


 

1. How distributed product development of Western 
firms should be executed in co-operation with 
Russia based high technology firms? 
a. What are the critical success factors and 

pitfalls of distributed product development? 
b. What are the special characteristics of Russia 

based organisations and how innovation work 
can be carried out in Russian macro 
environment? 

II. JOINT PRODUCT DEVELOPMENT 

A. Innovation process 

Product development is a part of innovation process, the 
implementation of which has been studied extensively by 
the research community [8], [9]. It starts with a product 
idea and ends at product launch. According to for example 
Herstatt at al. [10] and Koen et al. [11], product 
development is preceded by the FEI-stage, where an idea is 
created, project outlines and objectives are specified, and 
required resources are charted. In product development 
stage the abstract idea is concretised to a product [e.g. 8].  

The implementation of innovation process is challenging 
due to the requirements set by organisation’s business 
environment. This is emphasised in high technology 
markets where complex product development projects 
require a large knowledge base and product life-cycles are 
traditionally shorter. Shortening life-cycles cause also 
increase in the importance of timing (or the cost of delay) 
in product launches. Variations in new product 
development process performance have lead to many 
studies where successful routines for product development 
implementation are searcher [12], [13]. These studies have 
shown that risk and uncertainty will always be significant 
factors in innovation process, with proper management 
techniques the variance in new product success can be 
significantly reduced [12]. 

Tidd et al. [14] argue that being innovative has become 
one of the most important factors when building strategic 
capabilities. Traditionally organisation’s internal structure 
has set the surroundings for innovation [15]. Organisation’s 
capability to innovate is determined by the way in which 
knowledge is developed, documented, shared, managed, 
and applied in the organisation. By forming external 
linkages organisations can extend their innovation 
environment to produce better products with increased 
product development process agility. Such approach is in 
line with dynamic capabilities proposed by Teece et al. [16] 
where they argued that organisations need to be able to 
evolve their capabilities to match market developments. 
Due to the path dependency of innovation [e.g. 14], rapid 
changes in competitiveness are virtually impossible, forcing 
organisations to seek competence from outside. This, in 
addition to shortening product cycles and ever tightening 
competition, is likely to increase the use of joint product 
development. 

The overall challenges in innovation process, and more 
specifically product development, have caused 

organisations to search for alternative methods for product 
development implementation. Extending the process over 
organisational borders offers interesting opportunities. We 
have divided the motives for co-operation to three main 
approaches: financial, functional, and strategic (Figure 1). 
 

 
Figure 1. Motives for co-operation in product development 
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Financial approach emphasises the economic efficiency 

in the innovation process, which is influenced by e.g. lower 
development costs, fasten project execution, and shared 
risk. The basis for this approach is in the research done on 
the relationship between the costs of acquiring technology 
against the transaction costs of beginning an alliance [e.g. 
17]. Ettlie and Pavlou [4] conducted an empirical testing to 
statistically test the effects of joint development on success 
rate of product development. They found that in the case of 
high technology products, both the product success rate and 
product commercialisation were higher than in internal 
product development. This suggests that in the case of high 
technology product development, the success rate of 
projects can be increased, thus increasing the manageability 
of the process leading to decrease in risk.  

The functional approach is based strongly on the 
increased importance of knowledge in the innovation 
process and increasing complexity of new products. 
Through co-operation, organisation seeks to utilise larger 
resource pools that enable it to develop products that could 
not be done otherwise. 

The strategic approach considers the long time 
implications of co-operation and it can be seen to somewhat 
overlap with the two approaches presented earlier. With a 
strategic approach, a technology under consideration is not 
seen merely as an opportunity to gain access to external 
resources, but a way to increase organisation’s future 
capabilities either through learning or by acquisitions 
depending on the importance of the technology. In the case 
of international alliances, the motive can be the access to 
region specific market knowledge [e.g. 18] Co-operation 
can be used as a stepping stone to extend operations to new 
geographical regions or new business areas. Co-operation 
with a selected external partner can be used to provide 
crucial knowledge of a market or business specific 
characteristic that is needed for a successful market entry.  

The emphasis between these motives is highly case 



 

essential for a successful joint development relationship. 
The absence of fast wins is likely to cause loose of 
motivation, leading to straying from original plans and 
eventually to an unsuccessful project [21]. 

