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Abstract 

There are many studies of how acquisitions of small technology startups and firms affect 
innovation growth and performance, but less is put on how acquisitions affect the innovative 
behavior of the acquired firms. This thesis explains changes in the innovative behavior of acquired 
technology-based small firms from an innovation governance perspective. An interview based case 
study of founders and top managers of four acquisitions by a Swedish medium-sized Industrial IT 
company from an insider-outsider perspective found that innovative efforts shifted from a more 
radical innovation approach to an incremental product innovation focus, by means of accumulation 
of continuous hardware and software upgrades. This “acquisitional” reduction of radical innovative 
and entrepreneurial behavior is explained by a shift in vision from firm creation by founders 
(owners) pre acquisition to a product-oriented vision driven by product managers post acquisition. 
This vision framed the underlying dimension of discovering opportunities, which became focused 
to existing products and by formal and informal steering relating to incremental product 
innovations. This thesis suggests that the focus on innovative behavior of  acquired entrepreneurial 
firms from an innovation governance perspective is a useful new way of  analyzing technology-
based acquisitions.  
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1 Introduction 

1.1 Background 
This master thesis project is part of the master program AMPI2 given by the University of 
Halmstad 2016-2018. The scope of this thesis was to do research in an area within innovation and 
business administration in close connection to HMS Industrial Networks, the company where the 
writer is employed. The mission was to find an actual problem related to the business and the 
future innovation strategy of the company. 

HMS is a medium sized Swedish Multinational Enterprise (MNE), a technology-based firm which 
was founded by university students thirty years ago, who innovated a way to connect devices on 
the industrial floor.  

When discussing potential subjects with management in HMS the idea of looking into innovation 
from an historical as well as future point of view started to form. Innovation is almost a buzzword 
these days, but the question is what does it really mean? People are often having their own 
subjective interpretation of the word and in the theory of innovation you can find different 
definitions and wordings. Companies often likes to describe themselves as innovative both to their 
customers as well as when recruiting new employees. Being innovative has become an important 
way to brand your company and not being profiled as innovative can by customers and future 
employees be seen as a negative thing. 

So where is HMS in all of this? The discussion of the need to be innovative had been ongoing for 
a while internally in the company when the scope of this thesis was discussed. As an employee the 
writer could sense a certain degree of frustration building up internally, that the company was not 
innovative enough. At the same time several acquisitions had been made the past years bringing in 
new knowledge and technology into the company. Would it not be relevant to understand how 
these acquisitions affect the image whether being innovative or not? HMS strategically focus on 
firm growth where acquisitions is a natural part to fulfil this goal. At the same time HMS also has 
the intention of staying innovative and flexible. Based on this, the idea of study the relation of 
innovation and acquisition at HMS started to form. But how could the company learn something 
from the history that would be useful for future strategic decisions?  

An active acquisition market can for a small company be a driver for innovation, knowing their 
market value will increase with successful innovations. At the same time the driver for a large 
company to spend money on R&D (leading to product innovation) will decrease, knowing there 
are several small companies with successful innovations to acquire (Phillips and Zhdanov, 2013) 
(Zhao, 2009).  

With all this in mind the scope of the thesis started to take form to investigate the governance of 
innovation and empirically study HMS and the four technology based small and medium-sized 
enterprises (SMEs) that had been acquired by HMS at the time of the study. But instead of looking 
just at the mother company HMS, the study should be done from the acquired companies’ point 
of view to investigate whether there is something HMS can learn for the future from the smaller 
companies it has acquired and to understand how the innovation work has been affected in these 
companies post acquisition. 
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1.2 Problem description 
Innovations can be of many types and take many forms such as organizational, products, process 
and market innovations (Oslo Manual, 2005). Innovation can also be of different sizes, be 
completely new to the world or an improvement of something existing but still to give new meaning 
to an older innovation.  The governance of innovation is complex and consist of different 
perspectives. The different forms and sizes of an innovation implicates that there is not one 
innovation process that can address all types of innovation work within a company. 

There have been many studies, looking into acquisitions and innovation (Cloodt et al (2006), 
(Purnam et al, 2009) (Phene et al, 2010)).  But these studies are missing the innovation governance 
perspective, considering the different dimension how to steer and govern innovation work in a 
company in order to be successful. 

HMS has during a period of six years acquired four companies. These companies were all working 
in areas related to HMS and their technological knowledge was all seen as a good complement to 
the R&D within HMS.  

According to literature, a complementary R&D knowledge in the acquired company could 
stimulate higher quality and novelty inventions past merger (Makri, Hitt and Lane, 2010). Based on 
the background described in chap 1.1, I am interested in finding out more on how the innovation 
governance in these companies has been affected by the acquisitions.  

Three of the acquired companies were post acquisition fully integrated into HMS, at the same time 
keeping their product brands. This setting gave me the opportunity to study the innovation 
governance before the acquisition, but also after, since the acquired companies to a high degree 
have continued to work in the same organizational unit. The fourth company also kept their brand 
but was not integrated to HMS at the time of the study and was thereby less affected, from an 
organizational point of view.  

The research questions of the thesis are:  

 How has innovation governance changed in HMS acquired companies after acquisition? 
 Why did innovation governance change in this way? 

1.3 Target group 
There are several target groups for this thesis. Students and researchers wanting to learn more 
about Innovation Governance and common challenges within Innovation at SMEs, and managers 
working in SMEs looking for knowledge and inspiration on how to handle innovation and 
acquisitions in their own companies. 

1.4 Thesis contribution 
The contribution of this thesis is that it focuses on how acquisition change the innovative behavior 
of the acquired firm post acquisition when merged into the new organization. The literature tends 
to narrowly focus on product innovations and growth, largely ignoring changes in other types of 
innovative activities that affect the corner stones in innovation governance theory and has a great 
impact of radical innovation. I suggest that analyzing firm innovative behavior and performance 
prior and subsequent to acquisition more broadly from an innovation governance perspective is 
useful to understand the impact on innovation post acquisitions. 
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2 Theory 

2.1 Acquisitions and Innovation 
Phene et al (2010) states that frequent finding in literature in the research area of acquisitions is 
that they are often not successful and the profitability of the firm making the acquisition is most 
likely to decline. One of the primary reasons for this is the difficulty to integrate the two firms. A 
key reason for the loss of innovative capabilities post acquisition of technology firms, is the loss of 
autonomy of the target firm (Purnam et al, 2009). This has the greatest effect in cases when 
acquisitions are done in the purpose of exploration. When the acquirer increases control of the 
acquired firm and thereby lower the power for the target, it will be more likely to damage the 
capabilities and routines that support innovation capabilities in the target firm (Phene et al, 2010). 

Zhao (2009) has examined the interaction between corporate takeovers and technological 
innovations. He finds that firms that acquire are less innovative and have often experienced a 
decline in technological innovation the years prior to the acquisitions activities. He also states that 
less innovative firms benefit more from acquisitions, which would implicate that acquisitions help 
less innovative firms in their innovation efforts. The findings in the article also suggest that 
acquiring innovation from the external market seems to be an effective way to address the problem 
of internal innovation deficiency. 

In the article by Makri, Hitt and Lane (2010), they conclude that Merger and Acquisitions (M&A) 
have the best effect on innovation performance when the technological knowledge in the both 
companies are not too similar but not too different from each other.  The knowledge should be 
different enough to provide new opportunities and the incentive to explore, at same time it should 
be similar enough to facilitate learning.  

The article also points to other studies claiming that when the acquiring and target firm have a 
common knowledge base and complement each other, their R&D productivity also increases. 
Cloodt et al (2006) found that innovation performance was lowest for M&As in which firms 
operated in highly similar or largely unrelated technology areas, and highest where when there was 
a moderate degree of overlap. Accordingly, managers should be encouraged to seek targets for 
acquisitions that hold complementary (technical and scientific) knowledge.  

