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Abstract 
The aim of this thesis is to conduct an on-site survey of IKEA Of Sweden, 
Älmhult (IKEA 2010b), with the aim to determine if IKEA Of Sweden, as an 
empirical case, innovates within its organization. Measuring innovation is 
achieved by investigating the level of alignment of the daily operational 
activities employed by the IKEA Of Sweden organization, with key, modern 
managerial theorists in the field of innovation and organizational structure; 
namely, Henry Chesbrough’s Open Innovation paradigm and Michael 
Hammer’s reengineering framework. The results are discussed; namely, that a 
methodological, innovative structure facilitating the discovery, execution, and 
measurement of ideas is not implemented.  

The on-site survey involved a qualitative technique to collect information via 
four departments; namely, the Product Development department, the Packaging 
department, the Material and Technology Development department, and HR 
department. There was one interviewee respondent in each department. The 
collected information was augmented with approved, roll descriptions, and the 
IKEA testimony (EMU 2010). All surveyed departments act as embedded sub-
cases within the overall holistic study. The questioning employed was open-
ended, enabling the collected answers be subjected to further analysis.  

Objective analysis is achieved via the Use Case technique; utilizing the research 
methodologies used by Robert K. Yin, as an empirical inquiry where more than 
one source of evidence is used (Yin 1984).  
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1 Problem and purpose of study 
1.1  Introduction and Background  

For over ten years I have worked within R&D, and sales in a multinational 
corporation which espouses for, and actively implements an innovative culture. 
Immersed in my daily work, I felt I had lost the objective focus of what 
innovation actual means. I felt challenged to investigate another organization, 
within another industry, with a global presence; did such an organization 
innovate? 

I initially approached IKEA Of Sweden, the empirical basis of this thesis, in June 
2010 of last year. I was drawn to them as they were compliant to my primary 
requirement of sourcing a successful, global brand which brings products to the 
market, in multiple countries; thereafter, I could look at its innovative 
capabilities. IKEA Of Sweden represented the perfect case; they were open to my 
thesis as it provided an empirical study for them to assess their internal levels of 
innovation. In addition, they are a complex organization, with multiple, inter-
working departments, who espouse innovation from the top-down; a perfect case 
study to test the prevalence of innovation across multiple organizational 
departments.  

This thesis pertains to organizational structure and the daily tasks of individuals 
within their respective departments, and the inter-working of such departments 
with other departments; and the openness of such individuals and departments to 
introduce new ideas into how they undertake daily work activities. Targeting 
different organizational elements gives this thesis a truly holistic evaluation of 
innovation across the wider organization; is there implicit innovation, and 
motivation to innovate in how everyone individually, and collectively carries out 
their tasks? Is innovation enabled via a corporate framework which harmonizes 
multiple, decentralized operational tasks, assigning an owner to champion its 
cause, enabling the transfer of information into and out of the organization? 
What creative framework is employed to differentiate the final product, and 
perpetuate success? 

The advent of this MBA course introduced me to the issue of innovation and 
organizational design. Innovation has been mainstay of modern organizational 
theory, championed in recent times by Drucker (Drucker 2002) and Chesbrough 
(Chesbrough 2007). However, innovation and organizational theory is not an 
exclusively modern phenomenon, evolving since its foundation in early 
organizational theory and the teachings of Fayol (Crainer 2003). Furthermore, 
the recent challenging economic climate has brought innovation and the need to 
be entrepreneurial, beyond the traditionally corporate realm into the 
Government realm, touching upon every facet of business. To perpetuate 
success, and distinguish from the competition, organizations, top-down, need to 
innovate new ideas. 
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My intention is to utilize the chosen organization as a single case study, 
measuring the degree of innovation of the daily tasks different stakeholders 
employ to get products to market. Measuring such tasks is achieved by 
benchmarking against innovation frameworks classified by prominent, 
contemporary organizational theorists. In addition, I will investigate the positive 
and negative effects of consciously implementing or not implementing an 
organized innovative framework. 

1.2 Theoretical problem  

Simply put; this thesis is an investigation and discussion around how to 
innovate, with the implications of it being so (or not) discussed thereafter. Many 
queries come to mind when considering what needs to be done to ensure an 
innovative environment .e.g., how individuals organize and carry out daily 
operational tasks within their local team, towards the wider department, between 
departments, extending to the wider organization, and further a-field beyond the 
organization? Should there be malleability in how individuals undertake their 
daily operational tasks? Is there a consolidation of activities on a department 
level, or any other level to ensure any ideas are recorded, and open for reuse? 
What seniority is necessitated to facilitate innovation? Should daily operational 
tasks be amended to facilitate innovation? 

Organizational structure with all the associated communication lines will 
heighten discussion around how employees individually, and collectively 
undertake daily tasks, and, if and how entrepreneurial spirit is perpetuated 
within the organization, instilled, top-down in all employees. However, true to 
the teachings of Drucker, this thesis will consider that organization structure is 
unique to the organization under investigation, molded by culture and 
circumstance. In addition, this thesis will consider the business model employed 
by the organization and how it dictates internal and external lines of 
communication.  

1.3 Purpose  

As alluded to above; each organization is unique in its own circumstances, and 
this applies to how organizations interpret and subsequently implement (if at all) 
innovative structures. Applying a benchmark against modern, valued theory will 
standardize the findings and give real credence to what are the affects of not 
implementing innovative processes and innovative enabling structures.  

This thesis will be of value to people working at every level of an organization, 
highlighting what entrepreneurial activities are carried out on the individual 
level, and how such activities are carried forward to and/or translate into the 
wider organization, and indeed extending beyond the organization. 
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The thesis begins with the development of a theoretical framework against 
which innovation can be measured. Thereafter, empirical data from an on-site 
survey will be presented, analyzed and concluded.  

2 Literature review 
 

Today’s business environment in characterized by one of continuous flux (IMF 
2010). Business enterprises need to adapt to such change and ensure continuous 
innovation to differentiate and survive; being entrepreneurial and having a 
capability to innovative is a requirement to stay ahead (HBR 2009). Enterprises 
need to be malleable in their organizational structure to innovate (HBR June 
2010), remove, adapt to, augment, and introduce new products, services, 
processes, markets, and distribution channels. A similar malleability applies to 
the continuous review of how resources are provisioned for. To differentiate, 
remain competitive, and fuel innovation, the enterprise must be structured to 
facilitate the systematic and continuous exploitation of ideas and knowledge 
(HBR 2001). These are the conditions for survival today (Drucker 2002). 
Innovation should be critical to all businesses, and be a mainstay in any strategic 
plan. Furthermore, innovation is not limited to any one particular organization 
or market segment (U.K Government 2010). The value of innovation is 
becoming more apparent to business and government (Whitehouse 2010).  
 
On first appearance, innovation appears the Oracle; a critical, authoritative, 
providential like component within the business organization which will cure all 
ails and perpetuate success. Considering it’s relevance to business survival, has 
innovation been implicit since the advent of organizational management theory? 
Is it essential in modern literature? Do organizations follow the theoretical 
mantra? What happens to those organizations who fail to implement top-down, 
methodical corporate structures to facilitate the discovery, selection, execution 
and subsequent measurement of innovative ideas?  

2.1 Organizational Management Theory 

2.1.1 Administration Function 

The need to innovate has been implicit within organizational management 
theory since the advent of Henri Fayol’s administration function. Fayol believed 
in initiative and was an early advocate of innovation; contending that 
organizations required managers who could conceive new ideas, and who had 
the innate capability to implement such ideas (Crainer 2003). For Fayol, there 
was one right form for every manufacturing enterprise; a functional division into 
engineering, manufacturing, selling, finance and personnel. Each division was to 
be managed separately and unified only at the level of the chief executive. 
However, as illustrated by Peter Drucker, World War I showed that Fayol's 
functional structure was not the one right organization for massive undertakings 
such as deploying thousands of people to battle and manufacturing arms; highly 
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centralized management just couldn't work on that scale. Decision-making had 
to be pushed down into the organization. Today, organizations are shaped and 
defined for a particular undertaking, instant, location, identity etc. These same 
organizations are also characterized by their own strengths, and flaws. The 
differentiation of organizations leads to different flavors of management, which 
will affect the means to innovate .e.g., the organization’s particular 
undertakings, locations, identity, strengths and flaws may lead to management 
initiating greater decentralization per function (with full, regional autonomy), or 
it may not. Perhaps it may lead to a balance between centralized and 
decentralized autonomy per function. However, whatever (multi-) organizational 
structure is chosen, it shall reflect the organizations characteristics, whilst it 
must also be opaque, flexible and understandable to those that work within it 
(Drucker 1998). Decisions have to be made quickly and not have to reverse up a 
bureaucratic chain of command for final approval. Imagine the inefficiency and 
inertia in today’s global environment if a wholly centralized organizational 
structure was the norm, when the reality dictated differently. The ambition level 
would be for information, originating from an employee (sourced either 
internally or externally), to relay that information to management, who make a 
decision (centralized), provide an order, and the order returns to the employee 
who enacts the order. Today’s economic environment necessitates new ideas 
and entrepreneurial spirit brought quickly and efficiently to fruition (HBR 
August 2010).  

2.1.2 Scientific management 

Alfred Sloan went further than Fayol. Sloan developed products to meet the 
demands of the market, as opposed to developing products and thereafter 
creating markets (Autoweek 2008). Such products had a differentiation of 
brand, and an associated shelf life. This was a marketing innovation (Sloan, 
1956). 

Sloan lived during an industrial revolution where American corporations were 
no longer bound by regional or national boundaries. Products were being 
developed with an increasing global consciousness, and larger corporations by 
their very nature had more complex operations to support. Sloan devised new 
business models and managerial tasks to help corporations (.e.g., GM) meet the 
challenges of the changing, widening business landscape. Sloan’s methodology, 
whilst revolutionary in the 1920s was the precursor to the modern corporation; 
he made many key contributions to corporate management. Chiefly, he 
introduced original administrative skills in the areas of organization, human 
relations, forecasting, policy making, and controls.   

Today, Sloan’s Concept of the CEO and the multi-divisions (M-factor), 
develops on the points previously made of moving away from a centralized 
organization and empowering the local unit to decide on new business practices. 
With decentralization comes employee empowerment. Sloan firmly believed in 
empowering his employees, and the value of an organization’s human capital. 

12 

 



  

 

Throughout all levels of the organization he encouraged employees to be in 
regular contact with management, giving feedback and their input to corporate 
policy. Sloan’s humanized approach to listening to and valuing employees is a 
critical component of today’s business environment in fostering and facilitating 
an entrepreneurial, innovational spirit. 

 2.1.3 Principles of innovation, Knowledge worker 

In more recent times, there has been a greater shift towards the relevance of 
organizational management and innovation; the development of theories to help 
the modern enterprise organize and adapt to challenging times, and rapidly 
changing business environments. In such a context, Peter Drucker provided a 
synopsis of the factors he believed were key for the survival of the business 
enterprise, ensuring the business enterprise attains results, grows and has the 
capability to continually innovate and differentiate (Drucker 2002). To Drucker, 
innovation was a systematic practice from which ideas can arise with the 
analysis of seven kinds of opportunity. Undoubtedly innovation can arise from a 
flash of inspiration, but rarely so. To entrepreneurs, changes are a given, the 
norm of everyday existence. Sometimes, entrepreneurs themselves bring about 
change; however this is seldom the case. Innovation is at the heart of the 
enterprise (they are complementary terms); a concerted, deliberate effort to 
create resolute, determined, intentional change. Drucker espoused Five 
Principles of Innovation to assist in taking advantage of a new innovation 
(Drucker 2002), in addition to coining the term, Knowledge worker. The 
Knowledge worker represents a departure from the traditional, manual labour 
worker. Such an employee recognizes that continuous innovation is implicit in 
their operational tasks and responsibilities (Drucker 2006). Employee 
interoperability across different business functions is a prerequisite for survival 
in today’s challenging environment. Limiting oneself to a certain area of 
expertise, or to a certain skill set reduces ones competitive advantage in the 
workplace. Aside from the personal element to specialization (.e.g,, 
qualifications, training etc); the specialization of organizational structure has 
limited applicability today. Organizations are evolving, becoming more 
complex, involving a matrix of resources, responsibilities, reporting lines, 
operational lines etc. The rigidity of the scientific approach mitigates the 
flexibility of the organization to change quickly to changing trends. Such an 
approach is inefficient in today business environment which requires dynamic, 
flat organizations with the requirement for workers to operate across multiple 
job areas.  

