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Abstract

Objective of the study: This study aims to analyze the relationship between open innovation and
organizational strategy. Additionally, the mediating effect of corporate risk management on it was
assessed.

Methodology/approach: A quantitative study was conducted in Portugal based on a survey with 251
executive directors of SME hotels. Structural equations modeling was used in this study.
Originality/relevance: While other studies have analyzed the relationship between open innovation and
organizational strategy, this study deepens the knowledge of the mediating effect of corporate risk
management on it.

Main results: The results show that (1) open innovation improves corporate risk management and
organizational strategy, (2) corporate risk influences organizational strategy, and (3) corporate risk
management has a mediating effect on the relationship between open innovation and organizational
strategy.

Theoretical/methodological contributions: This study provides a theoretical framework for
understanding the relationships between three constructs (open innovation, corporate risk management
and organizational strategy) in SMEs in the hospitality sector, not yet explored by academics.
Social/management contributions: This study will guide managers of SMEs in the hospitality sector
in defining strategies to develop the relevant resources and contribute to the definition of effective
government policies, programs and incentives to support the adherence or expansion of the open
innovation model for companies in this sector.

Keywords: Open innovation. Organizational strategy. Corporate risk management. Hospitality sector.
Structural equation modeling.
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Objetivo do estudo: O objetivo fundamental deste estudo é analisar a relacdo entre inovagdo aberta e
estratégia organizacional. Além disso, tem como objetivo adicional estudar o efeito mediador da gestdo
de risco corporativo na referida relagdo.

Metodologia/abordagem: Um estudo quantitativo baseado em uma pesquisa com 251 diretores
executivos de hotéis de PMEs foi realizado em Portugal.

Originalidade/relevancia: Enquanto outros estudos analisaram a relacdo entre inovagéo aberta e
estratégia organizacional, o presente aprofunda o estudo da mesma através através do efeito mediador
da gestdo do risco corporativo.

Principais resultados: Os resultados mostram que (1) a inovacdo aberta melhora a gestdo de risco
corporativo e a estratégia organizacional, (2) o risco corporativo influencia a estratégia organizacional
e (3) a gestdo de risco corporativo tem um efeito mediador na relacdo entre a inovacao aberta e a
estratégia organizacional.

Contribuicdes tedricas/metodoldgicas: Este estudo fornece uma estrutura tedrica para compreender as
relagdes entre trés construtos (inovagéo aberta, gestdo de risco corporativo e estratégia organizacional)
em PMEs no setor da hospitalidade, ainda ndo exploradas por académicos.

Contribuicdes sociais/gerenciais: Este estudo orientara os gestores das PMEs do setor da hospitalidade
na definicdo de estratégias para desenvolver os recursos relevantes e contribuird para a definicdo de
politicas governamentais eficazes, programas e incentivos para apoiar a adesao ou expansao do modelo
de inovagdo aberta das empresas neste setor.

Palavras-chave: Inovacdo aberta. Estratégia organizacional. Gestéo de riscos corporativos. Setor da
hospitalidade. Modelo de equag0es estruturais.

Resumen

Obijetivo del estudio: El principal objetivo de este estudio es analizar la relacion entre innovacion
abierta y estrategia organizacional. Ademas, se estudia el efecto mediador de la gestion de riesgo
corporativo en esta relacion.

Metodologia/enfoque: En Portugal se llevd a cabo un estudio cuantitativo basado en una encuesta a
251 directores ejecutivos de hoteles en PYMEs.

Originalidad/relevancia: Mientras que otros estudios analizaron la relacion entre innovacién abierta y
estrategia organizacional, este profundiza su estudio a través del efecto mediador de la gestion de riesgos
corporativos.

Principales resultados: Los resultados muestran que (1) la innovacién abierta mejora la gestién del
riesgo corporativo y la estrategia organizacional, (2) el riesgo corporativo influye en la estrategia
organizacional y (3) la gestion del riesgo corporativo tiene un efecto mediador entre la innovacion
abierta y la estrategia organizacional.