According to Schumpeter (1961) it is natural that R&D intensity should decrease post an 
acquisition because of the gain integrating R&D departments. This means acquisition should have 
either no effect or a positive effect on R&D outputs (because of the potential synergy). The article 
by Hitt et al (1991) have found the opposite effect investigating the relations between acquisition 
and R&D intensity (investments divided by sales) and R&D outputs (patents). The result suggests 
negative effects on R&D intensity post acquisitions as well as negative effect on the output (patent). 
The explanation could be that growing by acquisitions may have a negative effect on innovation 
and innovativeness of the acquired firms over time. Innovation champions might be lost in the 
transition and the strategy management work affected. The reduction in the relative numbers of 
patents could also suggest that acquiring firms are not fully exploiting the acquired companies’ 
technology or they are not acquiring the right young technology. 

Innovation and Acquisition literature points to the directions that it is difficult to succeed with and 
acquisitions when it comes to innovation. When reading the literature, one can conclude that 
acquisition can be a good thing for the finance and the growth of the company. But the views differ 
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and are more negative when it comes to acquisition giving positive effects on the innovation 
climate: Acquisition as an enabler for more intense innovation, seems to be a challenge and the 
literature doesn’t give one answer to how this should be done. 

2.2 Innovation 
From a Schumpeterian view, innovative behavior may lead to product, process, organizational, 
market and relational innovations, which is in line with the product, process, organization and 
market innovations as defined by OECD (Oslo Manual, 2005): 

 Product Innovation 
A goods or service that is new or significantly improved. This includes improvements in 
technical specifications, components and materials, software, user friendliness or other 
functional characteristics. 

 Process Innovation 
A new or significantly improved production or delivery method. This includes significant 
changes in techniques, equipment and/or software. 

 Organisational innovation 
A new organisational method in business practices, workplace organisation or external 
relations. 

 Market Innovation 
A new marketing method involving significant changes in product design or packaging, 
product placement, product promoting or pricing. 

2.2.1 Innovation vs Invention 
An innovation differs from an invention in that it provides economic value to the firm. Invention 
is often seen as derived from combining technological components in a novel manner and the 
technical knowledge how these components are linked together (Makri, Hitt and Lane, 2010). 

2.2.2 Incremental vs Radical Innovation 
Each type of innovation is more or less novel to the innovator and the world and often 
characterized as radical or incremental innovation. 

Radical innovation is something that creates a new or a major change to an existing market 
(McDermott and O’Connor, 2002). An incremental innovation concerns something already 
existing, whose performance has been significantly enhanced or upgraded. 

Project teams engaging in radical innovation meet a totally different set of challenges than those 
typically met by teams engaged in incremental innovation (McDermott, O’Connor, 2002). 
According to the study, sponsors and champions often play an important role for the success for 
radical innovation. Also, informal networks within the company that gained both market and 
technical input to the radical project was observed as an important factor for success. The article 
identifies difficulties when the project was transitioned from R&D to the business unit and 
observes that the same kind of processes used for incremental innovation projects cannot be used 
for radical projects and that many incremental practices seem dysfunctional in the radical project 
setting.  

Colombo et al (2017) discuss that established firms usually design their internal organization to 
ensure efficiency in daily operations and incremental improvements. In comparison new entrants 
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tend to invest relatively more in radical innovation to break through entry barriers and they succeed 
more frequently, but they have also more difficulties in finding the finance and human resources 
to do so. The article concludes that until today the controversy of whether new entrants or 
established firms are primarily responsible for radical innovation is inconclusive. They learn that 
the key challenge in organizing for radical innovation is about designing the organization, so it 
favors the creation and combination of new knowledge. 

2.2.3 Innovation Management 
Innovation management is a combination of the management of innovation processes and change 
management. It includes a set of tools that allows managers and employees to cooperate and to 
respond to internal or external opportunities (Wikipedia 2019).  

Trott (2005) has a similar description saying Innovation Management is about how to manage the 
process of innovation and make the different functions within the company to cooperate. 
Innovation Management is also about making the internal functions in the company to 
communicate effectively with the external environment and helps the organization grasp an 
opportunity and use it to create new innovations. The interaction between all these functions and 
the flow of knowledge between them needs to be facilitated. The company’s’ organizational 
knowledgebase and the architecture of the organization defines how companies manage their 
innovative efforts.  

2.3 Innovation Governance 
Today’s innovations are mostly associated with teams of people or companies, not specific persons. 
Innovation governance is a how a firm or a business unit organizes its innovative work across all 
types of innovative efforts. Innovation governance orchestrate the different sources of innovation 
and combines Innovation Management with Governance. As innovations come in many forms 
(Kline and Rosenberg, 1986), the implication is that innovation governance is not straightforward. 

Innovation governance is an emerging research field suggested by Deschamps & Nelson (2014) 
that combines the areas of governance and innovation management. With governance we often 
mean the way rules, norms and actions are structured, sustained, regulated and held accountable 
(Wikipedia 2019)  

Deschamps & Nelson (2014) suggest an Innovation Governance model consisting of four 
components, essential to govern all types of innovation within a company. The model has four 
building blocks: Building Innovation and strategy, Discovering opportunities, Steering execution 
and Developing capabilities.  Unlike Innovation Management, where the focus is to make the 
innovation process work between the involved functions (internal and external) with a lot of focus 
on the process, Innovation Governance take the whole company into account, including also the 
company vision and building up the capabilities in the company. 
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Figure 1: Innovation Governance components according to Deschamps & Nelson (2014) 

We will now look deeper into each of these components and see what the literature can tell us 
about its importance when it comes to govern innovation.  

2.3.1 Vision 
Vision and strategy sets the boundary for the company to which employees and management 
should relate. An official vision is often written by top management and then communicated to the 
employees in the company. Deschamps and Nelson (2014) argue that vision and strategy of a 
company can be viewed as the starting point for innovation. To be able to select the right 
opportunities and then steering the implementation of these opportunities, management and 
employees should be well informed about the company’s vision and strategy within the frame of 
innovation. Communicating a vision in a clear way to the organization is not always in easy task. 
An official vision and the employees’ understanding of the same often differ (Kopaneva and Sias, 
2015). Considering 23 organizations mainly from IT/software and higher education, they found 
that employees understanding of mission and vision in these companies substantially differed from 
the official statements. This means the vision will not be able to unite company members around 
one common goal as intended resulting in employees putting their daily efforts into actions not 
intended by management.  

Deschamps and Nelson (2014) also discuss the benefits with aligning the business vision with the 
company innovation vision. They mean that this is vital to ensure that innovation efforts support 
the strategy. The business vision often tries to clarify “Who do we want to be”, “What do we want 
to offer” and “Which segments and customers do we want to serve”. When management aligns 
these answers with the innovation vision components: “Why”, “Where” and “How much”, this 
will give the organization an understanding of the purpose of innovation and make it possible to 
answer questions like “what strategic challenges we have where innovation might help?” In a study 
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made by Jantz (2017) on 50 libraries he concludes that libraries with a powerful vision statement 
typically scored high also on innovation performance.  

2.3.2 Opportunities 
Most innovation and especially the successful ones result from a conscious and determined 
research among innovation opportunities. The opportunities exist within different areas of 
innovation. Drucker (2002) argues that there are seven sources that triggers the need or creates an 
opportunity for innovation. Four of them are internal within a company or industry and 3 are 
external sources:  

All seven has to be analyzed and taken into account when searching for new innovation. Drucker 
(2002) argues that the three external sources are the ones where a majority of innovation 
opportunities can be found.  

 Demographic changes such as age distribution, education, occupations and geographic 
location are among the most rewarding sources of innovation.  

 Changes in perception has to do with the fact if people see a new technology as a risk 
or asset, a perception that can change very fast when new technology emerge.  