In addition; Druker contended that management should lead subordinates, 
working with them in collaboration, on an associate basis. To appreciate real 
employee growth, innovation and to maximize potential, managers must 
articulate the organizations vision, and remove the hierarchical structure of 
manager/employee subordination (Drucker 1998). Enterprises need to support 
the ability to innovate, by refining R&D processes, exhausting new 
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opportunities from successful and failed ones, by providing best in class 
differentiated products and services. 

End customer needs have changed so much in the recent 5 years. Changing 
demographics and global economics have made it incumbent on organizations to 
be innovative and diverge towards different technologies, and amend outdated, 
traditional R&D processes; all the while, to optimize the time to market of new 
products, of new services, and actively promote the exchange of ideas .e.g., a 
case in point is Ericsson EAB; a traditional telecommunication company, 
Ericsson has had to re-evaluate their classification of what a customer is, 
causing a shift from traditional fixed line telephony, to ubiquitous telephony 
service access over many commodity devices. In addition, the shift to cater for 
new business segments, with quicker time to market, was accompanied by a 
redefinition of traditional R&D, driving standardization, the facilitation of 
innovation, and a new organizational structure (Ericsson 2007).  

 2.1.4 Uncertainties 

Drucker described innovation from the perspective of the organization and 
argued that organizations required innovation in order to survive in the 
competitive world. Michael Tushman described innovation in terms of 
discontinuities as continuous and discontinuous and whether it affects existing 
processes in an organization (Tushman and Anderson 1986). According to 
Tushman, innovation is an incremental improvement punctuated by 
discontinuous change, implemented via Special Boundary roles. To Tushman, 
similar to Taylor, and Drucker; it is the organization’s human capital that is 
fundamental in monitoring for, and realizing corrections and trends in the 
market and in technology. Tushman’s boundaries concept (.e.g., the points of 
contact between sub-units, within an overall system, inherent within the 
organization to handle and promote innovation), is based on human resources as 
opposed to technology.   

Tushman’s (hbs 2010) organizational design is to fit the information and 
innovation demands from both within and outside the organization (Tushman 
1977). Tushman contended that we live in a rapidly changing business 
environment, and organizations must be prepared to spot and manage for 
uncertainties or discontinuities (Tushman and Nadler 1978). Uncertainties or 
discontinuities are times when a change in technology or market demand 
appears (Tushman and Anderson 1986). Organizations will, by their very nature, 
be composed of multiple sub-units with different levels of interdependency 
between them. Actual working resources will exist within these sub-units, 
working with whatever information they have to hand. It is the responsibility of 
the organizational design to collect information, ensuring such information is 
relevant and correct, and that this information can be permeated throughout the 
organization. Full permeation applies to between and within sub-units. Hence, 
the organization becomes an information processing system. This processing 
system can create uncertainty if the information possessed differs to the 
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information which a resource requires to carry out their job tasks. To prepare for 
uncertainties, and discontinuities, and meet the challenges they present, and to 
continue to create business value, organizations need to create adequate 
information handling systems. These systems need to be created within the 
organization, and operate through organizational boundaries on multiple levels. 
These levels include within the R&D department, from R&D to the wider 
organization and out into the outside world. The organizational design meets not 
only informational and innovational demands from outside the organization, but 
also sustains current product lines and services (Tushman 1977). Such an 
organizational design; able to sustain current achievements, staying concurrent 
with mature markets, whilst checking for and taking advantage of changes 
internally and externally, is more effective at sustaining innovation than other 
organizational blueprints. This design correlates to Tushman’s stream of 
innovation concept (Tushman 1997).  

 2.1.5 Open Innovation 

In more modern times Michael Chesbrough has been heavily involved in 
developing theory and research into the roll of innovation within the context of 
organizational structure. To this end, Chesbrough coined the Open Innovation 
model (Chesbrough 2007).  

Chesbrough’s Open Innovation model gives a different context as to how 
organizations perceive and oversee Research and Development (R&D). 
Organizations should not only be insular when implementing innovative ideas 
and paths to markets; of equal importance, is for organizations to think 
externally, and utilize external ideas and paths to markets. Open Innovation 
makes use of innovation processes which use both internal and external ideas to 
produce value; a departure from the traditional, vertically integration R&D 
paradigm whereby internal R&D operations give rise to internally developed 
products (Chesbrough and others 2008).  

Using Chesbrough as the reference point begs the question how does Open 
Innovation contrast with Closed Innovation, and what is the fundamental 
framework behind Open Innovation. To this end Chesbrough establishes eight 
areas of deviation between Open Innovation and preceding theories of 
innovation; 

 
1. Open Innovation considers external knowledge as important as 

internal knowledge (West and Lakhani 2008). Historically, preceding 
models concentrated on the internal activities of the organization, and 
external knowledge was considered beneficial but auxiliary. 

2. Open Innovation considers the business model as pivotal when 
creating value via R&D (Chen et al 2010). Closed Innovation takes a 
difference stance, whereby little care is given to the business model 
when organizing for innovation; attention was focused on attaining the 
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best, and thereafter having faith in the pool of top class research talent, 
which, when adequately funded, would create value based innovations 
that would one way or another find a way to market. Open Innovation 
proactively searches for pools of top class talent, from both within and 
outside of the company; to stimulate and give substance to the 
business model. In addition, Open Innovation articulates that inventive 
output from within the organization cannot be confined to the current 
business model, and must have the capability to go to market through a 
number of channels (maybe, giving the existing business model first 
right of refusal). 

3. Open Innovation utilizes the business model in measuring R&D 
projects, and makes provision for the possibility of false positive 
decisions, and false negative decisions. Preceding hypothesis did not 
regard the potential of any measurement of errors, and processes for 
managing false negative projects were non-existent. 
Preceding theories of innovation omitted any quantifiable 
measurement of error (Type I or Type II) in the evaluation of R&D 
projects. Previously, innovation projects were overseen so as to 
decrease the probability of a Type I or false positive error; resulting 
when an R&D project having gone through the complete innovation 
process, went to market through the organization’s business model, 
and failed. Type II, or false negative error, was whereby the project 
did not fit the organization’s business model, and subsequently found 
itself not considered valuable; this when considering that statistical 
theory indicates that attempts to reduce a Type I error will unwittingly 
increase the probability of a Type II error. The likelihood was that 
organizations were without any process for overseeing false negative 
projects. In the Open Innovation paradigm, it is the business model 
which is the perceptive, reasoning and analysis point that focuses the 
evaluation of the organization’s R&D projects. As an intelligent 
assistant, the business model identifies projects which align with the 
model, and discards those that do not. 

4. Open Innovation caters for the outward flow of technology permitting 
organizations to enable those technologies that do not fit with the 
business model, discover a route to the external market. The statutory 
outflow of knowledge and technology was not considered in preceding 
hypotheses. Previously, organizations went outside to assimilate 
external knowledge for the intention of internal sales development, and 
manufacturing. By facilitating the outward flow of technology, the 
Open Innovation paradigm makes it possible for organizations to 
enable technologies without a clear, internal path to market to find 
such a path externally. Consequentially, the internal business of the 
organization will now contest with external channels to market for new 
technologies (examples include licensing, ventures, and spin-offs that 
create additional value). Conversely, such external channels, can give 
rise to the actual existence of newly forming, or ignored technical or 
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market opportunities; thereby constituting a means of managing false 
negative R&D projects. Chesbrough adds that such channels must be 
overseen as quantifiable, tenable options, and not the more custom, net 
present value means of allotting budgets to projects. 

5. Open Innovation regards knowledge to be both of high quality and to 
be broadly distributed. Ideas that once originated in, and blossomed in 
large organizations may now be doing so in an assortment of 
environments. Preceding hypotheses considered knowledge in small 
supply, difficult to locate, and perilous to trust. The most able and 
efficient R&D organizations must be well affiliated to external sources 
of knowledge (Drucker 2002).  

6. Open Innovation considers Intellectual Property (IP) as a new 
classification of asset, which can give rise to added revenues, and 
supplement the current Business Model, giving direction to new 
businesses and new business models. In the Open Innovation model, 
IP is a pivotal facet of innovation; why?, because it is continually in a 
state of flux, moving into and out of the organization, and it can 
increase the likelihood of using markets to exchange precious 
information. In the closed model, IP was accrued to provide internal 
staff freedom, but was rarely used. Chesbrough adds that most patents 
have little real economic value, and the majority of which are seldom 
if at all used by the organization (Drucker 2002). Rembrandts in the 
Attic (Rivette and Kline, 2000), asserted that organizations offer their 
legacy IP for sale; short of providing a rationale as to why such 
organizations should do so. The Open Innovation paradigm provides 
such a structured rationale as to why organizations should actively 
trade in IP. Chesbrough suggests that historically, R&D was born out 
of the necessity of multiple industries to sustain better production 
activities. As a result of these activities being often distinct to the 
particular organization, subsequent R&D investment became 
organization centric. Technology was developed and evolved by 
internal R&D, and over time organizations began to take advantage of 
their accrued knowledge to develop new products. Consequentially, 
internal R&D gave rise to a vertically integrated model, characterized 
by large organizations internalizing their company-specific R&D 
activities, and bringing them to the market via internal development, 
manufacturing, and distribution processes. The issue with an internal 
path to market for new ideas is that such R&D structures were met 
with problems when internal research generated spillovers, and there 
were no structures in place to facilitate these spillovers in being 
internally commercialized. Chesbrough notes, that such technology, 
would occasionally be licensed to others, but by and large would 
remain idle until, waiting for the advocates of such an idea to leave the 
organization and develop it on their own; the benefit of the innovation 
accumulated by another organization. Nelson and Winter modeled the 
firm’s choice to look for new technology outside of the home 
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organization (Nelson and Winter 1982). This gives rise to both the 
internal and external faces of R&D, and of the significance of 
investing in internal research, so as to take advantage of and utilize 
external technology.  
Eric Von Hippel and his work on user driven innovation, espouses 
four external sources of useful knowledge re: Suppliers and 
Customers, University/government/private laboratories, Competitors, 
and Other nations. Von Hippel challenged a long held premise that 
new innovations in products were normally developed by the 
manufacturers of products. Such a proposition has an effect on how 
organizations will approach how they innovate within their product 
development organizations. The effect can, as contended by Von 
Hippel, be varied across the organization, from the means employed 
by such organizations as to how they administer innovation; to how 
governments quantify innovation. Von Hippel attests that innovation 
takes place in separate areas within separate industries. Von Hippel’s 
research conveys that users, and providers of products are the primary 
groups which originate innovative ideas (Von Hippel 1994). Von 
Hippel investigates the reasons why there is a varied range in 
functional origins of innovation and the means to predict such 
instances. Furthermore, Von Hippel nominates for and tests the 
implications of substituting a manufacturer as innovator premise with 
a contention that innovation processes can be foretold and made 
available across users, and providers of products. Von Hippel contends 
that sources of innovation are where the innovator can derive the most 
economic benefit from. 
Chesbrough adds that if organizations are unable to, or indeed if they 
do not wish to acquire, adequate external technology, they may very 
well use long-term alliances. Such alliances can assist the organization 
in sourcing external knowledge or in taking advantage of 
complementary resources. Chesbrough contends further that 
Geographic location has proven to give rise to knowledge spillovers 
from one organization to another, and from university research in 
multiple industries (Drucker 2002). 
Initiating dialogue with those customers who are pioneers, can help 
organizations source ideas about the discovery and development of 
innovative ideas, whilst assisting in the redefinition of existing 
innovative ideas. Today, open source software has come forth as a 
significant development which utilizes external knowledge within a 
networked structure. 
Recent developments in Open Innovation have been linked with social 
media centric sites over the internet. Standard, common web 
technology (HTML, CSS, JavaScripting) have transformed web based 
applications and have provided communication frameworks upon 
which customers can form communities, and are more directly 
involved in product development, facilitating user driven innovation 
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and collaboration. Such frameworks have given rise to the coined term 
crowdsoucring (Webtrends 2010), extending beyond simply soliciting 
feedback from the public on features to implement, to debating, 
appraising, and rating proposals. Crowdsourcing exploits the 
collective power of collaborating communities (Surowiecki 2005), 
facilitating the discovery of ideas. 

