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ABSTRACT

The present study explored the impact of a crowdsourcing strategy on
the firm’s inventive activities. To investigate this area, we drew on an
exploratory qualitative case study using a Netnography approach to analyze
the open innovation experience and crowdsourcing strategy of a large Italian
company in the bakery sector, the Mulino Bianco. This paper has
implications for future research on crowdsourcing, particularly regarding the
effective use of collective intelligence in the innovation process.

Keywords: Open Innovation, Crowdsourcing, Netnography Study

1. INTRODUCTION

It is difficult to imagine a more significant topic in today’s economy
than interorganizational technology. Indeed, there is mounting evidence that
points to the fact that a firm’s innovation process increasingly involves
partners beyond their boundaries, including research organizations, business
partners, universities, and customers®. The potential benefits that are derived
from external sourcing include access to complementary technological
resources, faster development of innovations, and improved market access?.
However, because, in recent years, the concept of “open innovation” has
taken center stage in the innovation literature, thanks to recent technologies
including many Web 2.0 applications, firms can now use effective tools to
integrate customers into the early stages of the innovation process, improve
the idea generation phase, and gain a closer proximity to customers® * >,
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In this vein, crowdsourcing is currently one of the most discussed
keywords within the open innovation community?®. The term
crowdsourcing describes a new Web-based business model that harnesses
the creative solutions of a distributed network of individuals through what
amounts to an open call for proposals’. In other words, a company posts a
problem online and a vast number of individuals offer solutions to the
problem. However the proliferation of such technologies necessitates a deep
change on the organization of innovation activities in order to understanding
what types of collective intelligence are possible (or not), desirable (or not)
and affordable (or not) and under what conditions. As such, the use of
collective intelligence to improve the firm innovation process may be
simple in concept; however, can be extremely difficult to implement. Indeed,
designing the right mechanisms for collective innovation is neither simple
nor straightforward and the “rules of engagement” of external knowledge
can make an enormous difference in the outcome.

Another basic question regarding mechanism design is people
participation and engagement should not to be taken lightly. Indeed, for a
large fraction of Web 2.0 projects that have flopped, the primary cause of
failure appears to be a lack of engagement. Specifically, participants expect
to be treated in a certain way and, more often than not, they want organizers
to be engaged as well.

Generally speaking, the performance of many open innovation
processes that are based on Web 2.0 applications has been less than optimal
for a number of reasons®. For one thing, many tools do not provide
information on participants, which raises concerns about the accuracy of the
output and the possibility that the process might be vulnerable to
manipulation. In addition, applications often lack any explicit refereeing
process that might provide some degree of quality assurance.

Therefore, these researchers took on this challenge and explored the
impact of a crowdsourcing strategy on firms’ inventive activities. To
investigate this area, we drew on an exploratory qualitative case study using
a Netnography approach (a method specifically designed to study cultures
and communities online® %) to analyze the open innovation experience and
crowdsourcing strategy of a large Italian company in the bakery sector, the
Mulino Bianco, which is part of the Barilla spa group.

The paper is organized as follows. First, we provide an overview of the
rising importance of the open innovation phenomenon and describe the
possible forms of purposive inflows of knowledge that characterize open
innovation and strategy. Section 3 introduces the case and methods used.
Section 4 provides an analysis of how the process of open innovation took
place. Based on this analysis, some critical reflections are offered.
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2. OPEN INNOVATION AND CROWDSOURCING

Chesbrough suggested that firms have actually moved toward a new
paradigm: the “open innovation” model®. This model is antithetic to the old
paradigm where successful innovation was related to control and internal
R&D activities lead to fully internally developed products. Conversely, in
the open innovation paradigm, firms can and should use internal and
external ideas during the innovation process. Within this context, possible
explanations for the increasing importance of external sourcing of
technology can be found both on the supply and demand side. The former is
characterized by a scientific knowledge that is growing at an incredible pace
in almost all major disciplines. This phenomenon is creating new sources of
innovation that are available for tapping interested parties, often in
seemingly unrelated fields**. Further, markets for technologies are emerging
and developing in several industries’? and, last but not least, is the
ever-increasing pool of displaced talent that has resulted from
re-engineering and downsizing. The demand side shows a higher
competition and growing pressure on costs that requires a faster
development cycle®™, increasing complexity, and multidisciplinarily use of
resources required for innovation coupled with the necessity of being
responsive to local and global markets (which makes internal development
more difficult)'®, and the search for risk sharing technological policies™. All
these factors push toward the search for external sources of ideas for
innovation.

