorda pdhjustab ebakindlust
otsuste tegemisel. Et olla kooskdlas kiirelt arenkgskkonnaga, tuleb IKT ettevotetel
pidevalt arendada ja tdiustada oma kompetentseegaursse, et saavutada eelis

dinaamiliste vOimekuste naol.

Uldine arvamus on, et enamik innovatsioone, eutikad innovatsioonid, tulenevad
teadlikust ja eesmargipéarasest innovatsioonivoistalotsimisest. Kuid kéesolevas t60s
vOetakse lahtekohaks tdsiasi, et 1990ndatel eidolBesti ettevotted keskendunud
innovatsioonile. Seetdttu kasutatakse t66s innax@ts kui strateegiliste otsuste tulemi
analtiisimiseks jargmist protsessi: kbige pealt keseavalja strateegilised otsused,
seejarel anallisitakse iga otsuse puhul orgarosaisvOimekusi ja valiskeskkonda
ning 16puks, tehakse kindlaks need otsused, mssdvettevotte kas toote-, protsessi-,

turundus- ja/vli organisatsiooni innovatsioonini.

MicroLink’i, Regio ja Ordi juhtumanalltside tulentast selgus, et 1990ndatel ja
2000ndate alguses oli innovatsioon juhuslik n&hikiE ettevdtete arengus, kuid seda
teadvustati parast olulisi organisatsioonimuutusis ettevotetes aset leidsid. Need
muutused olid tingitud vajadusest tbhustada orgdsioni toimimist ja juhtimist, mis

omakorda viitab tdsiasjale, et innovatsioon on migeragmaatiline kui strateegiline

kisimus Eesti IKT ettevotetes. Seega on ettevédtiehalik innovatsioonist kasu ldigata
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ka lihema aja jooksul, kui ta arvestab organisatsidaiustamist kui jarjepidevat
protsessi, mis toetab uldist visiooni ja strateegia

Teise olulise uuringutulemusena saadi, et peamesevused ettevotetes avaldunud
innovatsioonide vahel olid tingitud ettevotete wegiliste eesmarkide erinevustest.
Ordi peamine strateegia keskendus jatkusuutlikleugelkindlale kasvule, kohanedes
pidevalt turuvajadustega, ning naitas innovatsiqudhiliselt organisatsiooni tasandil.
MicroLink, kelle strateegia oli agressiivne geoditage laienemine labi liitumiste ja

Ulevétmistes, oli innovaatiline peamiselt kohaliktru tasandil. Regio oli aga ainuke
ettevbte kolmest, kes saavutas oma innovatsiooaidgtpbaalse turu tasandi,
rakendades niSistrateegiat ning kontsentreerudegea@endusele. Need tulemused
viitavad ka sellele, et mida proaktiivsem on ettey&eda edukam ta on innovatsiooni

maistes, kuid reaktiivsed ettevotted saavutavadahglobaalse innovatsiooni taseme.

Samal ajal olid ka peamised organisatsiooni kesk&otegurid juhtumettevotetele
samad, kuigi nende fookus oli erinevatel teguriteljs avaldus ka ettevotete
finantsnaitajates. Nimelt keskendusid Regio ja bliink peamiselt organisatsiooni
vOimekuste suurendamisele ning ei arvestanud pilsavdliskeskkonnaga ja see
omakorda tdi olulistel hetkedel kaasa suuri finkalgusid. Seevastu Ordi puudis
pidevalt kohandada oma vdimekusi vastavalt vabstnustele ning see vdéimaldas tal
sdilitada stabiilset kasvu ka ajal, mil Uldised amajustingimused IKT sektoris olid
keerulised. Seega on dunaamiliste vimekuste alliKT ettevotete jaoks ilmselge ja

jatkusuutliku kasvu seisukohast isegi valtimatu.

Kokkuvottes vOib Oelda, et isegi kui IKT ettevote laalu strateegiliste otsuste
tegemisel innovatsiooni omaette eesmargina, onkiagi olemas vOimalused olla
innovaatiline selle pdhilises tahenduses. Etteviitéentsiaal saavutada erinevaid
innovatsioonitliipe organisatsiooni, kohaliku tuauglobaalse turu tasandil on sageli
piiritletud ettevotte dldise strateegilise visioop proaktiivse natuuri poolt, mida
peaksid omakorda toetama tema dinaamilised voireekusui ettevote keskendub
peamiselt kohalikule turule, siis strateegilistsuste tulemusel kaasnev innovatsioon on
samuti tajutud ainult organisatsiooni voi kohalikuu tasandil. Kui aga ettevote pudab
arendada oma strateegiat globaalse turu kontelsiss ka tema otsuste tulemusena
kaasnevad innovatsioonid vlivad saavutada globaatagasandi. See tahendab, et nii
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primaarse kui teisejargulise keskkonna tegureidkiilarvestada strateegiliste otsuste

tegemisel ja dinaamiliste voimekuste taiustamisel.

Magistritod edasiarendusvfimalustena pakub t60 rautélja peamiselt kahte

alternatiivi. Esiteks, kuna uuring baseerus peadiniseervjuudele, mis olid tehtud

ettevOtete endiste ja praeguste tegevdirektoritegdy eeldada, et innovatsiooni ja
organisatsiooni arenguid vdivad ettevotte tootajaditi tdlgendada. Seetbttu voiks
edasine uuring keskenduda tootajate seisukohtadgitasgisele ja olulisuse

maaramisele ettevotte véimekuses olla innovaatilifeseks tuleks uuringutulemusi
vorrelda mone teise sektoriga, naiteks biotehnobagy mis arvatakse olevat jargmine
valdkond, kus hakkavad toimuma suured muutusedestikaasa maailmamastaabis
innovatsioone. See oleks &armiselt huvitav valdkonitle ettevdtete innovaatilisust ja
arenguid uurida. Samuti aitaks taoline vordlus pame avada Eesti perspektiivikate

sektorite omaparasid ning moju ettevotete arengule.
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