 The opportunities that arise from new knowledge is often the most well known and 
what people usually mean when they talk of innovation. These kinds of innovation can 
have a long lead time before entering the market and become successful.     

The internal opportunities according to Drucker (2002) is: 

 Unexpected occurrences (failures or successes) 
 Incongruities (assumptions vs reality) 
 Process needs (reuse old innovation to solve new problems) 
 Industry and market changes (new opportunities rarely fit the way industry has worked 

and they adapt slowly, which opens up windows for new players) 

Many companies are failing to find or select new opportunities. E.g. product managers often only 
focus on their product portfolio, unable or unwilling to look outside their assignment. R&D often 
becomes locked-in to incremental improvements of the existing technology. A managerial 
challenge is to find where and how to search. A too narrow or a too broad search will both be a 
risk that could lead to either missing opportunities or no actions taken at all. Kopaneva and Sias 
(2015) argue that a well-known vision and strategy is the basis from where to search for new 
opportunities. A clear vision and strategy in the company, enables the organization to prioritize 
between different innovation opportunities e.g. improved product vs lower productions costs 
(Deshamps & Nelson, 2014).  

2.3.3 Steering 
Steering execution deals with how to innovate more effectively, with whom to do it and who should 
be the owner of the innovation efforts (Deshamps & Nelson, 2014). Hansen and Birkinshaw (2007) 
argue that the capacity to innovate is only as good as the weakest link in the internal innovation 
value chain stemming from Idea generation via conversion to diffusion. They stress the importance 
that the company must identify their weakest point in this process and put their effort to strengthen 
this part instead of keep doing more of what they are already are doing well. Managers need to 
monitor each link in the chain constantly since a new weakness may appear once the old weakness 
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has been strengthened. Steering innovation determines the firm’s priorities concerning where, how 
much and in what domain to invest in innovation (Deshamps & Nelson, 2014).  

McDermott and O’Connor (2002) highlight the differences between steering of incremental vs 
radical innovation projects. In their study they find that incremental vs radical has a different set 
of challenges. The radical projects rely to a higher degree on project members’ informal networks 
to help in the development process and move the project forward. These projects are also often 
dependent on sponsors within the company to get continued investment, since the scope of the 
project often “falls between the cracks” of the existing business portfolio. The competencies 
involved in radical projects often have a broader experience compared to incremental project where 
deeper skills are more common. Finally, they state that large established firms often assume that 
they can handle radical projects in the same way as they have managed their incremental projects, 
but often a different set of rules or steering is required. 

Ettlie, Bridges and O’Keefe (1984) state that centralization of decision making appears to be 
necessary for radical process adoption and that a greater support from top managers in the 
innovation process is necessary to initiate and sustain radical departure for the organization. 
Colombo et al (2017) mean that established firms usually design their internal organization to 
ensure efficiency in daily operations and incremental improvements. It is instead the new entrants 
that tend to invest more in radical innovation to entry barriers on the market and the also succeed 
more frequently. 

2.3.4 Capabilities 
The ability to develop or acquire the right capabilities in the company will determine whether the 
company vision will succeed. Capabilities can be seen as “hard skills” like technical competences 
as well as “soft skills” such as team management, customer sensing and idea and concept validation 
(Deshamps & Nelson, 2014). 

In a special issue editorial regarding organization for radical innovation by Colombo et al (2017) 
they found that an effective organization for radical innovation should ensure the proper 
integration and coordination of relevant knowledge possessed by different individuals within the 
company. The hard capabilities like competence can be enforced in combination with the soft 
capabilities as team management and flexible processes. Designing an organization that favors 
recombination of knowledge will promote radical innovation.  

Another capability important for radical innovation is informal networks (McDermott & 
O’Connor, 2002) They state that the existence of informal networks in the company plays a large 
role in the development of radical projects. They could also observe the importance of having 
generalists and business development experts within the firm, tied to the radical innovation project. 

2.4 Exploration and Exploitation 
The terms exploration and exploitation have been key concepts in organizational behavior research 
since the publication of March (1991). Exploration refers to develop new knowledge as well as 
innovation and exploitation refers to refining knowledge (Levinthal and March 1993). In the 
literature you can read about the importance to balance between these two to get the best 
performance. The combination of exploration and exploitation is called ambidexterity (March, 
1991) Different researchers have tried to understand the best way to achieve such a balance. Others 
claim that balance does not have to be achieved, the company performance would be more efficient 
focusing either on exploration or exploitation (March 1991). 
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In the article of Stettner and Lavie (2013) studies 190 US software firms. They conclude that using 
different operation modes when doing exploration and exploitation is preferred. An operation 
mode can be e.g. the internal organization, acquisitions or alliances. Instead of trying to find a 
balance for both exploration and exploitation within one mode, the writers states it should be 
balanced across nodes. Their findings state that the traditional form of balance, using both 
exploration and exploitation within one mode is disadvantageous. In particular a company does 
not benefit from trying both exploration and exploitation in the internal organization. Performance 
suffers when new ideas, products and knowledge are introduced (exploration) in the same time as 
maintaining and improving current products with established knowledge (exploitation).  They 
suggest that a company who uses different modes for ambidexterity and explores new technologies 
and knowledge using the modes acquisitions or alliances and exploit using the mode internally (e.g. 
continuous improving existing products) can improve their performance. In particular software 
firms that explore via externally oriented modes while exploiting via internally oriented modes can 
enhance performance more than vice versa. 
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3 Method 

3.1 Step by step approach 
This thesis covers the area of governance of innovation by focusing on how the innovative and 
entrepreneurial behavior of firms have changed prior and subsequent to acquisition. The research 
process is described in this chapter and visualized in Figure 2 below.  

 

Figure 2: Research Process in a step by step approach 

The first step in the thesis work was to decide upon a problem description that could guide me in 
my work and at the same time include all aspects of my topic. The chosen description can be found 
in chap 1.2 Problem description. 

The next step was to look for the right concepts and theories already known within the scope of 
my research and to study the literature in the area. After the first round of literature study, the case 
studies were prepared. The decision was to go for a qualitive approach for the interviews with semi-
structured interviews. 

The preparation of the questions was done by studying the Innovation Governance (IG) concept 
and writing questions that covered the whole IG cycle. 

In parallel with doing the case study interviews, the literature research continued as well as 
discussions between the author and supervisor to get an inside-outside perspective of the work. 
These discussions turned out to be a good tool to analyze the data collected in the interviews and 
separate the author’s own subjective interpretation based on personal experience to get a more 
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objective interpretations of the data collected. At this point the author also started to map the 
findings against the literature frame, comparing the answers in the interview with the four main 
areas in the innovation governance literature, finding the patterns or similarities in the governance 
structures between the companies pre and post the acquisitions. 

When the analysis was done a presentation with HMS Management was given to present the result 
of the case studies and also to give the company the recommendations connected to innovation 
and acquisitions found in the end of this report, see chap. 7.3.1. 

A paper was then written together with the supervisor of this thesis and presented at the research 
conference ACERE 2018. The participation in the conference brought feedback on the research 
and new input on how to broaden the literature framework and get new perspectives on the subject. 

With the learnings from the research conference, a new round of literature research started with 
the goal to dig deeper in new areas in literature, connected to the original research area. The analysis 
and the discussion part of the thesis was then deepened.  

3.2 Interview questions 
The interview questions were chosen to cover the scope of Innovation Governance. Focus was to 
have questions that could be reused both to describe the situation before as well as after the 
acquisition and that could be reused in all case studies, even though the settings were unique for 
each case. 