7. Chesbrough states that the ascension of intermediaries in innovation 
markets reflects a meaningful course of action to understanding the 
new Open Innovation model. This is not easy to comprehend in the 
closed model. Chesbrough contends that intermediate markets affect 
the motivations for innovation, whilst also modifying the manner of 
entry of new technologies and new organizations into an industry. 
Furthermore, Chesbrough contends that the existence of intermediate 
markets may engage with more networked structures to modify the 
means by which innovation is structured. Chesbrough adds that whilst 
intermediaries have been noted in related areas such as technology 
alliances, currently they now have a more direct part to play in 
innovation itself. Invariable, innovation will become a more open, 
inclusive process, and in doing so, intermediate markets have now 
come to light, whereby parties can conduct business at points in time, 
which in prior instances, were carried out wholly within the 
organization. Today, specialists are supplying a multitude of services 
ranging from access, information, financing etc, all with the goal of 
facilitating business to take place. 

8. Open Innovation creates the need for new metrics to assess the 
performance of an organization’s innovation processes. Historically, 
organizations employed metrics which are now being replaced and 
amended to .e.g., it is prudent and pertinent to question how much of 
R&D is being carried out within the organization’s supply chain? 
Other characteristics of such modern oriented metrics include the 
percentage of innovation activities which are sourced from outside of 
the organization, and this value relative to the industry in which the 
organization operates. Time to market and time to customer are two 
other examples, typifying the rate at which ideas get from the 
laboratory to the market. Further still, the rate of utilization of the 
company’s patents, as it is conceivable that underutilized patents may 
have others means of appreciating money. 

Under the closed model of innovation, research projects were initiated from the 
science and technological foundation of the organization. Such projects 
developed along the innovation process, with some stopping, and some chosen 
for further work, with a number therein going to market. This process is closed 
on the premise that it is possible for projects to only gain access at the 
beginning, and to only exit at the end. Conversely, the Open Innovation model 
supports the establishment of projects from either internal or external 
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technology sources, whilst new technology may enter the innovation process at 
any point in time at any stage in time. Also, projects can find their way to 
market via a number of means; for example, via out-licensing, or a spin-off 
venture company, or via the company’s own marketing and sales channels. In 
summary, there are a multitude of means by which ideas can find their way into 
the innovation process, and a multitude of ways by which ideas can find their 
way to market (.i.e., IBM, Intel, and Proctor & Gamble all exemplify aspects of 
this open innovation model).  

 2.1.6 The New Age of Innovation 

Prahalad and Krishnan consider innovation as serving to define what consumers 
anticipate in addition to frequently reacting to the different requirements, 
demeanors, and expectations of consumers (Prahalad and Krishnan 2008). To be 
successful in this approach Prahalad and Krishnan contend that organizations 
must repeatedly reevaluate the best in breed qualities available. Prahalad and 
Krishnan declare that there is currently a global metamorphosis taking place that 
will fundamentally change the finer elements of the organization and how 
organizations create value. Such a metamorphosis is based upon the premise of 
two elements; namely,  

1. That Value is based on the unique, personalized experiences of 
consumers, with the attention on the centrality of the individual. 

2. No organization, regardless of its size is able to meet the requirements of 
one consumer at a time.  

The metamorphosis has multiple elements of importance; namely, 

• Value moves from products to solutions to experience. 
• All organizations are looking to source talent, products and services. 
• It is mandatory for organizations to implement, and continually improve 

upon flexibility in their systems. 
• It is mandatory for an organization’s environment to be always 

administered and configured. 
• Organizations must be designed so as to empower them to concentrate 

on one particular consumer. 

Prahalad and Krishnan discuss actionable steps and decisions to achieve the 
above elements to empower organizations to innovate and meet the 
requirements and expectations of consumers. Drawing parallels with a number 
of modern day organizations such as eBay and Amazon; Prahalad and Krishnan 
debate the needs of an information and communication technology (ICT) 
framework and authoritative administration which can join business processes 
and the solicitation, investigation and findings of web data to data and computer 
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software. Prahalad and Krishnan give an overview of the ICT framework wrt 
four different facets or buckets; namely,  

1. Confronting reality. This refers to the capability to join significant 
systems in size with many databases. 

2. Compliancy and change. This refers to regulatory compliance and 
change.  

3. Implementing continuously changing capabilities re: Security and 
privacy of data. 

4. Enabling Foundations re: movement from a transaction oriented to event 
oriented systems.  

Prahalad and Krishnan talk about a movement in the very basis of what 
organizations should concentrate on, the sources of and the means by which 
organizations innovate and create value. This begs the question what should 
managers do facilitate and implement such change. In this instance, Prahalad 
and Krishnan refer to The New House of innovation; the design and 
implementation of which has to be considered as a wholly integrated package 
wrt the entire lifecycle of such a system in re: how it is conceived, designed, 
built and maintained. The organization metamorphosis alluded to above must be 
all inclusive and not disruptive when implementing new management practices 
and creating new ways of working, new mindsets, new capabilities, and 
expectations. How the metamorphosis towards a fully innovative framework is 
implemented, is the responsibility of management in individual organizations.  

 2.1.7 Reengineering 

Michael C Hammer is a theorist whose research in the area of organizational 
structure is process centric; affecting innovative capabilities as a result. Hammer 
contends that business needs to move away from now archaic processes, and to 
reengineer incumbent practices and processes, utilizing the capability and power 
of modern IT (Hammer 1990). Such redesign will revolutionize outdated 
business process, and accomplish quantifiable business results. Hammer adds 
that the majority of organizations have no other option but to simply implement 
reengineering. Likening today’s work practices and processes to Taylorism, 
Hammer contends that modern work practices have been organized, and 
implemented as a succession of jobs, managed by complicated processes. 
Moreover, Hammer adds that because these antiquated, problematic practices 
and processes have become so deep-rooted, it is difficult for organizations to 
create, adapt to, and implement alternative work practices and procedures. 
Traditional procedures and processes are disconnected and are not properly 
integrated to sustain a level of excellence in quality and service. Work is 
inefficient and prone to error when transferred from person to person or indeed 
between department to department. Prone to bureaucracy, departments are 
unaware of the wider organizational goals to quickly respond to new and 
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evolving situations. Bureaucracy brings heightened costs, stifling innovation, 
giving the competitive advantage to competitors.  

Reengineering encompasses a cross-functional view of the skills and 
organizations involved in the process being reengineered, and those who depend 
on the reengineered organization. The organizational structure must be able to 
proactively examine and methodically elucidate existing processes, acquiring an 
in-depth understanding of what it is the process is trying to achieve. What’s 
important is to understand the purpose of having a part of a process, as opposed 
to trying to find the means of enhancing the incumbent process; consequentially, 
the organizational structure should concentrate on establishing which parts of 
the process actually add real value, and thereafter look for new ways to 
accomplish the result. Hammer contends that the reengineering team must 
continually ask itself, why?, and what if?  

2.1.7.1 Discontinuous thinking  

The kernel of reengineering is based upon the premise of discontinuous 
thinking, a means of acknowledging and moving away from archaic, antiquated, 
rules and principled assumptions which implicitly define operations. Hammer 
maintains that it is impossible to accomplish discoveries in performance by 
simply rationalizing or automating incumbent processes. On the contrary, 
Hammer contends that we must question traditional assumptions, and rid 
ourselves of antiquated rules that caused Businesses to underachieve. Hammer 
adds that the majority of organizations are awash with rules and regulations; 
remnants of previous generations. Such rules and regulations dictate the design 
of work and are based upon outdated assumptions about engineering, scientific 
and industrial processes, people and goals of organizations. Characterized by a 
knowledge economy, and demographics tending towards higher levels of 
education and responsibility, employees are now empowered to think for 
themselves whilst expecting to be consulted in the daily operations of the 
organization.  

Process design has gained pace in recent times but one element steadfastly 
remains, slowing the process; the majority of organizations have a tendency to 
continue to coincide newly created processes on traditional ones, defined on top 
of already installed functional organizations. Those elements of the traditional 
organization, namely organizational structure, managerial hierarchy, job 
characteristics, are adverse to high performance processes .e.g., management 
change from a silo’ed to cross functional process driven organization, but fail to 
update performance management structures to reflect this. This misalignment 
means that whilst employees are encouraged to concentrate on single, wide 
ranging goal(s), employee performance will be rewarded on the basis of 
concentrating on constricted, functional targets. This example scenario creates 
both bottom-up and top-down issues as employees will be unsure of the context 
within which the operate, with a tendency for work not being aligned with that 
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of the overall organization. On the other hand, top management will attempt to 
create processes without changing lower-level managerial responsibilities.  

2.1.7.2 Principles of Reengineering 
The ability to conceive and implement new ideas and rules necessitates a brand 
new, revolutionized understanding of the business process. Hammer contends 
that reengineering need not necessarily be ad-hoc. Hammer adds that ideas 
organizations have already conceived in redefining their business processes can 
be used to help kick-start the reengineering process. Hammer defines a set of 
principles to expedite reengineering; namely, 
 

• Organize around outcomes, not tasks.  
• Have those who use the output of the process perform the process. 
• Subsume information-processing.  
• Treat geographically dispersed resources as through they were 

centralized.  
• Link parallel activities instead of integrating their results.  
• Put the decision point where the work is performed, and build control 

into the process.  

• Capture information once and at the source.  

2.1.7.3 The Process Audit 

Hammer proposes the PEMM (Process and Enterprise Maturity Model 
(PEMM)); a framework which enables organizations to reappraise the progress 
they are making in changing the means by which they does business. This 
framework considers how a process should be executed, the people who are to 
be engaged in such an execution, the organizational infrastructure elements that 
are to be present, the system of measurement to be employed to evaluate 
performance, and the supervising executive. Dissimilar to the CMMI 
(CarnegieMellon 2011), the PMMI is applicable to business lines, not limited to 
software and technology. 

Hammer analyzed and recorded the various errors that organizations made when 
implementing new processes .e.g., for any process to execute properly, the given 
process must have a well specified design; if not, those resources tasked with 
performing the process will not understand what to do and when to do it. Those 
resources who execute the process must have the requisite skills and facts and 
information about the process, or they will not be able to apply the design. An 
owner must be assigned to the process (Hammer states a senior executive), who 
is given both the responsibility and power to see that the process delivers results. 
If such a figurehead is not in place the process runs the possibility of being 
neglected and overlooked. It is paramount for the organization to bring its 
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infrastructure into line with the process, thereby supporting the process (to this 
end Hammer talks about the HR and IT systems in the context of infrastructure). 
Failure to ensure proper alignment will mean that objectives will not be met.  

2.1.7.4 Supporting Environment 

Hammer contends that it is mandatory for organizations to provide a supportive 
environment if they are to conceive and develop high performance processes. 
Furthermore, he adds that such organizations must have ownership of or the 
ability to develop organizational capabilities in Leadership, Culture, Expertise, 
and Governance. 

 
• Leadership: It is mandatory for the higher level organization executives 

to be engaged, and trusted of the business process approach. By its very 
nature, process resign necessitates widespread organization change 
which can evoke feelings of opposition. These feelings which can 
permeate the organization can cause the process redesign to fail; this can 
be exaggerated if the process redesign is not fully supported by senior 
executive management. 

• Culture: Organizations who embrace change, and which encourage a 
customer oriented focus, whilst employing a culture of staff cooperation, 
and personal responsibility, are the ones who develop and move forward 
with process driven change projects. If processes are cross functional, 
touching upon multiple organizational functions, then they must be lead 
and operated by staff who employ the above principles. 

• Expertise: It is imperative for organizations who embrace process 
redesign, to be staffed by people who have the ability, proficiency, 
facility, and dexterity to work with process redesign. Process redesign is 
not an area of work tailored towards people without expertise. 

• Governance: Organizations must have a means of regulating process 
redesign projects and change initiatives if hostility, confusion and 
disorder are not to derail their efforts. 