Moreover, firms will forge linkages to gain access to those capabilities
that they perceive will lead to an improved comlpetitive position and a
greater chance of mitigating competitive uncertainty ™.

In addition, customer and user integration into innovation activities is a
mode of value creation. Firms gather ideas for innovation from customers
and users by integrating them into the early stages of the innovation process.
Further, the ideas expressed by customers reflect their needs and wishes and
have been described as “need information.” Customers also express ideas
that have been called “solution information,” which represents, not only
need information, but also customer-based suggestions that describe how
ideas can be transferred into marketable products. With the help of Internet
Toolkits and Web 2.0, customers are being asked to design concepts for new
products via Internet-based or stand-alone software applications on
self-reliance’. The basic design rationale captured in the term Web 2.0 is
the notion that the web should be used to buttress connections between
individuals and provide them unfettered opportunities to express themselves,
rather than attempt to curate all possible combinations of knowledge
resources or attempt to censor individual contributions.
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Although the literature has paid some attention to the factors that
influence the adoption of different innovation activities, relatively little
empirical work has addressed the performance implication of these
decisions. Arguments that emphasize the benefits of external acquisition
assume that many critical capabilities reside outside the boundaries of the
firm and appropriation problems are minimal. In these settings, performance
is directly tied to the ability to identify, isolate, and solve a specific set of
independent technical problems®. The concept of absorptive capacity
enriches the picture, which suggests that the impact of internal and external
knowledge on firm performance is not independent. Further, a firm’s
ability to profit from external know-how is largely a function of the firm’s
level of prior related knowledge®®.

More specifically, while some studies have explored, directly, the
effects of a specific innovation activity on innovation performance?®, recent
studies have also provided mounting evidence on the potential for
combining internal and external sourcing modes as complementary
innovation activities*? *°.

Crowdsourcing can be explained via a theory of crowd wisdom and an
exercise of collective intelligence. Specifically, this model is capable of
aggregating talent and leveraging ingenuity, while reducing the costs and
time formerly needed to solve problems and increase creativity. Finally,
crowdsourcing is enabled only through the technology of the web, which is
a creative mode of user interactivity, not merely a medium between
messages and people?.

Howe examined three crowdsourcing models: contest, collaborative,
and moderated. In the contest model, individuals submit ideas and the
winner is selected by the company. In the collaborative model, the crowd
evolves ideas and picks the winners. In this way ideas evolve and
community engagement increase; however, the model is more difficult to
manage and control decreases. Finally, in the moderated model, individuals
submit ideas, the crowd evolves the ideas, a panel selects the finalists, and
the crowd votes on the winners’.

Overall it is clear that it is not possible to draw unconditional lessons
on the impact of open innovation and crowdsourcing strategies on
performance. The value created by these strategies is contingent on the
situation, which differs across performance dimensions. Actually, it may
even appear that opening the boundaries of innovation has a negative impact
on performance. However, shifting the boundaries of R&D can bring about
important efficiency gains in the production of knowledge by providing
access to complementary knowledge, assets, and capabilities. This is
particularly the case when knowledge grafting is coupled with internal R&D
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activities. To analyze these seemingly contradicting observations, this paper
highlights the need to consider the balance between different strategic
objectives and explore, thought the use of a case study, the impact of
crowdsourcing on a firm’s performance inventive activities.

3. THE CASE OF MULINO BIANCO

3.1 Research Method

This research was based on an in-depth, inductive netnography case
study of the Mulino Bianco. A netnography approach, or online ethnography,
refers to a number of related online research methods that adapt to the study
of communities and cultures that are created via computer-mediated social
interactions” '°. The qualitative data for our netnography analysis was
obtained from a selected online community, the “Mulino che vorrei” website.
The netnography approach for this case study was purely observational, in
which the researchers were specialized types of lurkers®.

Given the open-ended nature of our questions regarding the impact of
crowdsourcing on the firm’s performance inventive activities, we felt that
this approach would be most useful for theory building®* % 2. Moreover,
the netnography case study is an appropriate method of empirical inquiry
when the phenomenon to be studied cannot be easily separated from its
organizational context?.