Aportes tedricos/metodoldgicos: Este estudio proporciona un marco teérico para comprender las
relaciones entre tres constructos (innovacion abierta, gestion de riesgos corporativos y estrategia
organizacional) en las PYMEs del sector de la hospitalidad, ain no explorado por académicos.
Contribuciones sociales/gerenciales: Este estudio guiara a los gestores de las PYMEs del sector de la
hospitalidad en la definicién de estrategias para desarrollar los recursos relevantes y contribuira a la
definicion de politicas, programas e incentivos gubernamentales efectivos para apoyar la adhesion o
expansion del modelo de innovacion abierta de las empresas de este sector.

Palabras clave: Innovacién abierta. Estrategia organizacional. Gestion de riesgo corporativo. Sector de
la hospitalidad. Modelo de ecuaciones estructurales.

1 Introduction

Some authors (e.g., Almirall & Casadesus-Masanell, 2010; Leiponen & Helfat, 2010; Huizingh,

2011) support the existence of scarce studies published in the scientific literature on the benefits of the

(oc) IENTRERE
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implementation of the open innovation model in organizations, especially in small and medium

enterprises (SMEs). The impact of this model on organizations is one of the major topics discussed in

management at the beginning of this century (Huizingh, 2011). Two orders of magnitude justify it. First,

value chain leverage enhances the firm’s results to pursue strategic business objectives aligned through

managerial innovation (West et al., 2014). Second, the intentional use of knowledge input and output

flows accelerates internal innovation and expands markets to retain external knowledge (Chesbrough &
Crowther, 2006).

For the European Commission (2003), companies that employ fewer than 250 people, have an

annual turnover not exceeding 50 million euros and/or have a balance sheet total value not exceeding

43 million euros are considered SMEs. These companies are the predominant form of business in

Europe, representing approximately 99.8% of all firms and 67% of total employment in the business

fabric (Baumann-Pauly et al., 2013).

Large firms see stakeholder engagement increase their reputation and competitiveness with a

more strategic and social approach towards SMEs (Cantele & Zardini, 2020; Kumar et al., 2020). SMEs’

organizational growth should be measured in terms of sales and internal culture development, policies,

and structure to support and encourage effective top management development (Gray & Mabey, 2005).

On the other hand, large companies differ from SMEs in the way they view their social responsibility.

This difference affects their social responsibility activities (Dias et al., 2019). When comparing the

approaches of SMEs with large firms, Russo and Tencati (2009) observed that although SMEs did not

correctly integrate their strategic processes, they identify the commitment to a social approach given the

specific peculiarities that differentiate these approaches. These scholars also maintain that the sense of

identity in SMEs tends to be stronger than in large firms, given the frequency of interactions of middle

managers with top managers and operational employees. In addition, SMEs are, by definition, less

diversified than large companies with fewer hierarchical levels (Baumann-Pauly et al., 2013).

Although there is a growing interest of researchers in exploring the open innovation, the

conceptual applications and potential of the use of this model in the hospitality sector are rarely explored,

because SMEs often have a dominant impact on national economies; therefore, their innovative potential

should not be neglected (Vrgovicet al., 2012). The change in the innovation model (closed innovation

to open innovation) emphasizes the managers’ experience and it requires a more qualified workforce,

especially on interpersonal skills, leading firms in this sector to adjust their strategies for attracting,

retaining, and developing knowledge to offer a revised vision to customers (Reilly, 2018). For this

strategic reorientation, open innovation can be considered an important management mechanism for

SMEs in terms of knowledge (internal and external) and technology, since it is the best way to connect

organizational boundaries that lead to better results on management performance (Krause & Schultte,

2015). These arguments would already be enough to justify the preparation and application of this study.
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Milutinovi¢, Stosi¢ and Mihi¢ (2015) state that SMEs innovation policy objectives still suffer

substantial restrictions due to the lack of innovation in the marketing of the products/services they offer.

The number of studies discussing this issue regarding SMEs is still scarce (Chesbrough & Brunswicker,
2014; Dahlander & Gann, 2010; Wikhamn & Wikhamn, 2013; Greco et al., 2015). Portugal is no
exception, in 2018 the country had 1,294,037 SMEs (Pordata, 2021a,b), which corresponds to 99.9% of

total companies.