Whilst senior managerial executives may be empowered to influence and force 
certain process change, even in the absence of the mandatory capabilities; the 
performance of the processes simply will not last. It is imperative for all 
organizations to possess fundamental competence across all organizational 
capabilities to begin process redesign projects.  
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3 Methodology 
3.1 Introduction 

This thesis uses a qualitative research technique to source data from an on-site 
survey at IKEA Of Sweden, Älmhult; on September 14th, 2010. The sampled 
interview population comprised of Product Development, Packaging, Material 
and Technology, and HR Departments. The collected data was augmented with 
approved, roll descriptions, and the IKEA testimony (EMU 2010), distributed 
by IKEA of Sweden. IKEA Of Sweden have been involved at every document 
milestone delivery to ensure the information provided within this thesis is 
correct. IKEA of Sweden picked the interviewees, who they felt were most 
appropriate to facilitate the thesis deliverables; representing an interviewee 
sample across multiple facets of the organization; hence, making the 
interviewing more efficient and giving the thesis findings a holistic credence. 
There was one interviewee respondent in each department. Data collection 
involved Yes/No survey questions (which I myself defined using Hammer’s 
PEMM model as a relative benchmark), open discussion (2/3 hours for each 
department), and a tour of the premises. The Yes/No survey questions asked are 
detailed in Appendix B. To add additional credence to the findings of this 
thesis, I recommend that the sample size be extended to a greater number. 
There are two primary metrics for measuring statistical accuracy; namely, 
margin of error, and confidence level. A wider interview sample will enhance 
confidence level and reduce margin of error. 

3.2 Qualitative research 

This thesis employed a qualitative data collection technique, implemented via an 
on-site survey of IKEA Of Sweden, Älmhult. The qualitative technique provides 
multiple benefits which strengthen its roll as the chosen data collection 
technique; namely, by facilitating an open ended questioning format; whereby, 
if necessitated, I was able to delve more deeply into certain aspects of interest. 
This allowed for malleability in how questions were asked and responses 
garnered. In addition, qualitative interviewing facilitated an Inductive line of 
inquiry (Thompson and Borrello 1992), enabling an exploratory environment 
conductive to inductive logic, whereby I did not enforce any prior beliefs on 
those being interviewed. The qualitative interview approach did not restrict how 
I solicited data by any preset groupings of analysis; this enabled an extended 
degree of detail in the questioning and in probing responses, which would 
otherwise not be possible with other data collection strategy techniques. 
Furthermore, the qualitative interview approach gave a more personalized one-
to-one interaction, whereby I had a greater understanding of the perspective of 
those being interviewed, and an added awareness to the effect of my 
questioning; the qualitative approach allowed me, in real time, to react to, and 
deal with unplanned circumstances. 
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3.2.1 Trustworthiness 

I have augmented the Qualitative research technique with additional conditions, 
to strengthen the validity, reliability, and trustworthiness of this thesis, the data 
sourced, and conclusions reached. In addition, I made a direct acquaintance with 
the survey organization three months prior to the on-site survey, thereby 
enabling me build a rapport and source information prior to the actual survey. 
This augments the recommendation for a lengthened communication between 
the interviewer and interviewee; to facilitate the development of a trustworthy 
relationship, and to enhance the knowledge of the interviewer (Erlandson et al 
1993). 

I have adhered to Yin's triangulation (Yin 1994); Triangulation is the utilization 
of dissimilar methods, primarily observation(s), and individual interviews which 
comprised the majority of data collected from the on-site survey. In addition, the 
on-site survey was augmented with official roll descriptions, and organizational 
structure. Not being reliant on a single method for data collection, makes 
amends for the limitations implicit in each individual method, whilst making use 
of the individual advantages (Brewer and Hunter 1989). 

Furthermore, enhanced reliability in the qualitative method I applied is achieved 
by the supporting documentation which augmented the on-site survey. Such 
documentation supplemented the qualitative methods I employed, confirming 
the on-site survey findings. Triangulation also reinforces the viewpoints, all of 
which undertake comparable operational activities, of the multiple sources of 
information from which I sourced data. Allied to the qualitative method, I was 
able to corroborate different outlooks, points of view, and attitudes, exploring 
the information sourced (J. Van Maanen 1979). The sampled populace from 
which I undertook my qualitative research, was from different organizational 
elements, giving a truly cross functional view; thereby giving credence to the 
data collected (Dervin 1983). 

3.3 Chosen Organizational theorists 

All of the organizational theorists detailed previously have relevance to the 
subject of innovation processes and organizational management theory. 
However, not all are wholly appropriate as benchmarks against which 
organizational innovation processes can be measured. This thesis will consider 
two theorists in the final benchmarking; namely, Michael Hammer’s BPR and 
Henry Chesbrough’s Open Innovation paradigm. 

3.3.1 Hammer’s BPR 

BPR endeavors to detach from the outdated rules and structures which once 
dictated how business was administered. It takes a modern view, applicable to 
the modern business enterprise and relevant to this thesis. Reengineering 
encompasses the restructuring of certain rules and structures whilst consciously 
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looking for fresh, new inventive ways to address work. Furthermore, Hammer 
adds that enough Businesses have adopted reengineering successfully to 
champion its cause and to provide rules of engagement, further strengthening its 
relevance as a theoretical benchmark against which this thesis can measure 
innovation processes (Hammer 1990). 

3.3.1.1 Trustworthiness 

Hammer’s PEMM framework (HBR April 2007), provides distinct advantages 
which reinforces its applicability to this thesis. 

• The PEMM model is unlike other process maturity frameworks .e.g., 
Carnegie Mellon’s Capability Maturity Model Integration (CMMI) 
framework; which is solely applicable to certain processes .i.e., software 
development and acquisition.  

• In addition, unlike CMMI; PEMM does not identify those best practices 
for certain processes and measures the organizational maturity wrt how 
many practices the organization has implemented. Conversely, PEMM is 
applicable to organizations in any industry and does not stipulate what 
form a certain process should take.  

• PEMM identifies those attributes that any process, and each and every 
organization must have in place, to enable the planning and 
implementation of high-performance processes.  

• PEMM enables a standardized means of assessing processes over the 
entire organization with a trouble free means of sharing experiences, and 
immediate comparison of results.  

• PEMM does not demand that the design itself incorporate particular 
attributes, hence it provides each organization with the framework to 
build up processes which satisfy their own requirements. 

• PEMM is not difficult to administer, meaning it can be applied without 
having an absolute requirement for assistance from external consultants. 

• PEM is an objective based mode; employing empirical hypothesis, 
eliminating the subjective view. By requesting staff to measure a process 
or enterprise, represents a delicate means of getting the staff more 
involved with the processes in question, whilst they become more 
entrusting of change. 

• Engaging with PEMM enhances the knowledge of staff without none of 
the normally required etiquette. 

• PEMM is an actionable framework, educating staff through actual, 
practical implementation as opposed to simply listening to theory. 

• PEMM provides a means of assisting organizations in confronting the 
arduous issue of maintaining high performance processes. 
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• In the event of the breakdown of high-performance processes, PEMM 
can enable organizations to ascertain what is wrong. 

Hammer points out that the PEMM framework does not guarantee an easier 
implementation of the process transformation. It is the responsibility of the 
incumbent, senior executive management team to undertake a series of hard 
decisions to design high-performance processes and develop a culture which 
allows such processes thrive.   

Other processes evaluation tools exist. Six Sigma and TQM (Dahlgaard and 
others 2006) are two commonly undertaken processes employed by 
organizations for ensuring that employees accurately execute processes. This 
thesis does not consider such an approach, instead adopting the line taken by 
Hammer; namely, whilst welcoming the implementation of such processes, 
redesigning processes is commonly the primary and only means of significantly 
improving performance. Redesigning removes redundant activities, which leads 
to reduced costs, and mistakes; whilst helping organizations in sourcing real, 
innovative processes.  

3.3.2 Chesbrough’s Open Innovation 

Chesbrough’s ideas have relevance today on the premise of product lifecycles 
continuing to contract. The vast majority of industries are characterized by rapid 
changes, and organizations needing to adopt to survive, and develop new 
products, services and technologies to market. The Open Innovation paradigm 
utilizes both external and internal ideas to create value; bringing value adding 
products, services, technologies to market by means of external channels. With 
Open Innovation, organizations have greater possibilities to create value, and 
such organizations have access to knowledgeable resources quickly, in the event 
that a new technology is brought to market via external channels (.i.e., via start-
up ventures etc).  
All of the previously discussed properties of Open Innovation are relevant to 
this thesis. Applying the Open Innovation paradigm as a reference against which 
to measure innovation is pertinent in today’s rapidly changing business 
environment, where organizations need to engage with emerging markets, some 
of whom are unstable, whilst continuing to avail of new technology innovations. 
In addition, Open Innovation assists today’s businesses in maintaining a 
homogeneous product offering irrespective of market and technology trends. 

3.3.2.1 Trustworthiness 

Chesbrough’s Open Innovation paradigm takes a modern view of organizational 
structure to enable innovation. It is a departure from the traditional, vertical 
integration paradigm whereby internal R&D operations give rise to internally 
developed products, which are then distributed by the organization. Open 
Innovation represents the deliberate utilization of purposive inflows and 
outflows of knowledge to expedite internal innovation, and widen the markets 
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for the external use of innovation. Such elements of the Open Innovation 
paradigm bring value to this thesis and the use of Open Innovation as a 
benchmark, and a design model, against which organizations can and should use 
external ideas in conjunction with internal ideas to further their technology.  

Open Innovation encompasses multiple facets of the organization; it advocates 
for organizations to use external paths to markets as well as internal paths to 
further technology. The open innovation paradigm advocates for processes 
which amalgamate internally and externally into architectures and systems, 
utilizing business models in the definition of requirements for these 
architectures and systems. The business model considers and takes advantage of 
both external and internal ideas to realize value, whilst classifying internal 
mechanisms to claim a proportion of that value. Open innovation works on the 
premise that internal ideas can also be brought to market via external channels, 
to create additional value; these ideas are external to the current businesses of 
the organization. Furthermore, the Open Innovation design model considers 
research and development as an open system, suggesting that worthy ideas can 
originate and can be taken to market from either internally or externally to the 
organization. This approach assigns equal importance to external ideas and 
external routes to market. The kernel of Open Innovation makes the assumption 
that useful knowledge is distributed widely, and the most efficient and 
competent R&D organizations must identify, establish connections to, and 
leverage upon external sources of knowledge as the fundamental premise to 
innovate. Open Innovation facilitates ideas that originated and developed within 
large organizations may have stemmed from a variety sources; ranging in 
diversity from the individual employee, an entrepreneur program, research, to 
spin-off companies created from large, established organizations.  

The closed model of innovation was characterized by organizations historically 
accumulating intellectual property; IP was accrued to provide internal staff 
freedom, but was rarely used, due to cost litigation. The Open Innovation 
paradigm provides a structured rationale as to why organizations should actively 
trade in IP. 

3.4 Use Case Methodology 

This thesis employs Use Case methodology, utilizing a qualitative data analysis 
technique, and the analytical tools espoused by Robert K. Yin (Yin 2004). The 
thesis begins with a clearly defined analytical strategy, enabling a prioritization 
of what data should be analyzed, how it should be analyzed, and why it should 
be analyzed. The data; being sourced from multiple sources (namely four 
departments within IKEA Of Sweden) adds credence to the case study and aligns 
with Yin's triangulation (Yin 1994). The conclusions reached by this thesis are 
done so by applying a within-case analysis data analysis (Miles and Huberman 
1994). It is important for this thesis to concentrate on providing a summary as 
opposed to repeating data. This thesis does not convey the findings of the on-site 
interviews in a single, all-encompassing matrix; instead, choosing to represent 
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each interview output in it's own silo'd matrix. In the event that the same 
findings apply to more than one department, this will be reflected in the 
displayed matrix. Use Case methodology, as adopted by Robert K. Yin (Yin 
2004), is organized into three stages. 

1. Data reduction. Data reduction is not separate from analysis and assists 
in refining the data sourced during the on-site survey, helping reach the 
aims of this thesis as outlined in Abstract. When refining the data 
sourced during the on-site survey, this thesis will, as recommended by 
Miles and Huberman (Miles and Huberman 1994), paraphrase, using a 
Within-case analysis. Within-case analysis is a data analysis technique 
(Yin 1994), involving the comparison of collected data with the 
innovative processes espoused by foremost, modern organizational 
theorists namely; Henry Chesbrough, and Michael C. Hammer. 

2. Data display. Having applied data reduction to the on-site survey data, 
this thesis will apply Data display. Data display will involve taking the 
reduced data from the Data reduction process, and conveying it in a 
structured, condensed way; adding credence to, and reducing the 
difficulty from which conclusions can be drawn. To this end, this thesis 
uses tables and a matrix of questions/answers aligned to the PEMM 
process of Michael C. Hammer.  

3. Conclusion drawing and verification is the final stage of the qualitative 
data analysis. Here, conclusions are made on what the output of the on-
site survey means. In reaching a conclusion, this thesis will take notice of 
any consistent relationships in the output data. Moreover, any 
conclusions reached, are done so with an element of doubt. 
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4 Organizational structure 
Before presenting the empirical findings from the on-site survey I wish to give a 
brief overview of the IKEA Of Sweden organization; to help add structure and 
give relevance to the presented results. 