3.2 The Company

Mulino Bianco is a part of the Italian Barilla S.p.a. portfolio brand and
produces a wide variety of bakery products and Barilla is a world leader in
the pasta market. The Barilla group employs 16,000 people and, in 2008,
had issued invoices for more than 4.5 billion €. At the time of this study, the
firm had 26 factories, including a macaroni factory, flour mills, and bake
houses. The R&D department took advantage of 250 researchers who were
employed in six branches based in Italy, USA, Russia, France, Germany,
Sweden.

3.3 The Crowdsourcing Strategy

Mulino Bianco structured its virtual communication via the application
of innovative marketing techniques. This strategy provided an institutional
website showcase that links to two sites that also are brand products (Pan di
Stelle and Grancereale) and an area called "Il tuo Mulino” (Your mill) where
there are blogs of surprises, the “tour of the mill,” and the “tour of spikes”
over the area committed to the community "Nel mulino che vorrei” (In the
mill I would like). The whole communication tool makes use of the typical
paradigm Web 2.0.
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The corporate website (www.mulinobianco.it) is user-friendly and the
target audience consists mainly of mothers in their 30s and 40s. The strategy
is to diversify and involve high segmentation and strategic positioning in the
market of handicraft, healthy, wholesome, and uncontaminated products. In
addition, the innovation strategy aims at generating new products and
packaging and the website consists of sections of traditional communication
that describes the history, products, promotions, and events, and shows the
brand's attention to product sustainability. Such communication is vertical
and no instruments relate to content sharing, this is a typical example of a
showcase-site 1.0 era.

3.3.1 The “Pan di Stelle” Web-Site

On the home page of the Barilla website is a direct link to the whole
range of "Pan di stelle” (Star loaf) products, which become the brand. The
product line includes cereal biscuits, snacks, and cakes. The layout of this
site is particularly interesting from a crowdsourcing standpoint; additionally,
standard sections show traditional products. Further, Mulino Bianco joins a
blog that discusses new products from the company and what is available on
the market; this tool is highly interactive with two sections and a third that
makes wide use of 2.0 tools. The most interesting section is called
"Stellario;” this project involves the observation of all customer
contributions where one can see the STARS IN THE SPONGE on the web.
The page opens with the image of a virtual universe where stars represent
various contributions of video, audio, and text formats that have been
uploaded by customers. Moreover, in the video section, characteristics are
related to the democratizing innovation; in particular, there are contributions
that describe and show how to prepare new recipes and how to use the
sponge stars to prepare for DIY gifts.

3.4 The Community “The flour Mill | Would Like”

Mulino Bianco would like to adopt an open innovation approach
through the use of the typical paradigm Web 2.0. In particular the project “Il
Mulino che vorrei (The flour mill T would like)” is part of an open
innovation strategy that is linked to an outside-in process. The community
was founded on March 8", 2009 and is an example of a co-generation
project and crowdsourcing, which is a workshop that is open to everybody
and enables people to get in touch with the “Mulino Bianco” world, propose
ideas, and vote for the most original one. The community represents a
change of communication model, previously implemented by Mulino
Bianco, that aims to not confine consumers to viewers as passive prospects,
but to make them active participants who are able to enrich the world of
references of the brand with their ideas, experiences, emotions, and
conversations®.
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The site is divided into five areas: 1) discover the project, 2) propose
an idea, 3) rate other people’s ideas, 4) see ideas in an assessment, and 5)
read the blog. The community aims to collect ideas, analyze the ideas, and
actualize them if they are consistent with the company’s mission, vision,
and values. The management says that it is ready to take into consideration
any proposal, whether or not it is related with any current offer. Further,
transparency is the basis of this participatory project and all ideas are
evaluated and receive a public response of viability or not, with the reasons
explaining what helped in making the choice.

When proposing an idea, a customer must be a member of the Mulino
Bianco community. After the first filter of audience satisfaction, the ten
most voted ideas are collected in a dedicated area and submitted by careful
analysis for feasibility. If the outcome is positive, Mulino Bianco commits
to introduce the new product in the market; otherwise, the company will
provide a public explanation for why the idea did not win. The “View
assessment ideas” includes the ten best ideas and the level of assessment. At
the end of this process, ideas can be either stored or put on the market.
Community members can also contribute via three types of behavior; first,
with new ideas; second, by voting; and third, via comments.