Based on open innovation, this research was carried out with companies in the hospitality sector

in Portugal. It is intended, thus, to generate theoretical and practical contributions to the field of study

to find more effective solutions to the problems of SMEs in this sector within the innovation

management, meeting the current needs (internal and external). Furthermore, it is expected that the

theoretical contribution of this study may add mediating variables in the relationship between open

innovation and organizational strategy, such as corporate risk management.

2 Theoretical framework

2.1 Open Innovation

Chesbrough (2003) perceived that the managerial innovation model was closed about new ideas

and their diffusion in the market, arguing that the immobility of knowledge makes it impossible to keep

the best research and development (R&D) talents given that these have a high cost for the organization.

Firms need to look outside in search of alternative contents (ideas and conceptions) to generate

innovation, share costs and benefits, and allow these transformations to be quickly exchanged in fast-

changing environments and capitalized by firms (Lopes & De Carvalho, 2018). Thus, open innovation

becomes part of a continuous flow, which can be the internal or external environment and vice versa, in

a collaborative process (Chesbrough, 2003). The main areas with simultaneous emphasis are (1) e-

business and the use of information technology for companies, (2) the strategy focused on value creation

and competitive advantage, (3) innovation and technology management, and (4) the creation and

acquisition of value by companies, based on the organization of their internal processes and external

relationships with customers and suppliers (Zott et al., 2011).

The concept of open innovation has rapidly gained great prominence among the business

community and as a theoretical concept intensively studied by researchers (Podmetina et al., 2018). The

open innovation model highlights the need for firms to acquire valuable resources from third parties and

share internal resources to develop new products and services (Teplov et al., 2019). However, this model

does not clarify how and when a firm obtains external knowledge and shares internal knowledge (Kuo-

Nan & Tidd, 2012). This issue leads to the definition of an innovative management conceptual model

that confronts managers with the complex analysis and interpretation of the specificities of each firm

and market, with specific management models (Kuo-Nan & Tidd, 2012).
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According to Kreiser et al. (2021), theoretical and empirical evidence suggest that corporate
entrepreneurship, as an organizational strategy, is the appropriate response to the increasing levels of
environmental hostility through the expansion of knowledge frontiers, with reflections on the firm’s
performance. Innovation as an organizational strategy improves results, growth, learning, and new
knowledge (Bierwerth et al., 2015; Cucculelli & Bettinelli, 2015). In addition, the knowledge produced
and disseminated through the incidence of organizational strategy, has policy implications for the
company, given the likelihood that this knowledge becomes a competitive advantage in organizations
(Audretsch & Lehmann, 2006).

2.2 Organizational strategy

Firms need to create heterogeneity that increases the ability to exploit resources and implement
innovation strategies (Erdil & Ozdemir, 2016). The implications and consequences of implementing
organizational strategies increasingly focus on the human factor, the management of new knowledge
and best practices to expand business (Ostos et al., 2016). Therefore, there seems to be a reasonable
degree of consensus on the effectiveness of the strategy concept and its implications as a guide for long-
term organizational management (Wijethilake et al., 2018).

In dealing with the challenges of the organizational environment, firms should strengthen their
R&D capabilities and promote innovative work cultures and teams (Huo et al., 2014). Thus, service
firms should embrace technological innovation as an aid to the renewal of their core business model and
internal processes; since this innovation may include new marketing approaches, new management
practices (structural or technical) and new ways of organizing work processes, establishing alternative
forms of human resource management that foster internal and external relationships (Kase & Skerlavaj,
2016). Technological advances based on flexible information and communication technologies have
changed the performance of existing firms and generated many new ventures with new businesses and
new business models, where new technologies dissemination is granted (Roland & Schoormans, 2004).