 45 categories
Wood, metal, textile, plastic.

 Business steering  Business and People 

IKEA Of Sweden

 RANGE
Create Home Furnishing Offer
For a better everyday life at home.
An offer with

Good function
Good design
Good customer experienced product quality
At low price
With a meaning 

 COMMERCIAL
Communicating and selling
Always seek to inspire

Assit customers in preparing and buying
From product range 

In store
In catalogue
Other media

 SUPPLY
Supplying
Range customer ready.
Bought, Produced, Distributed at 
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Figure 4.1 Organizational chart 

Figure 4.1 describes IKEA of Sweden, the organization as it is today. This 
description encompassed tangible assets .e.g., Range unit, Commercial unit, and 
Supply unit, and intangible assets common across every facet of daily 
operational activity .e.g., soft aspects of innovation such as the shared IKEA 
spirit, to create a better everyday life for many people (EMU 2010). 
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The IKEA of Sweden range comprises twenty home furnishing businesses 
(HFBs) and IKEA has assigned the leadership of these businesses to IKEA of 
Sweden. The HFBs are organized into eight Business Areas (BA). The three 
primary units of Range, Supply, and Commercial interface with each other and 
towards 20 home furnishing business (HFB) areas, each of which can have 40 
categories of product type; all directed by a business steering function. With 
planned growth and profitability, the HFBs will position IKEA as the leader in 
life in home in all markets. Organizationally (management, coordination and 
common access to different specialists), the HFB is part of one of eight Business 
Areas (BA). The Home Furnishing Business Leader is part of the BA 
management team. 

4.1 Commercial 

The customer interfacing unit meets changing customer needs, responding to 
differences in lifestyle and behaviour. The range generates interest in interior 
design, intending to inspire visits to the IKEA store, and appealing to a wide 
demographic. IKEA Of Sweden’s intention is to provide a range of products that 
offer the best value for money, function, beauty, quality and sustainability, at an 
affordable (low) price; with the aim to succeed in becoming the leader in life at 
home. For more information on the operational responsibilities/activities and 
those factors which bring success to the roll of the Commercial Department, 
please refer to Appendix A. 

4.2 Range 

The Range Manager is part of the BA management team. A primary function of 
the range is the assignment of the BA Range Manager. The Range Manager 
focuses on:  

• The HFB range strategies; based on the IKEA of Sweden range Strategy. 
• The HFB plans for growth, profitability and positioning.  
• The total IKEA of Sweden range offer. 

The BA Range Manager leads the product development teams through the 
analysis of the range matrix, where style, expression, function and price are 
combined and developed into a complete offer. These analyses comprise the 
basis of the annual range plan and product development plans. For more 
information on the factors which bring success to the roll of Range 
Management, please refer to Appendix A. 

4.3 Supply  

The assignment of the Supply Chain Manager is about being the bridge between 
HFB and Categories. Supply Chain Manager is responsible for securing product 
sourcing and availability to the lowest total cost. The Supply Chain Manager 
leads the total supplying process by converting needed product volumes into 
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production capacities, short and long term. For more information on the 
operational responsibilities/activities and those factors which bring success to 
the roll of Supply Chain Management, please refer to Appendix A. 

4.4 Product Development 

The Product Developer is one of the specialisations within the BA and is led by 
the Range Manager (or equivalent position according to the BA). Product 
development has responsibility for part of the range, introducing new products. 
A business developer, the Product developer’s business case evolves around a 
price versus target demographic matrix. The price can be high, medium or low; 
the chosen price point determined by where the new product’s price fits within 
the existing IKEA product range. The target demographic concerns either a 
modern or traditional consumer. Acting as a project leader, a Product 
developer’s job description explicitly encompasses leadership. Ideas are actively 
exchanged within the team, without any requirement for such ideas to have to 
originate from within or outside of IKEA. The Product development group may 
work independently towards external focus groups or interface internally 
towards the Commercial function, or any number of Business areas. The 
Commercial function augments the Business acumen of the Product developer, 
giving market/competitor updates, helping Product Development ascertain why 
they should develop a particular product. Inter-working with the Children’s 
department business area, who themselves interface towards local schools, or 
day-care; ensures that Product Development strictly adhere to the core principle 
of child safety when developing a product. For more information on the factors 
which bring success to the roll of Product Development, please refer to 
Appendix A. 

4.5 Packaging 

IKEA is a production oriented home furnishing retailer, i.e., production and 
material is fully integrated in the range and product development processes. 
Every product is aimed to improve life at home; but the design and construction, 
and the choice of material and components also have their roots on the factory 
floor. This is how good design, function, quality, sustainability and lowest price 
are created. And that’s how IKEA can offer availability even to huge and 
growing volumes. Products are made out of material. Products are 
manufactured. From that perspective you can categorise the IKEA range based 
on material and/or production technique. You approach the HFBs not from life 
at home, but from production orientation. That´s why the IKEA range is divided 
into 10 Materials and 44 Categories (for example: Material Textiles and 
Category Textile carpets). Material is lead by a Material Leader and Category is 
lead by a Category Leader. Material Leader works on a global level and reports 
to the Global Purchase Development Manager. Packaging technicians create a 
packaging requirement for every product. Sitting in product development teams, 
they are responsible for ensuring optimum efficiency of how products are 
packaged, ensuring best cost for unit load and racking; making certain the end 
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customer can bring the product they purchase home. The main assignment as the 
Material Leader is to create the long-term plan for how IKEA will source and 
develop the use of a specific material, i.e. creating a material strategy, and 
leading the implementation of it on a global level. In addition they lead the 
Category Leaders within the material area. Material Leader assignment is an 
assignment handled as part of the Supply Chain Manager role. For more 
information on the operational responsibilities/activities and those factors which 
bring success to the roll of Packaging Technician, please refer to Appendix A. 
Internal discussion is advocated for, and external communication .e.g., towards 
retailers or suppliers, whilst not explicitly demanded, is encouraged. The 
changing dynamics of packaging materials available within the market 
necessitates the need for external companies to come and present new 
findings/technological developments to the packaging group.  

4.6 Material and Technology Development 

Material and technology development belongs to the Range unit, but drives 
innovation across all units and Business areas; strategically defining the range 
technology in line with IKEA Of Sweden’s sustainability and other strategic 
goals. Whilst having a strategic focus the group also works tactically, giving 
input to and helping business areas solve immediate design and production 
issues. Typically, the department makes four significant innovative 
contributions annually. These contributions can involve a new product idea for 
input to the range, or could be the repositioning of an existing product within a 
different context. Fundamental to all contributions and new ideas is a customer 
need, and the ability to solve a customer problem .e.g., end customers have a 
need to store products, and be able to bring that storage home with them from an 
IKEA store; this lead to the development of a low-weight, Honeycomb storage 
frame.  
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5 Empirical findings  
As discussed previously; this thesis has employed a qualitative research 
technique to source information from an on-site survey at IKEA Of Sweden, 
Älmhult; on September 14th, 2010. This information was sourced from a sample 
interview populace of single interviewees from the Product Development, 
Packaging, Material and Technology Development, and HR departments. The 
on-site data was supplemented with approved, roll descriptions, and the IKEA 
testimony (EMU 2010), distributed by IKEA of Sweden. Information collected 
from the on-site survey involved Yes/No survey questions, open discussion (2/3 
hours for each department), and a tour of the premises. The Yes/No survey 
questions asked are detailed in Appendix B.  

5.1 Product development Yes/No interview results 

It was evident from the on-site survey that operational activities within the 
Product development department are not measured by the number of ideas 
originated. However, whilst there is no official qualitative means of defining 
new ideas, there is an entrepreneurial environment within the department, with 
employees actively encouraged to look externally to originate new ideas. 

Table 1, Appendix B, encompasses in totality all empirical findings with 
provision for Yes/No survey answers from the Product Development 
department, at IKEA Of Sweden, Älmhult.  

5.2 Packaging Yes/No interview results 

It was discerned from the on-site survey that an innovative environment is not 
stifled within the Packaging department. Again; how new ideas are originated, 
and if such ideas reach fruition with a tenable change to the packaging 
specification, are not officially recorded. However, there is an active promotion 
from line management, for the Packaging department employees to actively 
source new ideas external to the working environment .e.g., external visits to 
competitors; with the source of such ideas considered beneficial by the 
Packaging team, contributing to an improvement in the packaging specification. 
The operational means by which new ideas are originated can change with 
amendments to how information is exchanged internally, and externally .e.g., 
existence of a mailbox to facilitate the exchange of ideas internally between 
store, warehousing, and trading, with such ideas fed into the product flow. 

Table 2, Appendix B, encompasses in totality all empirical findings with 
provision for Yes/No survey answers from the Packaging Department, at IKEA 
Of Sweden, Älmhult. 
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5.3 Material and Technology Development Yes/No interview results 

The on-site survey provided evidence for Material and Technology 
Development to naturally innovate daily, in every facet of their operational 
activities. Innovation is implicit throughout the working environment, 
characterized by looking for the alternative in every product. The 
entrepreneurial spirit is not limited by the working hours, and is extended to 
every waking moment. Equivalent to the Product Development, and Packaging 
departments, there is no framework (formal or informal) in place to record, 
subsequently share (regardless if the idea reaches fruition or not), and define 
the number and actual ideas originated.  

Table 3, Appendix B, encompasses in totality all empirical findings with 
provision for Yes/No survey answers from the Material and Technology 
Development department, at IKEA Of Sweden, Älmhult. 

5.4 Product decision process 

To bring a new product to market as part of its range, IKEA Of Sweden 
implements a Product decision process. This process encompasses 3 primary 
milestones, in the chronological order of pre/wash council, and product council.  
On average, it takes approximately three years to get a product to market. To 
facilitate quicker product decisions, there is a Fast lane decision process. Fast 
lane decisions could apply to satisfying the need to introduce a product quicker 
to market, or amending an existing product .e.g., addition of color, thereby 
providing the possibility to take pre/(wash)/product council decisions together. 

5.5 Product Development Use Case 

5.5.1 Concept 

The offset of a design project corresponds to the concept stage. Here the 
Product Developer provides a brief to the lead designer on the new product in 
question. This brief encapsulates all the properties the product should 
accomplish; including, the look and feel, the style group, the costs to be 
incurred etc. After a short exchange of views, the lead designer retreats to 
create sketches. Thereafter, the Product Developer and lead designer come 
together once more and implement the real drawings they will work from.  

The packaging technician is involved from the offset of the design project; their 
roll is to discover the most intelligent means of designing the product so that it 
may be flat-packed, and thereby reducing the space required when transporting. 
The field technician gives input as to what is required to create the product, and 
if the IKEA product portfolio has previously designed a similar product; if so, 
can such parts be reused in the current design project?  
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5.5.2 Implementation 

Work then begins on the product. In some instances it may be necessary to 
construct a prototype at the production factory. A prototype gives the team a 
tenable perspective of what they are trying to create, and a measure for how to 
realize the final product. After multiple trials and amendments to the prototype 
the team will arrive at the finalized product. If the production factory is off-site, 
the team returns to IKEA of Sweden headquarters. Upon returning, the team 
will dismantle the product, and in doing so realize they could make further 
product improvements .e.g., by further optimizing packaging space. Such an 
optimization will have a consequential effect on the per unit packaging space, 
meaning more units can be packed per shipping container, resulting in a lower 
cost to the end consumer. Dismantling the product, and finding product 
optimizations is a natural evolution of the product design and, at times, can 
simply not be accomplished until the team has moved beyond the conceptual 
stage. When the product becomes tenable and real it adds an extra objective 
dimension that is otherwise missing from the on paper conceptual stage. 

5.5.3 Lead time 

Lead times for bringing products to market can vary from product to product. A 
general rule is 3 years from conception to the final product with provision for 
multiple stages in between; including manufacturing and shipping. This time 
can be lengthened in the event of additional testing and verification .e.g., 
lighting; which necessitates testing and verification in the country where the 
light is to be sold. 

5.6 Packaging Use Case 

5.6.1 Concept 

Packaging embraces the discovery of new materials, and new constructions 
from within and outside of IKEA Of Sweden. It is primarily internal projects 
which drive discussion and innovation information exchange. 