At the time of its launch, the web site had 130,000 registered users, of
which 75% were women, mostly mothers 34 years or age. According to
Alexa.com, the site had seen a decrease in its ranking over the past eight
months from position number 324,198 to position 762,365 and was position
30,553 in Italy. The number of page views increased by 13% with an
increase in the ratio of page views and users by 6%. There was a decrease
by 16% in the average time spent on the site. The community recorded 448
hits and 1,498 page views daily. Mulino Bianco adopted a very powerful
viral marketing strategy as demonstrated by data of the contributions in the
main social media networks.

A survey conducted within Facebook showed that the keyword “Nel
Mulino che vorrei” (In The Flour Mill I would like) generated about 270
results (see Tab. 1). Firstly Mulino Bianco presented an official page with a
wide range of links to the institutional website. This page included about
30.769 fans. In addition research showed that about 115 results were
composed by groups and fan pages and 155 were composed by “mashup.”
Internet web 2.0 tools allow customers to change and modify slogans,
videos, pictures or to create new ones. In short, “Mashupping” could
contribute to an increase in an advertising campaign’s reputation and
success. In fact this phenomenon involved about 60,000 fans and
represented 60% of the total of results. Therefore, companies must take this
activity into account to improve strategy awareness.
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A Youtube.com analysis showed the presence of 97 video with the
keyword "The flour Mill I would like" including 29 official and 58 entered
by users divided equally between institutional video for commercials and
mashups of different natures both comic and satiric, but also typical protests
to the brand. Videos were displayed about 130,000 times with 60,000 views
that referred to official youtube channels.

In other social media, communication strategies seemed less effective.
On Flickr, there were about 139 results with the keyword (Nel Mulino che
vorrei), while about 1,840 with the keyword “Mulino Bianco.”

Overall, and considering the nature of circularity of communication on
social media, it could be concluded that the community generated a
significant level of engagement between actual and potential consumers and
customers.

Table 1. Social media communication data

Social Media Search results Members or viewers Mash-up
Facebook 270 30769 155
Twitter 516 1427 27
Youtube 97 59815 58
Flickr 139 1039 16
Slideshare 4 1 1

Regarding the qualitative analysis of efficiency, the community
proposed 3,846 ideas, 5,382 comments, and 52,707 votes. The proposals
were made mainly for new products (2,272 proposal ideas; 59.7%) followed
by promotions (860 ideas; 22.3%), packaging (431 ideas; 11.2%) and finally
social and environmental commitments (283 ideas; 7.3%). Interestingly, the
analysis of historical trends showed that the proportion of contributions
remained constant.

The hypothesis was that this trend would highlight a
high consistency in the desires of community members
and, for this reason, a potential index with which to  direct management’s
strategic choices about communication to the target areas. In any case, the
most relevant aspects about community contributions was that, currently, no
idea had been launched in the market; however, six had been stored.

4. DISCUSSION AND CONCLUSION

From our analysis, we believe that the business model, adopted by
Mulino Bianco, is currently not particularly effective in creating innovative
new products; however, is valid in the analysis of consumer needs and wants.



Maria Chiara Di Guardo and Manuel Castriotta 87

In particular, there are some strategic choices that could explain the apparent
inefficiency of the innovation process of the community. The hypothesis
was that Mulino Bianco is not properly adopting the open innovation and
crowdsourcing strategies:

a) It appears to be a questionable choice of non-payment for the best ideas.
There is no evidence in the literature about voluntary contributions of high
quality, if not for ethical purposes other than the profit of Mulino Bianco.
This choice was probably suggest as designers, marketing experts and
psychologists, chemists and fans of food and beverage that could make
better contributions to the creation of new products, new packaging and,
above all, new promotions. In this case, the feedback of consumers would
continue to work through the voting system.

b) The model does not provide models of democratizing innovation such as
tutorials, training, and software to facilitate and improve the quality of the
contributions of community members®

c¢) The lack of such instruments, associated with non-remuneration, does not
seem to exploit some of the main reasons analyzed in the process of
crowdsourcing such as competition, learning new skills, and fostering a
better reputation. (e.g., the phenomenon of open source as Crowdsourcing
first experiment). For example, some competitors have implemented
strategies for the implementation of some software to create shapes or create
new recipes and new ingredients.

d) Mulino Bianco seems to focus more on intrinsic motivation that is based
on belonging to a community. The site seems to maintain a high level of
involvement and participation as is demonstrated by the statistics.