The organizational strategy concentrates the resources to achieve the desired results; the
strategic orientation is manifested in the firm’s culture and serves as a backdrop for the organizational
practices and decisions associated with the allocation of resources and the search for opportunities
(Balodi, 2014). According to some scholars (e.g., Van de Vrande et al., 2009; Huizingh, 2011), some
activities favor the firm to acquire new knowledge and technologies outside its boundaries. This
situation enables an intentional knowledge flow that will capture and benefit from external sources of
knowledge to improve current development. The acquired knowledge to learn from the successes and
failures of organizational projects is vital to increase the firm’s competitiveness as a management
mechanism of innovative strategies (Slowak & Regenfelder, 2017).

This context leads us to postulate the following research hypothesis:
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H1: Open innovation positively influences organizational strategy.

2.3 Corporate risk management

Risk is an essential component for project management and plays a key role as the number of

firms that invest with inherent risks at different stages of projects increases (Bature et al., 2018). These

authors identified risk as a manager’s assignment, with a value and scale of priorities, continuously

integrating actions and mechanisms to minimize risks. It is essential to ensure the survival of companies

and create sustainable value, being especially relevant for SMEs that are more exposed to the harmful

effects of risks due to limited resources and structural characteristics (Verbano & Venturini, 2013).

Risks may be related to the ownership and responsibility of third parties, a situation that leads

risk managers to adapt, deploy, and reconfigure tools and to analyze the practices used so that they can

interact and communicate with other managers (Acufia-Carvajal et al., 2019). In addition, risk

assessment tools are imperfect and sometimes unavailable to managers who usually address this gap by

applying a variant of the organizational planning framework (Bradley, 2018).

Innovation usually differentiates according to the degree of technological uncertainty,

development time, and process complexity, creating new opportunities for SMEs and allowing them to

establish a dominant position in the market, despite exposing them to a higher level of risk (Parida et

al., 2012). Corporate risk management is simultaneously associated with known outcomes. The

probability of recurrences is well calculated, and uncertainty about unknown variables makes corporate

risk management different from uncertainty management (Teece et al., 2016). Garcia-Sanchez et al.

(2018) highlight the scarcity of literature associating corporate risk with management in SMEs,

therefore, related corporate risk management with the open innovation model.

Open innovation has become one of the tools that have evolved the most in the search for

accelerating the development and reducing the cost of creating a new product/service, aiming at the

firm’s superior performance (Temel & Venhaverbeke, 2020). Thus, the open innovation process forces

suppliers to be more creative and innovative because the knowledge providers induce strategic partners
to develop high value-added products (Chesbrough & Crowther 2006; Laursen & Salter 2006). This

framework requires strategies to increase firms, universities, and research centres (Chesbrough &

Bogers, 2014; Bogers et al., 2017). This approach involves a joint learning and mutual sharing of skills

to accelerate the internal innovation process; the goal is to improve competitiveness in developing new

technologies for external innovation (Brunswicker & Vanhaverbeke, 2015; Temel & Venhaverbeke,

2020).

Adopting the open innovation model allows companies to integrate external technological and

market knowledge at different stages of new venture creation to leverage the experience with partners

and their commercialization channels for external exploitation of the business (Drechsler & Natter,
2012; Fey & Birkinshaw, 2005).
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Eftekhari and Bogers (2015) found that startups operating within an innovation ecosystem,
involving stakeholders in the definition of the business model, are characterized by an environment in
which there is the ability to overcome resource constraints and enhance rapid growth. Therefore, it
facilitates the initial development of resources and social and organizational capital. Mitchell et al.
(2007) state that new ventures establish intra-organizational connections through electronic technologies
that impact the performance of SMEs.

The literature thus suggests that a firm’s ability to identify and control its risks depends mainly
on how well it can adapt to environmental changes, accept changes and better execute its operations
which are linked to its ability to capitalize on opportunities (Odor, 2019). Therefore, corporate risk
assessment is considered one of top managers’ most widely used strategies (Agarwal & Ansel, 2016).
The limit of living with risk is to establish controlled risks to achieve effective and proactive governance
(IRDA, 2017).

Thus, we aim to test the following research hypotheses empirically:

H2: Open innovation has a positive effect on corporate risk management.
H3: Corporate risk management has a positive effect on organizational strategy;
H4: Corporate risk management has a mediating effect on the relationship between open

innovation and organizational strategy.