3.3 Case study research 
Case studies is one of the most common research methods when it comes to business research. 
According to Bryman & Bell (2011) a case can be a number of things, such as: 

 A single organization 
 A single location 
 A person 
 A single event 

Multiple case studies have been used for comparing the innovation governance pre and post 
acquisitions by HMS. Each case is a single organization that has been acquired by the company. 
When comparing the different cases, learnings can be made how the acquisitions has affected the 
innovation work in general and what learnings to make for the future for HMS. The learnings from 
the case studies can also be useful to understand if this way to study innovation governance from 
the acquired company point of view, could be recommended also for future studies. 

3.4 Qualitative research 
There are some main differences or contrasts between quantitative and qualitative research 
(Bryman & Bell, 2011). 

 Numbers vs words 
 Points of view of researcher vs Points of view of participants 
 Researcher is distant vs Researcher is close 

The qualitative research general focuses more on words than numbers, it puts the participants point 
of view in focus and the researcher is closer to the people being investigated. 



 

 
12 

 

3.5 Qualitative interview 
Qualitative interviewing is often less structured than in quantitative research, there is much greater 
interest in the interviewee’s point of view and interviewers can depart from the guide being used, 
ask new questions and follow up on the replies. This is not possible in a quantitative research. To 
summarize; a qualitative interview tends to be more flexible. 

There are two major types of interviews: the unstructured interview and the semi-structured. When 
doing a multiple case study where you want to compare the result and ensure a cross case 
comparability, a semi-structured approach is recommended (Bryman & Bell. 2011). In the semi-
structured interview, the researcher has an interview guide, a prepared list of questions that should 
be covered. Aside from the guide there is also room for asking other questions e.g. when the 
interviewer would like to follow up on something the interviewee have replied. 

Due to the scope of my research working with case studies, the qualitative approach using 
interviews was a good fit for this thesis. I have used the semi-structured approach when preparing 
and implementing the interviews to be able to combine flexibility with structure in the interview 
setting. The interview guide can be found in Appendix A. 

3.6 Interview setting 
When asking a manager to compare a situation or setting how it was before compared with how it 
is today, the subject and answers can be sensitive. To gain as much trust as possible in the interview 
setting, I choose not to record the interviews, but instead to take notes and afterwards write a 
summary and send the text to the interviewee with the possibility to add comments.   

3.7 Interviewee selection 
The following criteria were used when selecting the interviewees: 

There should be two representatives from each acquired company and each selected should either 
be: 

1. Founder in acquired company and HMS employee at the time of the study or 
2. Key resource with focus on business and innovation in the acquired company and HMS 

employee at the time of the study. 

Since some of the founders has chosen to leave HMS after the acquisitions it was not possible to 
interview 2 founders for each case, the interview selection ended up in 6 founders (all cases where 
represented) and 2 Key resources from 2 of the cases. I also interviewed the current CEO and 
CTO at HMS to get their view of the innovation governance steering in the acquired companies. 
In total I conducted 10 interviews, each 60-90 minutes. 

3.8 Data collection and analysis 
Data was collected by means of interviews of the founders and key resources in the acquired 
companies and top management at HMS. In total 10 interviews were performed. Notes taken from 
the interviews where sent back to the respondents for review who got the opportunity to reflect 
on their answers. The interviewers were also given the opportunity to send written comments back 
to the interviewer. 

Data was also collected from participative observation and follow up discussions with senior 
managers. 
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3.9 Validity and reliability 
Each interview was divided into two sections; pre acquisition (the interviewee had to go back in 
time to remember how the organization did work) and post-acquisition (the interviewee could talk 
about the present situation) 

There a two main challenges with this approach. The first is that we have to trust the memories of 
the interviewees. The time passed between the date of the acquisitions and present time also differs 
in each case study, this means the memories of the interviewee were in some cases several years 
old while in some cases less than a year. The second problem is that the acquired companies have 
been integrated for different amounts of time in HMS, which also could affect their post acquisition 
view. 

The interviewer (the same as the thesis author) has been an employee in HMS the last 7 years and 
thereby also acting as an observer, working close with two of the selected case studies, post-
acquisition. When analyzing the interviews, the strong intention was to stay objective, but a red flag 
still should be raised if that is fully possible for an observer.  
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4 Case descriptions 

4.1 HMS 
HMS stands for Hardware meets Software and was founded in 1988 based on a thesis project at 
the University of Halmstad, Sweden. The initial idea was to develop technology for measuring 
paper thickness. The early business was expanded to consultant services and hardware 
manufacturing. This led HMS into industrial communication and the innovation of the Anybus 
gateway, the core product for the HMS company still today. Today HMS has more than 550 
employees in more than 14 countries and is word leading player in the field of industrial 
communication and IIOT. Headquarter is in Halmstad, Sweden (HMS 2018). 

HMS continuously strives to keep the 20/20 long term goal, which means 20% growth in revenue 
and 20% in organic growth. An important part to reach the organic growth target is acquisitions. 
This means HMS is continuously looking for new opportunities when it comes to acquiring smaller 
technology companies (HMS Networks Annual Report 2017). This strategy relates well to the 
theories presented by Zhao (2009) explained in chap. 2.1. 

The revenue goal of 20% is well embedded in the growth history of HMS, see Figure 3. What we 
also can see in this figure is that the acquisitions made since 2010 has not impacted the company 
in a negative way, but from the numbers we can see that the company has continued to show 
revenue growth according to the 20% revenue goal. 

 

 

Figure 3: A history of growth. HMS turnover in MSEK from 1988 to 2016 
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Four acquisitions have been made between 1988 and 2017. 

 Intellicom 2010, Sweden 
 IXXAT 2013, Germany 
 EWON 2016, Belgium 
 Intesis 2016, Spain 

In 2010 HMS had about 200 employees worldwide and 150 of these were employed in Halmstad 
In 2017 there are about 550 employees worldwide, including 200 in Halmstad. (HMS Networks 
Annual Report 2017) (HMS Networks Annual Report 2010) this means the organic growth to a 
larger part happened outside Sweden and is directly related to the 4 acquisitions.  

4.1.1 HMS organization 
At the time of the research and interviews for this thesis, HMS was organized according to the 
chart below. 3 Independent Product Business units (BU) marked in blue, delivering products to 
the Sales Organization. Business Unit IXXAT was created from the acquistion of IXXAT. BU 
EWON was created from the acquisition of Intellicom and EWON. The acquisition of Intesis is 
not merged into the organization at the point of the research. The sales of all products from all 
BUs is done by the Sales and Market units, divided into 4 regional markets (in red). 

 

Figure 4: HMS Organization 2017 

4.1.2 Vision and Mission 
Business vision: In a world where all devices are intelligent and networked, HMS is the leader in 
making industrial devices and systems communicate – for a more productive and sustainable world. 

Business Mission: We drive innovation in collaboration with partners and customers  
creating leading technologies, products and solutions bringing value to real-world challenges. 

4.1.3 HMS and Innovation 
The responsibility for Innovation work within HMS lies on the CTO. Apart from HMS mission 
statement HMS has no official written innovation strategy but strives to be known as an innovative 
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company among its customers. According to the CTO this is also well achieved. HMS is constantly 
putting out new products on the market with new and improved features. The main part of these 
products is incremental improvements of earlier product versions. HMS management understands 
that to continue to grow and continue to be a profitable company also in the future, there also has 
to be new products, radical or combinovative,  released to the market when in the future big cash 
cows will decrease in sales. 

Combinovation is not a common word to be found in Innovation literature but is something HMS 
is speaking about internally. With combinovation the company means to combine existing products 
and technology knowledge to create something new to the market. (Interview HMS CTO, 2017)  

4.2 Case Studies 

4.2.1 Intellicom 
Intellicom was founded in 1996 by 4 founders. They all met in Halmstad University Sweden, 
participating in the University Innovation Group. They started the company without any specific 
product idea, driven to invent new products using the latest technology.  