5.6.2 Implementation 

The packaging group meets once a month to discuss new ideas with networking 
within the group being actively encouraged. Feeding ideas into the product flow 
is an inherent aspect of the packaging department’s daily operational activities. 
Internal information flow and knowledge exchange can take the form of 
specially allocated mailboxes facilitating .e.g., idea exchange between the store, 
warehouse, and trading. There has been implementation of ideas which have 
arisen from the mailbox concept. Networking is not a solely internal activity, 
with group members encouraged to discuss market updates externally with 
retailers, and suppliers. Communication on new ideas may be asynchronous in 
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nature; suppliers can give ideas to IKEA Of Sweden packaging, without being 
explicitly asked by IKEA Of Sweden to do so .e.g., suppliers go to Packaging 
Technician directly with new ideas, thereafter the technician is empowered to 
approve the new idea .i.e., bring up the new material idea with packaging 
concept, garnering feedback on the technical, cost, availability, safety, ISO 
standard, and green implications of using the newly proposed idea (vis-à-vis 
material). Packaging is also R&D intensive and any idea needs to satisfy R&D 
requirements around cost (inclusive of availability, scalability etc). Any new 
idea needs to have a within +- 10% affect on the product cost. If the 10% 
threshold point is maintained and the above requirements adhered to, the idea 
will find its way into the (pre)-wash product council decisions. If it is found that 
the suggested idea (vis-à-vis material) satisfies all these requirements and passes 
the product council point of the product decision process, the IKEA Of Sweden 
packaging requirement is updated with the proposed idea (vis-à-vis) material 
information. The packaging department is not actively involved in deciding 
upon new suppliers.  

Packaging Technicians are empowered to think freely and for themselves .e.g., 
if there is a problem in the lighting department, it becomes the packaging 
responsible within lighting to fully ascertain the problems to hand and suggest 
new solutions. Packaging technicians and Product Developers, whilst not 
actively encouraged, can make external visits to suppliers and competitors to 
foster ideas, and gauge the market place and competitor landscape. Such activity 
has helped the packaging department in sourcing new ideas. However, there is 
no metric system in place measuring how such ideas are discovered, realized, 
executed, and if they are successful. Whilst it is conceivable for packaging 
technicians to go outside of IKEA Of Sweden for new ideas; today; there is no 
reason to do so as the required competence resides within IKEA Of Sweden. 
Changing Market conditions may change the need to rely solely on internal 
competence. For now, job hiring is on the premise of attracting leaders. Such 
leaders are engineers, who can construct, and who know something about 
logistics; having a totality view of IKEA Of Sweden across all vertical business 
functions. 

There is an explicit verbal requirement from management for packaging 
solutions to innovate vis-à-vis operational responsibilities of packaging 
technicians, and packaging engineers. This requirement is not formally 
documented. Ad-hoc in nature, innovation discussions between packaging line 
management and upper management, are not formalized as a 
daily/weekly/monthly agenda topic for discussion. 

With no written requirement in place, and in spite of a slowly moving materials 
market, the packaging department would like to see a more innovative structure 
implemented. Idea exchange is engrained within the Packaging department as 
they adhere to the corporate concept of doing things in different ways. 

New ideas generated may affect the R&D specifications .e.g.,  
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• The addition of color; such an instance would necessitate a change in the 
product number and this requires a decision at (pre)-wash product 
decision council. 

• Investigating the advent of cellulose composites within Expanded 
Polystyrene technology and such applicability for reuse within IKEA’s 
packaging facility. Any considered amendment to packaging must 
adhere to the IOSP0010 standard, be fully compliant to the strictest 
legislation, and be in accordance with environmental and other principles 
as espoused by the IKEA concept.  

Updates to the Package requirement are documented, and shared globally so all 
supplier relations are up to date with what packaging specifications are 
supported .e.g., changes in supported packaging materials. There is no common 
database to provide a digital archive of how, when and what new ideas 
originated. 

5.7 Material and Technology Development Use Case 

5.7.1 Concept 

Materials and Technology Development realize new ideas which can lead to a 
product amendment in the range, across any one of the business areas. New 
ideas will go to a decision forum (with stakeholders from upper IKEA of Sweden 
management, strategic purchasing, business units (Commercial, Range, Supply), 
and business areas). At the decision forum, the new idea will be evaluated, and 
if deemed so, brought to realization. 

5.7.2 Implementation 

From sourcing a new idea, and translating it through the decision forum, the 
Material and Technological development department do not employ any metrics 
to track and evaluate the idea, or indeed produce any innovation centric 
documentation. The innovation itself is documented as part of the overall 
project, in bringing the idea to fruition as a product. The Material and 
Technological Development department do not actively archive the ideas they 
have originated, irrespective of the ideas being brought to fruition or not.  

As specialists, the Material and Technology Development department innovate 
by working with all raw materials. Having tactical and long-term strategic 
views, they will study the production and cost implications the newly conceived 
idea will have (.e.g., up to 5 years ahead)).   

Central to the innovative thought process is each team member being end 
customer driven, asking themselves; how can I do something differently, what is 
the end customers need, what is the effect of this idea on potential, future 
volumes? Also, is there a product range that my idea fits to?  
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Material and Technology Development does not innovate confined to the 
working environment; ideas can originate at anytime, any day. Typically, the 
department will provide ‘4’ big ideas globally, annually. Ideas tend to be 
technically driven, with a strong focus on production cycle savings; inclined to 
put something into another context, as opposed to a complete new product 
design .e.g., the honeycomb storage facility, where the end customer need was 
storage, and this lead to a low-weight design which the end customer could 
bring home. A low-weight design meant production savings, whilst meeting 
safety and packaging requirements.  

Not employing any open forums or mail boxes, Material and Technological 
Development actively share ideas, lobbying for new ideas to come to fruition. 
Networking can be within the central organization and/or towards other 
single/multiple IKEA country franchises, or indeed with external, non-IKEA 
contacts. Inter-working is central to the IKEA Of Sweden testimony of 
teamwork, and exchange of ideas.  

Unlike Product development, Material and Technological Development work 
toward a single business area, and are not measured on how successful the 
product is in the market place. Not limited to internal information exchange, 
Material and Technological Development are actively encouraged to look 
externally; by attending fairs, and sourcing ideas from other technologies 
(automobile, aeronautical etc (ideas are not limited to furniture related 
technologies)). New ideas are not limited to new ways of doing things, and new 
products; new ideas may encompass amending existing processes and products.  

6 Analysis  
6.1 PEMM Framework 

Appendix C, Tables 1 to 4 (inclusive) are the results of questionnaires to the 
Product Development, Packaging, and Material and Technological Development 
departments. The questionnaires apply to the Hammer PEMM framework. If a 
statement is predominantly genuine (largely true corresponding to being 80% 
correct), the cell, in the corresponding table, is colored green. If the statement is 
to a limited extent genuine (corresponding to being 20%-80% correct), the cell 
is colored yellow, and if the statement is predominantly fake, (largely untrue 
corresponding to being less than 20% correct), the cell is colored red.  

Using Hammer’s PEMM framework as a metric, it is possible for IKEA Of 
Sweden to assess the maturity of their business processes, and thereafter 
ascertain, if applicable, how to enhance process performance. Tables 1 to 4 
inclusive, detail a set of statements (vis-à-vis questions) categorized according 
to Hammers process enablers. For those organizations attempting to move 
forward to the next level of performance, a green colored cell highlights those 
enablers which were not impeding the process’s progress, with a yellow colored 
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cell highlighting those areas where the organization has a significant amount of 
work to perform; a red colored cells highlighted barriers to a process being able 
to achieve a greater maturity.  

6.1.2 Subsume information processing  

Hammer contends that those resources carrying out the work itself are making 
the decisions and building control into the process? To this end, Hammer talks 
about a flattening of the organizational structure with pyramidal management 
layers being compressed, and a transformation of the managerial role from one 
of control and supervising to one of support and facilitation. Hammer adds; why 
don’t organizations process the information that they produce? Invariable the 
majority of organizations are structured whereby certain departments simply 
process and collect the information that has been created elsewhere by other 
departments. Hammer likens this to a specialization of labour reflecting a 
structure whereby lower-level employees are incapable of acting upon 
information that they are responsible for producing.  

Each of the four interviewees within Product Development, Packaging, Material 
and Technology Development, and HR attested that employees are empowered 
to amend the product development process if and when required. The working 
environment within IKEA Of Sweden encourages employees to proactively 
amend not only their working activities but to accept input from, and give 
direction to other work departments. This enhances individual leadership, 
empowering the individual to make decisions and gives a flattened 
organizational structure; such an arrangement can only assist in perpetuating 
innovation, albeit on an individual level.  

6.1.3 Coupling of information processes 

In this instance, Hammer lets the organization that produces information also 
process it. In many instances organizations have certain, particular departments 
that process information that other departments created. Are parallel activities 
linked instead of their results being integrated? All interviewed respondents 
supported with testimony that parallel activities, under the guise of the Product 
Development Process, are coordinated and interwoven. It was evident from the 
testimony that the Product Development Process involves multiple stakeholders 
all cooperating. Invariable the seamless nature of different stakeholders meeting 
each others requirements will interrupt the seamless transfer of information; this 
is mitigated, as evident from the interviewed respondents, by both malleability 
within the Product decision process and individual empowerment to react to 
unforeseen issues. 

6.1.4 Outcome versus Task oriented 

In this instance, Hammer’s principle states that one individual should be 
responsible for undertaking all the steps in a process. Hammer adds that 
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organizations should endeavor to design such an individual’s job around an 
outcome or objective as opposed to a single task. All respondents shared a 
commonality in being stakeholders of the product decision process; the process 
by which a product is brought to maturity. None of the respondent departments, 
or employees therein, had responsibility for undertaking every step of this 
process. As detailed in Empirical Findings, each department assumes it part of 
the process .e.g., Product Development taking responsibility for part of the 
Range, studying the Range and thereafter deciding where to fit a proposed 
product, with additional responsibility to act as a business developer 
(undertaking a business plan), and to work with the commercial management on 
a daily basis, knowing the competitive landscape.  

6.1.5 Employee authority 

In this instance, Hammer espouses to have those who use the output of the 
process perform the process. Organizations tend to reap the economies of scale 
by creating specialized departments to take care of specialized processes. Every 
department undertakes a particular type of work, and acts as a customer to the 
processes of other departments. The advent of IT means that departments 
empower departments and people to do more; consequently, organizations can 
reengineer processes so those who actually use and need the output of the 
process can undertake the reengineering themselves. All respondents affirmed 
that in their daily operational activities they provide output which is input for 
the operational activities of another department; this is evident in the Product 
decision process where the sampled departments (not including HR) work in 
unison at different stages to bring a product to fruition .e.g., as part of new 
product development, Product Development study different avenues for more 
cost conscious raw materials to come under a committed price point. This study 
can involve a cross departmental investigation into alternative raw materials 
which may indicate that a cheaper material had been used previously in another 
product range (adhering to strict principles on safety, sustainability etc).  

IKEA of Sweden’s ideology is for a lot of people having a lot of responsibility to 
do things their own way. How that information is perpetuated throughout the 
organization is via meetings .e.g., among different business areas or among 
different units as part of the Product Development cycle. There is no concerted 
means of recording new ideas beyond the basic archiving/documentation tools 
present as part of the Product Development cycle. There are no consolidated 
knowledge platforms (vis-à-vis IT systems) for building and maintaining 
knowledge between different units, and business areas; for different businesses 
areas, individuals are empowered to implement their own operational practice, 
within unit guidelines.  

6.1.6 Process owner 

Hammer advocates for a single individual to be responsible for undertaking 
every step in a process. The Product Decision Process; the all inclusive, end-to-
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end, documented, product design process works as a collection of different 
stakeholders working together under the guise of IKEA Of Sweden’s testimony 
of teamwork. There is not a single responsible for the process, who proactively 
lobbies for amendments to the process and current ways of working. 
Stakeholders of the product design process are empowered to amend the process 
if and when required. Such amendments do not formally find their way into a 
revised version of the process.  

6.1.7 Centralization of resources 

In this instance, Hammer’s principle treats geographically dispersed resources as 
through they were centralized; centered around the age old issue of 
centralization versus decentralization. Traditionally, decentralizing a resource 
meant that the resource in question (whether it be people, equipment, or 
inventory) was better utilized to those who used the resource. However, 
Hammer contends that organizations need no longer apply such a trade-off .e.g., 
IT and telecommunication systems now provide the tools to benefit from the 
advantages of distributed manufacturing and purchasing departments. All 
respondents declared as genuine that they avail of IT systems to facilitate the 
coordination of the distributed farm of suppliers and manufacturing across 
IKEA’s global, 301 store franchises in 37 countries. 