3 Methodology
3.1 Sample and data collection

The sample for this empirical study was drawn from Portuguese hotels. A questionnaire was
used as the primary data source from October 28, 2018 to April 27, 2019. The identification of the
companies was done through the database of the Association of Hotels, Restaurants and Similar Services
of Portugal (AHRESP), which presents 1,727 hotels, of which 717 were disregarded for not having
active email. Thus, in this study, we used non-probabilistic convenience sampling.

The elements under investigation in this study were hotel executive directors, and the unit of
analysis is individual. 348 responses were received, of which 97 were eliminated because (1) the survey
was not fully covered, (2) the hotel had no employee assigned for this purpose, and/or (3) the manager
did not have time to respond to the survey. Thus, 251 completed and validated questionnaires were
obtained, and the sample size is considered appropriate according to Krejcie and Morgan (1970). The
response rate is 24.85% which is regarded as good given that the average response rates of top
management surveys are in the range of 15%-20% (Menon & Bharadwaj, 1999). According to Hair et
al. (2016), the sample size is considered adequate for data analysis using the structural equations model,

with partial least squares (PLS-SEM), because it allows the analysis even with a relatively small sample.
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3.2 Measures

The constructs of this study are measured with scales used in previous research. The two

dimensions of open innovation, input and output, are assessed using 6 items from Sisodiya et al. (2013)

and 5 items from Cheng and Huizingh (2014) respectively. Corporate risk management is analyzed

according to the 3 items recommended by Covin and Slevin (1989). The three dimensions of

organizational strategy, environmental dynamism, organizational structure and strategic posture, are

measured using the 21 items proposed by Morgan et al. (2000). According to a 7-point Likert scale, all

items are measured from “1 - Strongly Disagree” to “7 - Strongly Agree”.

We followed Brislin’s (1970) recommendations when translating the questionnaire from

English into Portuguese. The original questionnaire was initially translated into Portuguese by a first

translator. Later on, such translation was back-translated into English to compare versions to avoid

discrepancies and differences. This process was ensured by the translation services of the Instituto

Superior de Contabilidade e Administracdo do Porto (Portugal).

4 Results

4.1 Structural equation model: partial least squares (PLS-SEM)

We used Partial Least Squares (PLS-SEM) modeling to test the research hypotheses, using

SmartPLS 3.0 software (Hair et al., 2016; Sarstedtet al., 2014). We believe that PLS-SEM is more

suitable to estimate the research model since (1) this study focuses on predicting and explaining the

variation of several constructs (in this case three), and (2) the relationship between open innovationand

organizational strategy can be measured directly and indirectly through corporate risk management, and

(3) the sample (n=251) is relatively small.

4.2 Results of the evaluation of the measurement model

Through Cronbach’s alpha stability and internal consistency, the reliability of the variables used

in the research is calculated, with a minimum required level of 0.7 (Nunnally, 1978; Chin, 2010). The

present study’s internal consistency levels achieved between 0.891 and 0.970 are considered excellent,

as shown in Table 1 (Pestana & Gageiro, 2008). The results show that the measurement model meets all

general requirements. First, all items have a loading greater than 0.707, which means that the reliability

of the individual indicators (loadings) is greater than 0.5. Second, the reliability values of all components

and Cronbach’s alpha values are greater than 0.70, which suggests a quite acceptable model reliability.

Third, the average variance extracted (AVE) values of all constructs are greater than 0.50, indicating

adequate convergent validity and implying that the set of indicators represents the same underlying
construct (Hair et al., 2016).
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The composite validity coefficient (CR) was also used to test the construct validity (Chin, 1998).
As can be seen in Table 1, using the parameters of Gefen and Straub (2005) who advocate a minimum
level of 0.6, the variables exponentially exceed the reference value. This study used the method proposed
by Fornell and Lacker (1981), which suggests using the AVE with a minimum value of 0.5 to prove

convergent validity. All constructs exceeded the required value.