In 1997 HMS acquired 51% of Intellicom. When HMS received customer request that did not fit 
their standard offer, Intellicom could often do the job, but they also continued to do business as 
an independent company. In 1997 two years after the founding, Intellicom had several big 
customers like Ericsson, Hitachi and Rockwell.  

The founders all had engineering background, In the company they focused on different aspects 
of the business - A, B and C focused on R&D strategies and D focused on sales, marketing and 
financial parts. The founders took equal share of responsibility for all major decisions. 

In 2000 the company started to grow, and they hired their first 5 employees. In 2010 HMS acquired 
100% of Intellicom. The company then had about 20 employees.  Founder A, left the company 
before the acquisition, founder B and C left HMS in 2013, founder D is still 2018, working at HMS. 

Intellicom’s main product was the remote management solution “Netbiter Argos”. Post acquisition 
the solutions continued to be sold and developed unde the brand Netbiter Argos. In 2016 after the 
EWON acquisition it was migrated to the new EWON business unit and rebranded. 

Why acquired 

There was a long history of cooperation between HMS and Intellicom before the acquisition. 
Intellicom had a very high level of technology knowledge. HMS could contribute with sales 
knowledge and marketing channels and Intellicom with new market segments and product for 
HMS. 

4.2.2 IXXAT 
IXXAT was founded in 1996. The company was converted from a German academic institute 
STZP, whose mission was to develop new technology and to transfer technology between the 
University and other companies. The manager of this institute became the owner and Managing 
Director of the new company named IXXAT. A former employee of the institute was recruited as 
additional Managing Director focusing on R&D while the owner focused on sales, marketing and 
the financial side. Both had an engineering background. The academic legacy contributed to the 
driving force of the company - to develop new technology.  
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By the end of 2008 the company was sold to an investment company, BWK. The additional 
Managing Director continued in the firm taking on responsibility for the whole company, but the 
former owner resigned from any active tasks and continued to be active in the advisory board.  

In 2013 the company was acquired by HMS. The company then had about 80 employees. The 
former owner then left the company completely. 

IXXAT’s main product line was CAN interfaces and topology components and these are still today 
the main products, now developed in the IXXAT business unit and sold under the HMS brand 
“IXXAT”. 

Why acquired 

Engineering competence and technical skills were very high in the company. The product portfolio 
fit well into HMS portfolio. HMS could contribute with world-wide sales channels and the 
knowledge how to increase sales. 

4.2.3 EWON 
EWON was founded in 1993. The two founder’s A and B knew each other from University in 
Belgium. They started the company after finishing their engineering studies and a year of research 
work. The company started without any specific product idea. They were customer driven and their 
driving force was to invent new products and use the latest technology. 

In 1993 they won 3 projects within 3 different businesses and the company then started to hire 
employees. In 1998 EWON did a joint venture with a midsize company LEM SA (Geneva) to sell 
their quality monitoring product used within electricity industry. In 2000 the development of the 
EWON product started. 

Founder A was focused on the financial and sales &marketing part and founder B on the R&D 
vision. They managed the company together and split responsibility 50/50 for all major decisions. 

In 2016 the company was acquired by HMS. The company then had about 40 employees in Europe, 
12 in USA and 1 in Japan. 

EWON main products was Cosy and Flexy Talk2M that today is sold as part for the HMS brand 
“EWON” and developed in the business unit EWON. The Talk2M offer is a Remote Access and 
Remote Data solution for Industrial use. 

Why acquired 

EWON had a well-positioned product on the Remote Acces/Data market. The company was 
about to take the next step building an international organization for the future. HMS contributed 
with increased number of sales channels and could benefit from new market segments. 

4.2.4 Intesis 
Intesis was founded in 2000 by one owner. In 2004 the company started to grow and while 
continued to be responsible for the R&D vision, the founder recruited a managing partner to 
handle Sales, Marketing and Production. The founder and managing partner knew each other from 
University and from 2004 they also managed the company together equally sharing responsibility 
50/50 for all major decisions.  
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In 2016 the company was acquired by HMS. The company then had about 30 employees. HMS 
decided not to merge the company but instead let business continue as usual. The founder 
continued as external consultant. Managing partner is still 2017 working at HMS as General 
Manager for Intesis. 

Intesis has in 2017 not been integrated into HMS and is from a customer point of view very much 
the same company as before the acquisition. 

The Intesis main product was the IntesisBox, a gateway solution for home and building 
automation. This solution is after the acquisition still sold as an Intesis product. 

Why acquired 

Intesis had an interesting platform used within the Building Automation Market with a product 
portfolio that complemented well with HMS products. HMS got access to a new vertical market. 
The HMS acquisition was at the time of the interview an ownership without full integration of the 
company.  
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5 Findings 

5.1 Pre Acquisition 

5.1.1 Intellicom 
Intellicom was managed by 4 founders. The company strategy was to invent new products using 
the latest technology with the mission to bring value to the customer. Development of customized 
products was an important part of the strategy and also financed development of the company 
standard product Netbiter Argos.  

Together the 4 founders had the financial and market knowledge as well as the technology 
competence and understanding. To market their products, they used sites and forums for niche 
markets on Internet, and this strategy also became a way of meeting new customers and sense the 
new and upcoming trends in the market. An example of this was the development of the cloud 
service Argos that was implemented to meet a customer need to “gather all gateway information 
in one place”, this was done before the phrase “cloud solution” was on the market. 

Priorities among projects were done by the 4 founders together, using 4 main areas:  

 Customer price sensitivity 
 Competition on the market 
 Importance to customer 
 Within scope of standard development 

Before acquisition the company was small, see chap 4.2.1 and no specific process was used for 
R&D or other activities.  

The overall mindset was to create value to the customer and solve customer problems. The 
hierarchy in the company was flat, all employees were invited to take part of daily discussions on 
what and how to develop. 

5.1.2 EWON 
The first mission from EWON early days was” Managing your technical data”, this later changed 
to: “Machine can talk”. The company was managed by the two founders together. 

EWON idea and driving force was to become best and grow. The company strategy was to be 
different from others in order to succeed, the differentiation factor was important. They chose to 
implement industrial solutions using Scada under Windows which at this point was a new way to 
use current technology in the market.  The company saw the potential of the solution but had to 
educate the customers of the possibility to use the solution on the factory floor.  

The innovation ideas often came from the 2 founders. There was no formal process of how to find 
the right new opportunities, but the founders had lunch meetings 3-4 times every week sharing 
information regarding the market need and the technology best suited to find solutions. In 
interviews the founders claim that these meetings were very important for the company 
evolvement.  

The mindset was to become successful with the EWON standard product and to use the creativity 
and knowledge within the company. The company strategy was to focus on the standard product 
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and “Product Leadership”. This meant the company did not prioritize custom projects. The focus 
was on: 

 indirect sales using distributors 
 an open product (not just for one niche market) and  
 strong marketing.  

Management did a high-level planning about 2 times a year in cooperations with Sales and 
Marketing. Detailed decision during the year were then taken by the 2 founders. No other formal 
processes for R&D or Sales were used. 

The marketing budget was equal to the R&D budget. This is unusual but was seen as necessary by 
the company to spread the educational material produced. 

The follow up was done only on sales figures, no other KPI was used. 

5.1.3 IXXAT 
IXXAT was managed by the founder together with the General Manager. Together they had both 
the marketing and financial skills as well as the technology knowledge. 

The company had no formal mission but the heritage from the academic world was strong. 
Innovation was customer driven and development of new products was often driven by curiosity 
and in an unstructured way– “Interesting technology let’s play with that”. When management had 
an idea they often just started to do it, many times with the help of students. A lot of innovation 
ideas also came from the development teams.  

Management worked close to customers and this gave them a lot of input. There were no defined 
innovation process. The former owner of IXXAT and the General Manager formed the 
management team and made the necessary prioritizations in the daily work. 