Another interesting aspect is communication between members. In the
community, a member can communicate only by indirectly commenting on
other people’s posts. These links do not seem particularly effective or
helpful in maintaining the diversity of contributions by consumers. The
observation was not of any evidence regarding possible innovation
strategies based on the resolution of issues such as open source. These
dynamics will increase the pace of innovation and are not proposed by
management, which instead focuses on the moment, which is essentially
generative and offers a common path.

e) The choice not to reward contributors appears more questionable in light
of the management of intellectual property of Mulino Bianco. The
community elects to retain full rights to all content that is generated within
states without establishing motivations that lead to behaviors typical of gift
economies®.
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f) Not all ideas are published; therefore, it is plausible that, among them, are
hidden proposals. The role of censorship and filter seems very strong and
reduces the transparency of the project. However, it the project followed the
community assessment model, it would be more efficient and reliable.

These researchers found that the quality of proposals were middle class
and the business model does not fully exploit some features of open
innovation to see causes that could explain inefficiencies of the community
regarding the launch of the proposals; specifically, the best hypothesis
seems to be a problem with the corporate culture.

The structure of the process of research and development was
hierarchical and vertical. Patterns of communication, within the site
reference showed, a typical closed innovation R&D process. In describing
these strategies, the company does not make reference to some of the main
external resources that are typical of open innovation strategies, such as
suppliers, partners, consultants, competitors, and most consumers that are
part of the "Crowd" and part of the external environment®.

Again, according to some interviews, management is still tied to the
logic of closed-innovation that could justify such a gap between the
benchmark nearest Starbucks and Mulino Bianco at the time of the market
launch of a product.

In these interviews, the CEO and marketing director argued that the
objective of the platform is not recruiting industry experts and enthusiasts
within the group because researchers are already valid. In substance, it is the
latter claim that might explain why Mulino Bianco launches products that
are generated by members of their community.

The literature also highlights how the principles of corporate culture,
such as “The best researchers work for us,” imply the presence of “not
invented here syndrome” at the base of closed innovation that could
unknowingly block product launched in the market. For example, Starbucks,
despite it being a competitor, has launched almost 82 products (in 24 months,
the same period of time Mulino Bianco assumed they needed to launch a
new product in the market), which directly resulted from its community of
co-creation. The statements from the foregoing points have not been
challenged by the statements of project managers who have argued that food
products may also be required 24 months before launch. The likes of
Starbucks-type competitors show the contrary and, in any case, three of the
four areas of interest of any proposed community input are not related to
food production. Indeed, new packaging, promotions, and changes in social
engagement have already been launched in the market. On the contrary from
Starbucks, the Mulino Bianco’s waiting before launching a new product
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seems to discourage and generate divergence, between members of the
community as they do not see tangible results to their contributions. Further,
there appears to be an imbalance among the participation of customers in the
community and feedback from the Company, which has not actually issued
any suggested product in the market.

On the May 6, 2010, the marketing director announced that it is
considering an idea from the community but that was not among the ten
most voted ones. This attitudeseems to go against the spirit that is seen in
the horizontal sharing basis and community’s major strength of the Mulino
Bianco’s blog. This could ultimately lead to a lack of reliability and
trustworthiness that could keep customers away from further helping the
company.

In conclusion, the Mulino Bianco branch of Barilla appears to be a
market-focused company, the only one on the Italian market regarding
snacks and biscuits that asks customers their opinions on products and
strategies. Mulino Bianco is, more precisely, the only one company
following the market, as its competitors only follow a product-driven
approach to the market.

Mulino Bianco is far ahead of its competitors in structuring a
market-focused approach to consumers as customers seem to appreciate the
direction the company has taken, which is underlined by the web-presence
of users and by the cooperation in developing a B2C approach to the market
with a two-way communication in which basic feedback from the consumer
valued, taken into consideration, and adopted to production.

What seems to lack in the Mulino Bianco company, is a
costumer-centered approach and, in its crowdsourcing strategy, is the fact
that the company does not actualize any of its customers’ proposals, even
though the sample was consistent. Moreover, promoting itself as a
market-driven company and having all rights of input from its target
audience, the company seems to operate as a product-oriented company,
leaving all business decisions based on the mere management perception
and intuition of the market.
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