Table 1

Loadings of the standardized factor analysis, AVE and CR

ctsr:s(:::ﬂgtrs Items |Loadings| CR | AVE | Mean| SD
Open Innovation ,962 | ,698
(a=.957) Ol_9 ,903 4,74 |1,482
0Ol_10 ,897 4,71 1,523
Ol_3 ,892 4,84 11,653
Ol_2 ,888 4,67 | 1,666
Ol 5 ,884 4,68 | 1,653
Ol_8 ,862 4,84 |1,497
Ol 4 , 716 5,03 | 1,535
ol1_7 698 4,53 (1,622
Ol_6 ,690 4,65 | 1,671
ol 11 ,686 4,53 1,621
ol 1 ,635 5,12 |1,605
Risk management 932 | ,821
corporate CR_3 ,891 503 |1,114
(a=.891) CR 2 ,846 4,80 (1,341
CR_1 ,835 503 | 1,114
Strategy 974 | ,650
organizational | og 13 0,859 4,921,117
(0 =.970) 0S_18 0,858 4,971,073
0S 15 0,858 5,081,043
0S 5 0,840 4,911,147
0S 11 0,824 4,891,181
0S 7 0,823 4,931,146
0s 9 0,822 5,021,103
0S 16 0,818 4,941,127
0s 12 0,804 4,901,144
0S 10 0,805 4,871,179
0S 6 0,789 4,991,100
0S 20 0,788 5,170,990
0S 4 0,784 4,911,150
0s 2 0,726 4,881,145
0S 21 0,744 5,031 0,998
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ctsr:s(::sgtrs Items | Loadings| CR |AVE [Mean| SD
0S8 0,723 4,85]1,142
0s 1 0,691 4,881,169
0Ss 3 0,690 5,03]1,110
0s_19 0,657 5,110,907
0Ss 14 0,652 5,040,906
0s_17 0,633 5,12]1,201
Notes: Ol - Open innovation; CR - Corporate risk management; OS - Organizational
strategy.

Source: Data analysis based on SmartPLS 3 (2021).

Discriminant validity is determined by the construct and is related to the level at which it differs

and stands out from the other constructs of the model; thus making it necessary not to have correlations

with other latent variables, and can be gauged from the principle that all cross-loadings cannot be higher

than a load of each indicator (Hair et al., 2016). Chin (1998) proceeded to separate the explanatory

power between moderate and substantial. Satisfactory results were obtained regarding discriminant

validity and, consequently, the constructs are significantly different (Table 2).

Table 2

Discriminant validity

FLC 1. 2. 3,
1. Corporate risk management . 907
2. Open innovation .535 .836
3. Organizational strategy .616 532 .806

Source: Data analysis based on SmartPLS 3 (2021).

The Fornell-Larcker (1981) criterion (FLC) argues that the AVE should be greater than the

variance between constructs of the same model. On the other hand, Henseler, Ringle, Sarstedt (2015)

propose a new and advanced criterion - Heterotrait-Monotrait Ratio (HTMT) - to assess discriminant

validity and agree that the FLC is one of the effective methods to evaluate this type of validity. However,

FLC does not assess the lack of discriminant validity in various research situations. Therefore, HTMT

was used to determine the discriminant validity of the constructs and its values are shown in Table 3.

All of these were lower than 0.90, as recommended by Fornell-Larcker (1981); therefore, discriminant

validity was also established for all constructs.
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Table 3
HTMT
HTMT 1. 2. 3.
1. Corporate risk management
2. Open innovation 574
3. Organizational strategy .653 547

Source: Data analysis based on SmartPLS 3 (2021).

The measurement model is presented in Figure 1.

Figure 1

Evaluation of the measurement model

CR_1 CR_2 CR_3 05_10

0935 0889 psgoy i

I A
0.286 0513
. |
! 05_14
S A
0515
0902 .

0652 ’05_16

L4 CR 0.89

L4
ol2 N 0.535 0.464

0S_ 18

0.283 0Ss_19

0s 2

Source: Data analysis based on SmartPLS 3 (2021).

4.3 Results of the structural model evaluation

For this purpose, model significance was assessed based on path coefficients, t-values and

standard errors. The hypotheses were tested for main and indirect effects by bootstrapping procedure
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using Smart PLS 3 (Ringle et al., 2005). The PLS algorithm followed by bootstrapping techniques were
used to calculate the relative strength of each exogenous construct.