The priorities between projects could change rapidly when an interesting customer opportunity 
appeared, and the standard product development was then put aside.  There was not always a clear 
priority between the projects. Working with inventions differed from working with regular product 
development, where there was a defined ISO certified process and defined specifications. 

The sales force was fairly small, IXXAT participated in fairs and used articles in technology 
magazines to market their product. 

There was no defined process how to go to market for new innovations or no formal process to 
follow within R&D for these types of projects. The innovation part and trying out new things was 
a natural part of daily work  

 

5.1.4 Intesis 
Intesis was managed by the founder together with the General Manager. Together they had both 
the marketing and financial skills as well as the technology knowledge. Together they took equal 
responsibility for the decisions made in the company. 

New opportunities were found in collaboration with customers. The two managers were in charge 
of the necessary prioritizations both longterm and on a daily basis. Predicted sales was the most 
important factor when prioritizing projects. The mindset of the company was to find opportunities 
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mainly by listening to customers, reuse technologies and frameworks to be able to quickly put 
something new on the market 

A good example is one of the standard products developed within Intesis called “Intesis Home”, 
the concept idea came from a customer and the two managers took the decision to prioritize the 
project and put other ongoing projects on hold. The project was done in close cooperation with 
the customer, who was responsible both for marketing and commercialization. 

The company was in general very much oriented developing new products and making innovations 
(industrial products new to the market). There were no official vision or mission but instead an 
internal company policy described the purpose with the business with a focus on innovation. No 
formal R&D or marketing processes were followed, the 2 managers decided for each product how 
to go to market. 

5.2 Post acquisitions 

5.2.1 Intellicom 
The post acquisition of Intellicom is divided in two phases. In the first phase the development and 
marketing of the standard product continued under the brand Netbiter Argos, the mission of 
bringing value to the customer and solving the customer problem was still a strong driver for 
making business within the brand. 

In this phase there was a Task Force team, managing the product. The team included Product 
Marketing and Sales working close together. One of the founders was part of Task Force and the 
others worked mainly within the R&D Organization. Focus was on finding new customers and 
sales channels. 

Priorities regarding marketing and Sales were in the beginning done in the Task Force but not 
always synchronized with R&D. R&D priorities was done by the other two founders. After a 
couple of years, these decisions were moved to a Product Council team, a smaller group of 
managers representing both Marketing, Sales and R&D. 

When the acquisition of EWON took place, the Netbiter brand was integrated under the EWON 
brand. In the second phase R&D was moved under the new EWON business unit and marketed 
as an EWON product. Sales was merged into HMS existing sales channel and organized in regions 
(Market Units) 

The Product Manager of the solutions today prioritizes and plans the roadmap together with R&D 
Manager. R&D, Marketing and Sales all work according to a formalized process. 

HMS has no KPIs to try to measure innovation work for this product. The Product Manager is 
responsible to scan the market and get input from stakeholders and to continue developing the 
standard product. Other Team Managers have no formal mission working with innovation. 

5.2.2 EWON 
After acquisition EWON became a brand within HMS and formed its own Business Unit within 
the new company. The former HMS brand Netbiter became a product line under the EWON 
brand. How to develop the capabilities within the new BU has been a prioritized question, since 
the different product lines has worked with different strategies in the past (“product leadership”, 
vs “customer intimacy”) 
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EWON business unit has official removed “Machine can talk” as its mission and uses the HMS 
mission “Connecting devices” instead. 

EWON gathers all employees within the BU two times every year, to discuss the future roadmap. 
All employees then have the chance to come with ideas and input on different proposals. The final 
decisions have then been taken by the founders. 

The two founders are one year after the acquisition leaving the company and a new innovation 
process not yet in place at the time of the interviews. The innovation governance responsibilities 
are about to shift from the 2 founders to a more general management team. The new business unit 
is trying to find its place within HMS and the initial focus is on marketing the existing products 
and not on new innovation. Different product strategies in the past should be one strategy in the 
future. 

5.2.3 IXXAT 
Post acquisition IXXAT became a brand within HMS and R&D and Product Marketing were 
organized as a business unit (BU). Sales was merged into HMS existing sales channel and organized 
in regions (Market Units) 

The founder left the company and the General Manager stayed, but with some changed duties. 
Priorities and resources is decided by IXXAT Management group also referred to as Product 
Council (General Manager, R&D manager and Product Managers). IXXAT does not differentiate 
between how they work with incremental or radical innovation, the processes are the same. 

The management in IXXAT BU today would like to work more with Innovation than they 
currently do. 

IXXAT is working a lot with small product improvements that also could be incremental 
innovations. Most of these improvements are customer driven. Focus is also on “combinovation”, 
using what they already have to create something new. There is no central innovation plan 
accessible for HMS in general. IXXAT BU encourage employees to look into new opportunities 
and they have started to write their own innovation plan. 

The new IXXAT business unit go to market when they have a ready product to sell, this is 
according to HMS guidelines.  The Market Units who are responsible for sales and marketing 
expect a ready product, since they have a focus to sell released products.  

This means there is no process within HMS and the IXXAT brand for marketing a product not 
yet released. Management have learned from the past where IXXAT often started marketing things 
before we were ready, and this was too early. 

Work is ongoing to introduce a separate innovation process at IXXAT. To get more innovative 
ideas from employees, IXXAT has started to work with “My own project”. Everyone in the BU 
can hand in ideas that will get evaluated by the Management team. Today there is 1 innovation 
KPI: the total number of ideas handed in from employees in this project. This KPI is presented in 
public (intranet and common room).  

To spread knowledge and encouragement, IXXAT is trying to highlight new products and do a 
small celebration when having new product releases. Today most improvements are customer 
driven and there is no real process in place, it is more of “try outs”.  
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5.2.4 Intesis 
Post acquisition the founder decided to leave his employment but continue as a consultant to HMS 
and Intesis. A management team was established bringing in the Intesis managers from both Sales, 
Marketing and Business Development. 

Making sure the company has the right competence and resources as well as ready priorities is all 
done in the management team. The team is also in charge of the company strategy and how to 
implement it. When decision to start a project has been made the R&D and Sales take over the 
responsibility. Sales forecast and customer commitment is still important factor when prioritizing.  

The company focuses to be more innovative and is inviting their R&D employees to take part in 
innovation days to bring in new ideas of improvements and innovation. The innovation days have 
a specific theme and clear frame and is managed by the Business Manager. Even though the 
company is focusing on enhancing and stimulating their innovation work, they express no 
frustration for not being innovative enough. 

5.3 Pre vs post acquisition 
Before acquisition founders were driving most part of the innovation work in the companies, 
working closely to customers and their markets, see quotes Table 1 below. 

 

Table 1: Quotes pre acquisition interviews. 

The founders and managers all had a combination of the marketing, financial and technical 
competence needed to run the company. They worked in tight cooperation with each other and 
had the possibility to prioritize the projects and resources in a very flexible way. The 2 layer 
organization, see Figure 5, made the companies agile and adaptive to change.  



 

 
24 

 

 

Figure 5: Simplified picture of the general 2-layer organization found within all companies before acquisition, 

When they started their companies, the founders did not always have a clear vision of the specific 
product they were going to develop but they all had a clear vision on the goal they wanted to 
achieve. During the way products lines were sold or killed and new projects were started in their 
place. 

It was also the founders being responsible finding new opportunities for the company. In some 
cases, in collaboration with customers and in some cases by observing a possible future customer 
need. It was also the founder that decided what projects the companies should prioritize and not, 
see Figure 6. 