6.1.8 Linkage of parallel activities 

This principle involves the linkage of parallel activities instead of integrating 
their results. Here, Hammer references Product Management; characterized by 
multiple parallel activities that must converge. It was evident from the on-site 
survey respondents that Product Management marry their multiple job activities 
into the Product Decision Process; including taking ownership for part of the 
Range, analyzing the Range to decide if and where new products can sit, driving 
for the lowest price, taking responsibility to define a business plan, liaising with 
Commercial Management, checking the competitor landscape etc. 

6.1.9 Those who oversee the work make decisions about it 

This principle ensures a decision point where the work is performed, building 
control into its processes. Hammer contends that those resources within an 
organization responsible for implementing the work itself are distinguished from 
those who oversee the work and make decisions about it. All respondents 
attested that they have time, and indeed the tendency to both monitor and 
control the work they perform; on the premise that they have the information 
and experience to hand to facilitate them in making decisions.  

Furthermore, Hammer’s principle implies that those who perform the work 
should make the decisions and there should be explicit controls built-in, to assist 
along the way. A consequence of this principle leads to a flattened 
organizational structure. All respondents indicated their empowerment to make 
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changes to the product decision process within which they operate; and a 
subsequent compression of the organizational structure which leads to a move 
away from traditional management characterized by a controlling and 
supervisory roll into one of supporter and facilitator. Drucker also espouses for 
the supporter and follower relationship. The support for this flattened 
management paradigm was reiterated by the HR respondent who informed that 
Employees within IKEA Of Sweden are empowered to amend the product 
development process if and when required. The working environment within 
IKEA Of Sweden encourages employees to proactively amend not only their 
working activities but to accept input from, and give direction to other work 
departments.  

6.1.10 Data capture 

This principle ensures that information is captured once and at the source .i.e., 
captured information may be stored in an on-line database which is accessible 
by all that require it. Evident from the surveyed respondents is that every 
department within the IKEA Of Sweden organization had it’s own set of 
requirements and processes, with associated overheads in terms of efficiency 
and cost. There is no all encompassing IT system working in tandem with the 
Product Decision Process. Any use of IT is handled as part of the individual 
projects which constitute the entire end-to-end product design process. There are 
no metrics produced at any toll-gate points in the product design process. This in 
conjunction with the fragmented, individual projects which form the end-to-end 
product design process mean there’s no formalized performance metrics. 
Success is on the premise of the end product being competitive in terms of an 
affordable end consumer price, offered to the widest market, comprised of 
lowest cost products of sound quality, structure, function, whilst being 
environmentally aware and health centric. 

6.1.11 High level management engagement 

Hammer’s innovation centric framework espouses for the mandatory 
engagement of higher level organization executives in reengineering, and to be 
trusting of Hammer’s business process approach. By its very nature, process 
resign necessitates widespread organization change which can evoke feelings of 
opposition. These feelings which can permeate the organization can cause the 
process redesign to fail; this can be exaggerated if the process redesign is not 
fully supported by senior executive management. It was not evident from the 
survey if IKEA Of Sweden higher management are engaged towards 
reengineering. However, clearly evident from the survey is that IKEA Of 
Sweden perpetuate a winning mentality throughout the surveyed organization 
and encourage individuals to adopt and amend existing processes if and when 
necessitated. This mentality is founded on all employees being treated as 
Leaders. Innovation is not explicitly listed as a requirement characteristic in 
each employee. Innovation is a bi-product of the Leadership trait espoused in 
each employee. The permeated message to innovate is not implemented through 
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a methodical, concrete, top-down innovative structure implemented within the 
working environment, measuring success and performance in terms of 
innovation and the number of ideas discovered, selected, and executed. It is the 
innovation, inherent within each employee, nurtured within the working 
environment which propels the surveyed organization; enabling it to be 
concurrent with and indeed lead the market. 

6.1.12 Culture 

Hammer contends that organizations who embrace change, and which 
encourage a customer oriented focus, whilst employing a culture of staff 
cooperation, and personal responsibility, are the ones who develop and move 
forward with process driven change projects. If processes are cross functional, 
touching upon multiple organizational functions, then they must be lead and 
operated by staff employing the above principles. Evident from the surveyed 
respondents is that the Product Decision Process is a collection of numerous 
projects, producing outputs, similar to any manufacturing process. The outputs 
of the product decision process integrate towards IKEA Of Sweden supplier and 
customer processes. This collection of numerous enterprise projects are not 
registered or tracked in an integrated, consolidated IT system(s). However, 
Product Development, Packaging, and Material and Technology Development 
work concurrently within an open environment, readily sharing ideas, and status 
to ensure that products are brought to Market within a sufficiently integrated 
product development process. Three years can be perceived as a lengthy product 
maturity time; however, IKEA Of Sweden still finds itself ahead of the 
competition and the driver for new trends in the furniture market. 

6.1.13 Organization 

Hammer contends that it is imperative for organizations who embrace process 
redesign, to be staffed by people who have the ability, proficiency, facility, and 
dexterity to work with process redesign. Process redesign is not an area of work 
tailored towards people without expertise. There is no commitment to process 
redesign within IKEA Of Sweden. The empirical findings suggest that a 
perpetual winning mentality is employed throughout the surveyed organization. 

6.2 Open Innovation 

6.2.1 External information 

Open Innovation considers external knowledge as important as internal 
knowledge. This is true in the instance of IKEA Of Sweden; however, the 
means of acquiring such external knowledge is not written in stone, and 
employees are actively encouraged to implement different ways of working to 
acquire such knowledge. This implies that not only are new ideas solicited from 
every corner of the global, but the tools employed to source such knowledge 
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are continually in flux. Historically, preceding models concentrated on the 
internal activities of the organization, and external knowledge was considered 
beneficial but auxiliary.  

6.2.2 Closed Innovation 

As alluded to previously; Open Innovation considers the business model as 
pivotal when creating value via R&D. Closed Innovation takes a difference 
stance, whereby little care is given to the business model when organizing for 
innovation; attention was focused on attaining the best, and thereafter having 
faith in the pool of top class research talent, which, when adequately funded, 
would create value based innovations that would one way or another find a way 
to market. Open innovation proactively searches for pools of top class talent, 
from both within and outside of the organization; to stimulate and give 
substance to the business model. This is true in the instance of IKEA Of 
Sweden, but not applied to the Packaging Department. In addition, Open 
Innovation articulates that inventive output from within the organization cannot 
be confined to the current business model, and must have the capability to go to 
market through a number of channels (maybe, giving the existing business 
models first right of refusal). I would contend that IKEA Of Sweden does not 
adhere to this facet of Open Innovation whereby they do not ensure enough 
malleability in their business model approach (being too cost centric). 

6.2.3 False positives R&D decisions 

Open Innovation utilizes the business model in measuring R&D projects, and 
makes provision for the possibility of false positive decisions, and false 
negative decisions. Preceding hypothesis did not regard the potential of any 
measurement errors and processes for managing false negative projects were 
non-existent. I would contend that this facet of Open Innovation is 
implemented by the surveyed organization. 

6.2.4 High quality and distributed knowledge 

Open Innovation considers knowledge to have the properties of being both very 
important and to be widely spread within the organization. Open Innovation is 
suitable to the most mature, adequate R&D setups, who must be aware of the 
roll of external knowledge as a conduit to innovation. New ideas that come into 
existence in sizeable organizations may do so in a multitude of conditions. The 
interview respondents bore fruit that IKEA Of Sweden is fully aware of the need 
to source and proactively look for knowledge external to daily operational 
tasks. This was evident from the Product Development, and Packaging 
Department respondents. In addition, Material and Technology Development 
copper-fasten the utilization of external channels of information by acting as an 
additional, auxiliary department who’s sole roll is to innovate and source 
information as how them deem fit. 
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6.2.5 Intellectual Property 

Open Innovation considers Intellectual Property (IP) as a new classification of 
assets, which can give rise to added revenues, and supplement the current 
Business Model; giving direction to new businesses and new business models. 
In the Open Innovation model, IP is a pivotal facet of innovation; why?, 
because it is continually in a state of flux, moving into and out of the 
organization, and it can increase the likelihood of using markets to exchange 
precious information. This thesis did not ascertain if IKEA of Sweden 
implements this facet of Open Innovation. 

6.2.6 Innovation metrics 

Open Innovation defines the requirement for metrics to measure the 
performance of an organization’s innovation processes. Metrics in a Chesbrough 
context can refer to end-to-end process metrics pertaining to customer 
requirements, utilized by management to make comparison against best in class 
benchmarks. Furthermore, management utilize the process’s metrics to track its 
performance, recognizing primary sources of fault performance, pushing for 
functional improvements. The metrics themselves have been deduced from the 
enterprise’s strategic targets, with managers exhibiting the metrics to process 
performers for awareness and motivation, utilizing dashboards based on the 
metrics for day-to-day management of the process. In addition, management 
frequently reappraise and revitalize the process’s metrics and objectives; 
utilizing them in strategic planning. In the surveyed case, there are no 
innovation centric metrics produced at any toll-gate points in the Product Design 
process, relayed via a consolidated dashboard. This in conjunction with the 
fragmented, individual projects which form the end-to-end product design 
process mean there’s no formalized performance metrics. As conveyed 
previously; success is on the premise of the end product being competitive in 
terms of an affordable end consumer price, offered to the widest market. 
However, evident from the on-site survey is that all respondents, who act as 
stakeholders in the Product Decision Process, are acutely aware of end customer 
needs, and the tactical and strategic factors which determine success. Awareness 
of these factors which determine success can help identify primary causes of 
inferior performance, and help ensure advance in the Product Decision Process.  

6.3 Leadership 

IKEA of Sweden employs a framework to represent the Leadership characteristic 
within each employee and how it pertains to the creation of new ideas; IKEA of 
Sweden consider two parts to this framework; namely, Known and Unknown, 
whereby, the employees know what they do and how to do it, or employees do 
not know what is expected of them. In the instance where it is necessitated to 
facilitate knowledge transfer to enable employees get up to speed, IKEA Of 
Sweden HR asks itself how does IKEA Of Sweden transfer knowledge, and how 
do employees find the information they don't know? (.i.e., learning how people 
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live in different parts of the world, and using this knowledge in the development 
of new products). The leadership framework and the employee characteristics it 
espouses are not formally consolidated or tracked in a consolidated IT system; 
they are implicit in the ways of working of each employee, grounded in the 
IKEA Of Sweden testimony of teamwork, and idea exchange. 

7 Conclusions 
The empirical findings testify that there is not a methodical, concrete, top-down 
innovative structure implemented within the working environment, measuring 
success and performance in terms of innovation and the number of ideas 
discovered, selected, and executed; necessitating a reengineering, as advocated 
by Hammer. However, currently, I don’t believe reengineering to be required in 
this instance; as the existing employed business case shows no signs of 
depreciating and innovation is clearly inherent within each employee, nurtured 
within the working environment which propels the surveyed organization. 
Innovation, implicit within each employee, enables the organization to be 
concurrent with and indeed lead the market. Implicit innovation takes alignment 
with Drucker’s knowledge worker. 

The adherence to Drucker’s knowledge worker is reinforced within the surveyed 
organization; a performance driven company, strongly encouraging all 
employees to have a totality view of the organization, encompassing all vertical 
business areas. The more employees know of the totality of the organization, the 
more perspective they will have and the greater the likelihood for new ideas to 
foster .e.g., Product Development job roll having multiple responsibilities with 
provision for being responsible for supporting Range sales, qualifying new 
business opportunities in the Range portfolio, understanding market trends, 
comprehending customer requirements, assisting the Key Selling Point, 
definition of and support of a selling strategy, acting as a strategic advisor, 
working with customer division and business functions, sustaining updated 
information on the customer's environment, managing the quality aspects of life 
cycle of the products, being in harmony to new business opportunities, working 
with and managing 3rd parties such as suppliers.  

A totality of knowledge across all vertical business areas brings additional 
credence to the leadership trait, and gives employees an empowerment and 
seniority to make decisions. Knowing the entire business empowers employees 
to innovate new ideas within their unit, which can then be applied across the 
organization; enabling employees ask how did I contribute?, how can we 
change?, will this change work end-to-end from idea conception to final product 
(and not take time/money)?, does this idea meet the highest regulatory 
standards?, will there be cross unit support .e.g., will the product meet child 
safety standards? 