According to Chin (1998), all hypotheses are significant, who advocates a minimum structural
coefficient of 0.2. Open innovation has a significant and positive relationship with organizational
strategy ($=0.296, t=5.626; LL=0.194, UL=0.399) and corporate risk management ($=0.543, t=11.583;
LL=0.447, UL=0.630; thus, H1 and H2 were supported. Furthermore, corporate risk management has a
significant and positive relationship with organizational strategy (p=0.447, t=6.814; LL=0.312,
UL=0.567); thus, H3 was likewise supported. The lower and upper bounds included zero, thus indicating
significant relationships (Table 4).

Table 4

PLS Structural model results

Original Sample | Standard T-statistic
Hypotheses sample Average | Deviation (IO/STDEV]) L.L. | UL.| Result
(O) (M) (STDEV)
H1: Ol -> 0S 0,296 0,296 0,053 5,626* 0.194|0.399 | Supported
H2: Ol -> CR 0,542 0,543 0,047 11,583* 0.447|0.630 | Supported
H3: CR -> 0OS 0,447 0,446 0,066 6,814* 0.312|0.567 | Supported
H4: HI -> CR -> 0S 0,242 0,243 0,045 5,444* 0.159|0.330 | Supported

Note: *p<0.001.
Source: Data analysis based on SmartPLS 3 (2021).

Corporate risk management exhibits a significant mediating effect on the relationship
between open innovation and organizational strategy (p=0.243, t=5.444; LL=0.159,
UL=0.330); consequently, H4 was also supported (Table 4).

In Figure 2, it is possible to observe the evaluation of the structural research model,
considering both the direct and indirect effects.
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Figure 2

Evaluation of the structural model
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Source: Data analysis based on SmartPLS 3 (2021).

5 Discussion and conclusions

The positive and significant relationship between open innovation and organizational strategy
expressed in hypothesis 1 was supported (f=0.296; t=5.626; p<0.001). The process of identifying open
innovation as an organizational strategy has been an essential step to discover the risk factors to which
companies are subjected (Chesbrough & Rosenbloom, 2002). The business model should indicate the
degree or intensity that the organizational strategy can have as a competitive advantage so that its
replication by competitors is difficult to conceptualize (Chesbrough & Rosenbloom, 2002). Therefore,
the guiding element of the business model lies in the discovery of how to leverage innovation, i.e., where
all the energy released in the development of new products should be combined with the development
of a business model that defines the “going to market” and the “value capture” strategies (Denicolai et
al., 2014). The role of the model is based on its ability to transform ideas into profits, in which companies

that seek innovation should not be at the mercy only of internal knowledge; in other words, they should
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not depend exclusively on the knowledge of their human resources, they should go beyond and seek
external knowledge (partnerships) (Chesbrough, 2003).

Hypothesis 2 was supported by confirming the positive and significant relationship between
open innovation and corporate risk management ($=0.543; t=11.583; p<0.001). Thus, the larger the
field of research in open innovation, the more diverse the threats reside in this context, as collaboration
between firms can lead to new risks and threats (Lee et al., 2010). These results are in line with the
perspective that decision-making is the most critical moment of the organization, since it requires the
allocation of irreversible, necessary and scarce resources in actions mediated by risks and uncertainties
in which the results may affect the entire organizational structure, since the decision-making process is
characterized by novelty, complexity and openness (Mintzberg et al., 1976). Innovation is a risky
business, generates a high failure rate between the initial idea and the materialization of the launch of a
product or service in the market unless the process is carefully managed (Tidd et al., 2009). In this sense,
it is up to top management to identify how best to deal with the corporate risks that are presented to it
in conducting the business, to achieve the organization's goals with greater security, where the
performance of open innovation should be seen and discussed in the light of the degree of novelty created
by the projects approved by top management (Lassen, 2017).