 

Figure 6 The figure shows who was in control of the 4 corner stones of Innovation Governance pre Acquisition.  
Orange = Vision, Yellow= Opportunities, Grey = Capabilities, Blue= Steering 

 

Post acquisition a majority expressed a feeling that they were not as innovative today as they were 
before and they were not so close to customers anymore. New innovative ideas were getting more 
rare. Worth mentioning is that this was the subjective feeling of the interviews and not based on 
studies of facts. An exception from this “feeling” was the Intesis company, at the time of interview 
not fully integrated within HMS.  
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All business units expressed a desire to be more innovative and were in general frustrated that this 
was not the case, even though it was unclear what kind of innovation they were looking for, see 
comments Table 2.  

To get more ideas for innovation, some of the business units are now looking for answers 
internally, turning to their own engineers for input for new opportunities, see quotes Table 2 below. 

 
Table 2: Quotes from post acquisition interviews.  

 

Several of the founders chose to leave their companies at the same time or within 2 years after the 
acquisition. The organization in the companies changed when migrating to HMS and the 2-layer 
organizations were replaced by separated Business and Market Units that separated R&D 
Marketing from Sales, see Figure 4 

For the three integrated companies each product line was given a Product Manager, taking over a 
lot of the responsibilities from the former founders when it comes to setting up the roadmap for 
the product development and having an eye on the market and meeting customers. Other decisions 
as prioritize resources, taking decision regarding larger developing projects and marketing 
campaigns and also setting up and understanding the mission of the brand was now the 
responsibility of a business unit management team and HMS Corporate Management group. 

Post acquisition it was not so clear who was in charge of finding new opportunities. This differed 
between the acquired companies in their new Business Units and no common answer was defined, 
see Figure 7. 
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Figure 7: The figure shows who was in control of the 4 corner stones of Innovation Governance post Acquisition.  
Orange = Vision, Yellow= Opportunities, Grey = Capabilities, Blue= Steering 
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6 Analysis and Discussion 

6.1 Vision 
In the case studies we can see that there has been a change in ownership of the vision pre and post 
acquisition. We can also see that the interviewees talk about different kinds of visions. Going from 
the small independent company with one formal or informal vision playing for the whole company 
to a larger organization with vision and missions in different levels that all has to be aligned. From 
literature, see chap 2.3.1 we know about the importance of a clearly communicated vision to the 
organization to empower Innovation. One can argue that this is a much easier task in a small 
organization than in a larger and more complex setup. The questions: Who do we want to be?”, 
“What do we want to offer?” and “Which segments and customers do we want to serve?” were 
pre acquisition answered by the founders and manager of the company.  

Post acquisitions these questions are in the hands of each Product Manager within each Business 
Unit and now the answers also have to be aligned with the overall HMS mission and vision to make 
a clear communication to all employees. The amount of cooperation between the Product 
Managers within each Business Units differed and was to a large extent not formalized. 

In the case studies we can see that the companies are going from a 1 -layered vision, see Figure 8  

  

Figure 8: One vision used by the small company before acquisition. 

to an organization using visions in 2-3 layers, see Figure 9. Pre acquisition these were all the same 
but post acquisitions things are a bit more complex. 
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Figure 9: Company vision decomposed in the organization, post acquisition. 

6.2 Opportunities 
A general input from all interviewees is that they feel a bigger distance to customer post acquisition. 
When you look at the HMS organization, see 4.1.1 and as mentioned in chap 5.3 the former 
companies have under HMS migrated to independent Business Units while beeing separated from 
the Sales organization. This will evidently also create a larger distance between the business units 
and its customers. Another factor is the founders of the companies that in several cases has left 
the organization just before or after the transition to HMS. The ones that are left find themselves 
in another organization and also with other duties than before. Innovation is in many ways 
dependent on understanding the needs of your customer. Several definitions of innovation claim 
that if the product or invention doesn’t sell, then it is not an innovation. This implicates that the 
longer distance you add between the person being responsible to do Innovation and the customer 
and its market, the harder it will be to innovate. Finding new innovation opportunities will in that 
sense also be equal to being close to your customer and to not be to broad or narrow in your 
search. As said in chap 2.3.2 the Product Manager can often be to narrow only searching within 
the frame of  the existing product. Pre acquisitions the founders owned the vision and held both 
the marketing and technology competence. Post acquisitions the vision is to a large extent owned 
by each product manager and the search for opportunities will then be limited to the frames of the 
existing product vision.   

In the study we can also see that as an action to the innovation frustration, some of the business 
units are turning to their R&D employees to find new opportunities, by starting up small innovation 
projects where employees within R&D can work developing their own ideas. An implication of 
this strategy would be that HMS would strengthen its incremental innovation (small and 
continuous improvements) but with no effect on the radical innovation. 

6.3 Steering 
The steering and priorities were pre acquisition managed by the founders and top managers in the 
companies. The companies were fairly small, 20-80 employees and this made it possible for the 
founders to see the big picture and steer according to their vision. In HMS new organization it is 
to a large extent the Product Manager in combination with Management teams that is responsible 
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for steering and prioritization. Different Product Managers might have different visions and see 
different priorities even though the products are not so different from a customer point of view. 

In chap 2.3.3 we can read that large established firms often assume that they can handle radical 
projects the same way they have managed their incremental projects, but often a different set of 
rules or steering is required. From the interview findings, chap 5.3 we can read that post acquisition 
the companies to a large extent don’t have any specific process for how to work with radical 
innovations. The process used for daily work for small improvements is also used for trying out 
more radical ideas. This finding is in line with literature and implicates that the business units have 
processes supporting incremental innovation and not radical. 

From an innovation point of view this implicates that the product focused steering in HMS 
strengthen the incremental innovation of the company and diminishes the radical type of steering 
that could be seen before the acquisitions. This would also be in line with other literature suggesting 
that post acquisition outcomes are driven by the choice of the governance model and that greater 
control is important for exploration (Phene et al, 2010) 

6.4 Capabilities 
One can argue that there hasn’t been any big change in the capabilities in the companies post 
acquisition, but one important difference is the way the founders speak about the perception of 
innovation. Many of them mention that innovation was just something you did and that it was part 
of daily work. They said it was fun to discover new technology and they often tried out new things 
in cooperation with customers. Since all of these companies were small technology companies, 
working their way on the market, that mindset is easy to understand. The innovation approach was 
very much engineering driven. The interesting thing is that none of the interviewees is stating the 
same or similar feeling post acquisition. Several of them mentions the lack of innovation goal and 
strategy, the feeling that innovation does not happen even though the marketing climate is 
favorable and there is a general frustration not being innovative enough.  

The frustration seems to come from the subjective comparison of pre and post acquisitions and 
not from the comparison between the current status and the innovation goal. It is obvious from 
the interviews that the innovation goal post acquisition is much unclear.  

6.5 Acquisitions and Innovation 
In literature we can see many examples of acquisitions being a positive factor to make innovation 
happen. We learn that a less innovative company will probably gain in innovation by acquiring a 
new company, provided that this company also has the right technical and science knowledge base, 
see chap 2.1. 

In HMS acquisitions seem to have been favorable for the company from a finance point of view 
where the yearly revenue has continued to increase with 15-20% before and after the acquisitions, 
see chap 4.1. We can also see that the main idea behind the acquisitions were financial, where HMS 
could see an opportunity to increase sale with the acquired companies’ existing products. HMS 
could also see the potential in the acquired technologies as a complement to HMS existing product 
portfolio. Even so, innovation did not seem to be a main reason for any of the acquisitions, see 
chap 4.2. This could be an explanation to the experienced unclear goals when it comes to 
innovation for the companies, post acquisitions, see chap 5.3. 
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6.6 Exploration and Exploitation 
We can see that HMS has used the acquired companies for exploitation (refining existing 
knowledge) more than exploration (creating new knowledge and products). The acquired 
companies have added knowledge and value to HMS R&D and added their product range to HMS 
sales organization. The knowledge possessed by the targets has in many cases been to some extent 
new but not entirely new, being a good target for acquisitions according to chap 2.1. We have 
learned from literature that doing both exploration and exploitation within the same mode can be 
difficult, and choosing one strategy for the operation mode acquisition can be wise. But we can 
also see that exploitation also has been chosen as a strategy for the internal organization, leaving 
the exploration strategy not used to a greater extent within the company. 