Organising the actual joint development is a challenging 
task. Deck and Storm [21] approach the problem with 
managerial view. They argue that organisations that 
succeed in joint development use managerial system that 
consists of three levels: 1) strategy level where partners and 
co-operation methods are evaluated, 2) execution level 
where operational managerial routines and measurement 
systems are created, and 3) infrastructure level where the 
needed systems are created to support inter-firm working. 
Malek [22] also suggested that successful organisations 
utilise similar framework for management. This framework 
is used to present success factors for joint product 
development found in the literature (Table 1). 

 
TABLE 1 

SUCCESS FACTORS FOR JOINT PRODUCT DEVELOPMENT [21], [22] 
Level Success factor 
Strategic Assign an active excecutive sponsor for each relationship 

Support from senior management  
Define conflict resolution process  
Maintain mutual respect and willingness to learn  

Execution Define deliverables clearly  
Continuous measurement for performance  
Establish periodic fact-based relationship progress review 
process 

Infrastructure Establish direct communication linkages between teams 
for both externally and internally 
Provide real-time information flow system between 
organisations  

 
Malek [22] suggests that organisations participating in 

joint development must change their routines to suite inter-
firm co-operation and try to adjust organisational culture 
accordingly. Deck and Storm [21] found contradict 
evidence from their case study as they discovered that 
normal routines (e.g. weekly status meetings) are adequate 
for successful product development. Their case study 
suggested also that problems in operational work during 
joint development are inevitable, as they are in internally 
done development, but with well managed process and with 
the support of senior management the encountered 
problems can be overcome more easily [22]. 

The geographical distance can cause problems for 
international joint product development. De Propis has 
found linkage between geographical distance and co-
operative innovation [5]. Organisations located near to each 
other are more likely to start co-operation in product 
development. This poses a challenge for a geographically 
more scattered joint development. Such challenges must be 
acknowledged when planning and implementing an 
international joint product development project. 

 

III.  POTENTIAL FOR PRODUCT DEVELOPMENT CO-
OPERATION WITH RUSSIA 

A. Overview of Russian innovation environment 

As a country, Russia has a lot of potential for product 
development co-operation. The legacy of the Cold War 
leaves Russia in the paradoxical situation of a generally 
poor country with a disproportionately well-endowed 
technology potential [23]. Large investments in innovative 
activities were a distinctive feature of the socialist period 
and Soviet Union had excellent achievements in several 
fields of science [24]. Likewise, the Soviet educational 
system was largely devoted to natural and technical 
sciences [25]. Advanced fields include optical and 
mathematical processing, aviation, space, atomic energy, 
biology, pharmacy, and nanotechnology; to mention some 
of promising technologies that could benefit Western firms 
in their search for new product ideas [26]. However, the 
funding of science and technology suffered a substantial 
downturn as the innovation system collapsed along with the 
socialism. After significant decline in the overall 
investments in R&D in the 1990s [27], the expenses have 
started to increase again and the share of enterprises 
reporting innovative activity is growing [28]. Despite 
Russian innovation system showing signs of recovery in the 
recent years, there is still imbalance in the innovation 
environment, especially in the relations between the main 
actors: R&D institutions, universities and enterprises.  

It is necessary to understand the structure of Soviet R&D 
system to better grasp the current state of research activities 
in Russia. The allocation of tasks between universities, 
research centres and industry used to be well defined 
during the Soviet times. Universities were responsible for 
education. Research and product development were mostly 
conducted in large research institutes in a highly centralised 
manner. The state provided the main share of financing. 
The focus was often on applied research for military 
purposes or basic research. In both cases, little interest was 
paid to market. Fundamental research and applied 
development were commonly conducted in isolation from 
each other [28]. Branch R&D centres had tight connections 
with the corresponding industries. Usually, it was one or 
two large factories that supported research in an institute. 
Change of the regime scattered the pieces of the puzzle and 
forced the players to regroup in order to find new sources 
of financing.  

Nowadays, the division between education and research 
is much less clear. For example, in Saint-Petersburg, 
several technical universities have recently established 
different supportive institutes and innovation centres in 
order to improve self-financing and support their ambitions 
for quick productisation of research efforts [29]. 
Universities and research institutes have started to 
comprehend the importance of commercialisation of their 
activities. The focus is shifting to applied research as it is 
more attractive in financial terms. The share of state 
financing is small, and it is supplemented, in varying 
proportions, by funding from municipal organisations, 