The surveyed organization implements a corporate structure which facilitates 
the development of Drucker’s knowledge worker; reflecting not only the 
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physical worker but the processes and services they work with on a daily basis, 
encompassing knowledge of the entire business processes, and adaptability to 
any variations in such processes. However, full alignment with Drucker’s 
knowledge worker is not attained as Knowledge workers are trained in advanced 
IT systems, and are adaptable to any changes in such systems. They are aware 
of the design, implementation, inter-working, and purpose of such systems. The 
surveyed organization does not implement any such advanced IT system(s). 
Aside from this omission, employees are aware of the multi facets of the 
organization, and have an appreciation and belief in the entire organization; its 
structure, mission, financial footing, performance, strategy. The employees are 
acutely aware of the dynamic nature of the business, and the need to stay 
concurrent with such changes. To be concurrent with change, the employees 
strive to learn more and acquire extra knowledge.  

I would contend that the surveyed organization implements a flat organizational 
structure characterized by employee empowerment, with employees aware of 
corporate goals, and working in unison within a supporting framework. 
Management communicate the organization’s vision, ensuring management and 
employees can collectively channel their combined efforts in the right direction. 
Employee empowerment is concurrent with the research of Drucker, who 
advocates for management to work with subordinates in collaboration, on an 
associate basis. 

The surveyed organization’s ideology is for a lot of people having a lot of 
responsibility to do things their own way. How that information is perpetuated 
throughout the organization is via meetings .e.g., among different business areas 
or among different units as part of the Product Development cycle. There is no 
concerted means of recording new ideas beyond the basic 
archiving/documentation tools present as part of the Product Development 
cycle. There are no consolidated knowledge platforms (vis-à-vis IT systems) for 
building and maintaining knowledge between different units, and business 
areas; for different businesses areas, individuals are empowered to implement 
their own operational practice, within unit guidelines. Considering such, the 
surveyed organization does not align to the metrics guidelines advocated for by 
both Chesbrough and Hammer. 

The surveyed organization employs a Learning Centre which has responsibility 
for competence development. Again, innovation is not a specific, tenable, 
measured item of an employee’s competence development, but each and every 
function within the organization has an implicit task of looking into innovation 
and how it permeates throughout the organization as a whole .e.g., HR foster, in 
conjunction with the organization testimony, a working environment for the 
advancement of new ideas. A Product Developer is permitted to travel to 
competitors to study competitor offerings. Such activity is reimbursed by the 
organization. It is the deeply routed concept of doing it differently, in every 
facet of daily operational life, which creates a non-bureaucratic working 
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environment; encouraging employees to come together, to try things in new 
ways. 

8  Implications 
As alluded to previously, I don’t believe reengineering to be necessitated in this 
instance; as the existing employed business case shows no signs of depreciating. 
Perhaps, reengineering will become more relevant if the organization adds 
complexity to its design, and manufacturing processes by amending its business 
model to undertake a targeted, market segmented approach, as opposed to the 
current, generic market approach. The organization clearly knows the needs of 
its end customers but this is not the primary basis upon which the product 
development process works. Of primary competitive importance is in producing 
its brand to maintain its competitive advantage in the areas of price and design; 
to offer to the greatest market, affordable, lowest cost products of sound quality, 
structure and function, whilst being environmentally aware and health centric. 
This simplifies the target market and the customer requirements therein; 
designing a generic range, not a tailored range towards different market 
segments. Considering such, the existing product development processes, 
including supplier ties, may not be malleable enough to withstand tailoring its 
product range to different customer segments. Diversifying the product offering 
will introduce added complexity in pricing structure to the end consumer and 
further up the supplier chain. In such an instance it would be conceivable to 
reengineer and reconstitute existing processes. Conversely, the generic brand 
approach allied to cost leadership, democratic design (encompassing an 
equivalent balance between purpose, quality, price and design), partnership 
agreements with suppliers, utilizing economies of scale, and promoting greener 
products, may continue to prove successful in emerging markets characterized 
by different competitive dynamics .e.g., Eastern Europe, where the success of 
the business may depend on establishing proven, reliable, and effective 
partnership with supply chains and retail outlets. 

There is no consolidated IT system tracking the various interlinked project 
deliverables. To source information from previous project instances requires 
delving back into the various, individual project deliverables that constituted the 
product development in question. A consolidated IT system could help 
accurately track the information produced across the different stakeholder 
departments, concretely linking parallel activities, allowing for a knowledge 
database for information reuse. Furthermore, the IT system could be extended to 
an outside in view, whereby market information could be proactively retrieved 
showing how and where the market landscape is changing, and why. With such 
customer intelligence to hand, Designers, Packaging Technicians, and Material 
and Technology could enhance their foresight into how to improve design, 
recommend new packaging technologies, and investigate areas for new 
innovation(s); thus, reducing time to market, facilitating the discovery of new 
ideas, strengthening market position, and reducing cost. Utilizing IT can 
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enhance the economies of scale of multiple stakeholders working together in a 
wholly coordinated, flexible manner, whilst ensuring the efficient reuse of the 
products and services produced across other Business Areas and Range 
products. Without guaranteeing the strength of the supplier network and it’s 
susceptibility to change and upward price pressure, it would be advantageous 
for the organization to provide more order to how ideas are sourced. Such order 
will help facilitate and reuse the development of new, production related ideas, 
ensuring quicker time to market through organized product (production line) 
innovations as opposed to targeting cost points within supplier networking. I 
would recommend for the organization not to be solely reliant on supplier 
prices; an upward pressure on supplier prices will negatively affect end margins.  
 
The surveyed organization targets a middle-class, young, cost conscious 
demographic, utilizing a self service, cash-and-carry type shopping experience, 
augmented with a widely distributed catalogue of it’s low cost, stylish product 
offering (44 million in 12 languages and 27 editions). To be leading the market 
and continually provide stylish, next generation designs it is advantageous for 
the organization to adopt more cross business function coordination, advocating 
for innovation related metrics within employee performance. 
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Appendix A 
  Commercial Department Organizational rolls 

 

 

 

 

 

 

 

 

 

 

 

 

 

 
 
 
 

Appendix A, Figure 1. Commercial department responsibilities 
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Range Management 

 

 

 

 

 

 

 

 

 

 

 

 

 

Appendix A, Figure 2. Range management success factors 
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Supply Chain Management 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Appendix A, Figure 3. Supply Chain management activities 
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Product Development Department 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Appendix A, Figure 4. Product Development activities 
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Packaging Technician 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 
 

 

Appendix A, Figure 5. Packaging Technician activities 

 

Appendix B 
Tables 1 to 3 (inclusive) are the results of the on-site survey pertaining to 
Hammer’s PEMM framework. The Product Development, Packaging, and 
Material and Technology Development departments were interviewed. 
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Appendix B, Table 1. Product Development empirical findings. 

 

 

Yes No 

Does your unit proactively source new ideas  

      - To translate to range updates 

          - Are the ideas sourced from within the team/unit ? 

          - Are the ideas sourced from other departments, internal to IKEA  ? 

      - To translate to new ways of working processes 

          - Are the ideas sourced from within the team/unit? 

          - Are the ideas sourced from other departments, internal to IKEA  ? 

Does your team proactively source new ideas  

      - To translate to range updates 

          - Are the ideas sourced from within the team/unit ? 

          - Are the ideas sourced from other departments, internal to IKEA  ? 

      - To translate to new ways of working processes 

          - Are the ideas sourced from within the team/unit ? 

          - Are the ideas sourced from other units, internal to IKEA  ? 

Do you proactively source new ideas  

      - To translate to range updates 

          - Are the ideas sourced from within the team/unit ? 

          - Are the ideas sourced from other units, internal to IKEA  ? 

      - To translate to new ways of working processes 

          - Are the ideas sourced from within the team/unit ? 

          - Are the ideas sourced from other units, internal to IKEA  ? 

 

 

 

 

 

 

 

 

 

Within your unit, have line management clearly stipulated the need for everyone, at 
every level, to innovate ? 

Within your operational activities, do you actively look to innovate your ways of working 
? 

Is your work measured on the number of ideas you originate ?  

Is your work measured on the number of ideas originated within your team ? 

Is your work measured on the number of ideas originated within your unit ? 

Does your unit actively source new ideas ? 
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Appendix B, Table 2. Packaging empirical findings. 

 

 

Within your unit, have line management clearly stipulated the need for everyone, at 
every level, to innovate ? 

Within your operational activities, do you actively look to innovate your ways of working 
? 

Is your work measured on the number of ideas you originate ?  

Is your work measured on the number of ideas originated within your team ? 

Is your work measured on the number of ideas originated within your unit ? 

Does your department actively source new ideas ? 

 

 

 

 

 

 

 

 

 

Does your department proactively source new ideas  

      - To translate to range updates 

          - Are the ideas sourced from within the team/unit ? 

          - Are the ideas sourced from other units, internal to IKEA  ? 

      - To translate to new ways of working processes 

          - Are the ideas sourced from within the team/unit ? 

          - Are the ideas sourced from other units, internal to IKEA  ? 

Does your team proactively source new ideas  

      - To translate to range updates 

          - Are the ideas sourced from within the team/unit ? 

          - Are the ideas sourced from other units, internal to IKEA  ? 

      - To translate to new ways of working processes 

          - Are the ideas sourced from within the team/unit ? 

          - Are the ideas sourced from other units, internal to IKEA  ? 

Do you proactively source new ideas  

      - To translate to range updates 

          - Are the ideas sourced from within the team/unit ? 

          - Are the ideas sourced from other units, internal to IKEA  ? 

      - To translate to new ways of working processes 

          - Are the ideas sourced from within the team/unit ? 

          - Are the ideas sourced from other units, internal to IKEA  ? 

 

 

 

 

 

 

 

 

 

No Yes 
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Appendix B, Table 3. Material and Technology empirical findings 

 

Does your department proactively source new ideas  

      - To translate to range updates 

          - Are the ideas sourced from within the team/unit ? 

          - Are the ideas sourced from other units, internal to IKEA  ? 

      - To translate to new ways of working processes 

          - Are the ideas sourced from within the team/unit ? 

          - Are the ideas sourced from other units, internal to IKEA  ? 

Does your team proactively source new ideas  

      - To translate to range updates 

          - Are the ideas sourced from within the team/unit ? 

          - Are the ideas sourced from other units, internal to IKEA  ? 

      - To translate to new ways of working processes 

          - Are the ideas sourced from within the team/unit ? 

          - Are the ideas sourced from other units, internal to IKEA  ? 

Do you proactively source new ideas  

      - To translate to range updates 

          - Are the ideas sourced from within the team/unit ? 

          - Are the ideas sourced from other units, internal to IKEA  ? 

      - To translate to new ways of working processes 

          - Are the ideas sourced from within the team/unit ? 

          - Are the ideas sourced from other units, internal to IKEA  ? 

  

 

 

 

 

 

 

 

 

Yes No 

Within your unit, have line management clearly stipulated the need for everyone, at every level, to 
innovate ? 

Within your operational activities, do you actively look to innovate your ways of working ? 

Is your work measured on the number of ideas you originate ?  

Is your work measured on the number of ideas originated within your team ? 

Is your work measured on the number of ideas originated within your unit ? 

Does your department actively source new ideas ? 

 

 

 

 

 

 

 

 

 

63 

 



  

 

Appendix C 

Hammer’s Audit questionnaire 
Hammer PEMM audit, design performers (P-1, P-2)  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Appendix C, Table 1. Design and Performers enablers P-1, P-2. 

(Applicable to Product Development, Packaging, and Material and Technological Development departments). 
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Hammer PEMM audit, design performers (P-3, P-4)  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Appendix C, Table 2. Design and Performers enablers P-3, P-4. 

(Applicable to Product Development, Packaging, and Material and Technological Development departments). 
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Hammer PEMM Owner, Infrastructure, Metrics (P-1, P-2)  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Appendix C, Table 3. Owner, Infrastructure, and Metrics enablers P-1, P-2. 

(Applicable to Product Development, Packaging, and Material and Technological Development departments). 
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Hammer PEMM Owner, Infrastructure, Metrics (P-3, P-4)  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Appendix C, Table 4. Owner, Infrastructure, Metrics enablers P-3, P-4. 

(Applicable to Product Development, Packaging, and Material and Technological Development departments). 
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