6.7 Summary 
Prior to acquisition, all three NTBFs were characterized by a curiosity-driven and customer-
problem oriented work, which was poorly supported by formal structures and processes. While 
not explicitly mentioned by the respondents, much of the attention of the founders was to grow 
their startups into “real” firms and continue to grow. Underlying this was a rather Schumpeterian 
approach to innovative behavior, characterized by experiments across the product, technology, 
process, market and organizational dimensions.  

 

Table 3: Overview main changes in all case studies in Innovation Governance pre and post acquisition.  

Post-acquisition the innovative behavior changed. In particular, the entrepreneurially oriented work 
of creating a viable “firm” from their startups disappeared in the sense that there was not any 
attempt to diversify their business models, despite the fact that acquired firms/new business units 
were only loosely coupled to the managerial team of HMS. For all the NTBFs the innovative 
behavior shifted to incremental product innovations only, which was driven by a product manager 
or a product management team.  

The main finding is that the founders disappeared from the companies or changed the way they 
worked when entering HMS, in particular, the former entrepreneurs lost contact with customers. 



 

 
31 

 

Instead, other staff meets customers but only for routine interaction. The innovation governance 
of the acquired companies changed from a founder-oriented vision and opportunity recognition 
across technologies and markets towards execution to a product-oriented logic, where the vision 
was clearly oriented towards niche market leadership by incrementally innovate products.  

 

Figure 10: From founder oriented vision to a product oriented logic post acquisition. 

The problems of lack of non-incremental innovation are clear to HMS. However, their attempts 
to counter them only seem to be a distraction from the old founder-oriented model. For example, 
to counter the loss of entrepreneurial orientation and innovative behavior, innovation-oriented 
campaigns are launched to ensure all staff will play a role for innovation and entrepreneurship. This 
works well for incremental innovation but not for radical or business creation. None of the 
acquired firms initially became successful by such a model, rather they were controlled by the 
founders from the start until they were acquired.  
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7 Conclusion 

7.1 Implications 
This thesis explains changes in the innovative behavior of acquired technology-based small firms 
from an innovation governance perspective. 

When merging into HMS we can see that the smaller organizations changed from being flat pre 
acquisition, where the founders had the technology, market and finance overview to a more 
hierarchal organization post acquisition, where barriers were formed between marketing/sales and 
R&D. 

The “acquisitional” reduction of radical innovative and entrepreneurial behavior is explained by a 
shift in vision from firm creation by founders (owners) pre acquisition to a product-oriented vision 
driven by product managers post acquisition 

When the innovation governance steering is moved from the owners and top managers to the 
Product Managers, finding new opportunities outside the product scope of the Product Managers 
is getting more complex. We can also see that the entrepreneurial view found among the former 
owners often get lost post acquisition and consequently also the ability doing radical innovation. 

7.2 Limitations 
The scope of this research is limited to 4 acquisitions made by one acquiring company and is based 
on qualitative data and internal observations. Based on the limited number of case studies this 
thesis cannot identify to what extent the conclusions made here also can be valid for other 
acquisitions, but based on the similar answers from the 4 case studies it is likely that a company 
with a similar size and organization would also receive similar results. 

The author is an employee of HMS and even though measures has been taken not to bring in 
subjective interpretations in the analysis of the interviews, the author’s own knowledge of the 
company as an internal observer cannot be ignored. 

7.3 Recommendations 

7.3.1 Business 
Overall the study shows that the company is working well with incremental innovation but have 
to strengthen its work with radical innovation, if this is part of future strategies and goals. 

The study has shown that the interviewees were frustrated not being innovative enough. It seems 
that the lack of a clear vision and innovation goals within the company, has created a frustration 
and a feeling of not being innovative enough, even though there has been no KPI or other ways 
to measure the innovation progress. 

Innovation Strategy 

A recommendation for future work in the company would be to define an innovation strategy and 
to create a vision statement for the innovation work moving forward and communicate this vision 
to management as well as all employees. Communicating the difference between incremental and 
radical innovation and making clear what the company would like to focus on and the expectations 
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on the business units, can make a difference decreasing the innovation frustration found in the 
company.  

Cross functional radical innovation team 

Another recommendation to strengthen the radical innovation in the company would be to start 
up an independent group with both market and technology competence, working with new 
technologies and ideas to radical innovation. To be able to move radical innovation ideas from 
prototypes to products, ready for the market, new processes has to established in the company.   

Strengthen governance of new opportunities 

In the study we have also seen that Product Managers have an important role in the new 
organization post acquisitions, especially when it comes to creating the vision of their products. 
From theory we have also seen that there is a risk that Product Managers are too focused on their 
own products and miss opportunities outside their own “box” of responsibility. In the study we 
could see that post acquisition it was unclear who governed findings of new opportunities.  

A recommendation to clarify the governance of finding new opportunities would be to establish a 
closer cooperation between Product Managers in the company and give the Product Manager 
group the responsibility to govern the finding of new opportunities both within as well as next to 
their own box of responsibility. Another way of strengthening the governance of finding new 
opportunities would be to have a specific resource or cross functional group appointed to this task. 

Analyse how to engage former owners 

In the study we could see that several of the former owners left the company post acquisition. 
Before another acquisition is done an internal analysis should be done in the company how to best 
use the former owners’ knowledge and entrepreneurship post acquisition. The goal should be to 
keep and engage them in the company and profit from their innovation skills (when the former 
owner competence profile and vision meets the company goals and visions) 

7.3.2 Further research 
This thesis suggests that the focus on innovative behavior of  acquired entrepreneurial firms from 
an innovation governance perspective is a useful new way of  analyzing technology-based 
acquisitions. Further research in the area of  innovation governance and acquisitions is 
recommended to understand more of  the effect an acquisition might have on the four corner 
stones in innovations governance and thereby on the whole steering of  innovation in the company. 
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Appendix 1  

Interview questions 

General 

Can you tell me a bit about yourself? 

 Role within the company 
 Education 
 Number of years employed in the acquired company? 
 What year was your company acquired by HMS? 

 

Vision 
 What is the mission and vision of your company/business unit? 
 Does it include innovation? 
 Do employees care about it? 

 
Opportunity 
 How do your company/business unit find new opportunities? 
 Do you have different strategies how to work with incremental innovation and 

disruptive innovation? 
 Is there a defined process how to discover and act on new ideas regarding 

product or process invention? 
 

Capabilities 
 How do your company/business unit establish resources and make priorities for 

invention projects? 
 Do you have a specific process for developing invention projects? If yes: 

 How many are involved?  
 Types of people  

 How many ongoing invention projects and their stage?  
 Do managers start up innovative activities? 
 Do employees spontaneously engage in innovative activities? 
 Do you show appreciation/that you are proud of the company innovations? If 

yes: How? 
 Do you try to inspire your crew to be innovative? If yes: How? 
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 Do you spread knowledge about the company innovations internally or 
externally? If yes: How? 
 

Steering 
 Describe the process how to go to market for new possible innovations. 
 Who and which roles has overall responsibility? 
 Do you monitor or evaluate your innovation results? If yes How? 
 Are there any KPIs for measuring innovation? 
 Do you send any status report to the board or CEO with focus on innovation? 
 How is responsibility divided in innovations, who is doing what? 

R&D/Marketing/Sales 
 Who or which role has the overall responsibility regarding product innovation? 
 Who or which role has the overall responsibility regarding process innovation? 
 Please describe your innovation processes from new idé to sale success, use a 

specific example if possible 
 

Other 

 Have I forgotten any question I should have asked to learn more about 
innovation an acquisition at HMS? 
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