The results support hypothesis 3 (=0.447; t=6.814; p<0.001), in which the causal relationship
between corporate risk management and organizational strategy is analyzed, thus demonstrating a
positive and significant relationship. Yilmaz and Flouris (2017) argue that an organization should
develop different strategies to improve reputation and reduce risk, thus implementing corporate risk
management policies indispensable to build a strategy. Corporate risk management practices are vital
for financial performance and improve the non-financial performance of firms (Rasid et al., 2014).
Consequently, top management is responsible for organizational strategy such as cost reduction and
long-term planning and needs to be aware of corporate risk practices that influence organizational
strategy (Meidell & Kaarbge, 2017). Thus, the decision-making process is fundamental to creating value
and improving the firm’s image, increasing the reputation of strategic capability and responding
successfully to new opportunities (Foroudi, 2016). The results converge with those of Acharyya and
Mutenga (2013) because the risk manager is seen as a central function for various types of businesses
to ensure opportunities based on decision-making as a proactive measure to ensure the organization's
sustainability.

Hypothesis 4 was supported. The results confirm the mediating effect of corporate risk
management on the relationship between open innovation and organizational strategy (B=0.243;
t=5.444; p<0.001). Chesbrough and Crowther (2006) state that adopting open innovation tools is a
choice of company strategy that provides arguments for collaboration with external partners. For
business, corporate risk management as an organizational strategy is an informative source of open

innovation and innovation platforms, becoming an essential part of the business model, especially in
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digital changes (Chesbrough & Brunswicker, 2014). Open innovation practices differ across firms and

across types of corporate risk, such as finding ways to increase turnover and develop new products

(Chesbrough, 2003). Besides the direct impact on the firm’s strategy, there are also additional

opportunities for innovation practices, including access to external knowledge, resources, markets, or

skills requirements, reduced product development time and cost, risk-sharing, and faster market launch

(Chesbrough & Crowther, 2006). The corporate risks of open innovation include loss of knowledge,

essential technologies and organizational skills, technological and market uncertainty and complexity

of managing interactions with external partners (Chesbrough, 2003). In addition to the high degree of

innovation, openness can lead to difficulties for firms in intellectual protection, ownership and

appropriation of the benefits of innovation (Lazarenko, 2019). Reluctance to changing traditional

organizational practices, particularly when sharing knowledge and intellectual property with external

partners, also restricts open innovation practice. Most of the problems faced by firms in implementing

the management model of open innovation lies in the activities of top management in addressing

resistance to change from the organizational point of view and establishing a new corporate culture,

often makes it difficult to change the management model in the organization (Lazarenko, 2019).

6 Conclusions

The research allowed to classify three specific objectives through the studied constructs to weigh

the areas involved with open innovation and to understand to what extent (1) there is a positive

relationship between open innovation, corporate risk management and organizational strategy and (2)

the mediating interaction of corporate risk management in the relationship between open innovation and

organizational strategy.

As for the first objective, some guiding points were highlighted as a contribution to the

advancement of the theory on innovation. It was observed that the relationship between open innovation

and organizational strategy operates predominantly in the innovation generation stage of the company,

as well as the constant and systematic updates of the literature have printed greater robustness to the

conceptual research model of the study and found relevant evidence of the external environment of

technology input (e.g. information, ideas, knowledge, with open innovation output), in which the

company often forms external partnerships with customers, competitors, research units, consultants,

communities, open-source, suppliers, governments or service universities for research and development

activities (user open innovation). For Hippel (2013), the generation of innovation takes place in

corporate structures, particularly with R&D. From the user’s point of view, the process of innovation

generation can happen both for the individual (managers/employees) and for firms, which at times play

the role of users. In this logic, the innovation generation process uses the term open user innovation to

designate the innovation generated by users.
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Regarding the second objective, it was observed that the corporate risk interferes with the
organizational strategy. For Enkel, Gassmann and Chesbrough (2010), this relationship is consistent
with the open innovation model. Therefore, the industries’ external actors form innovation generating
partnerships and play a key role in users. To achieve partnerships, firms need to develop absorptive
capabilities (Hossain & Kauranen, 2015), which means the firm’s ability to perceive, evaluate,
assimilate and apply new knowledge, thus requiring firms to develop disruptive capabilities, which
means the ability to exploit external knowledge. On the other hand, organizational strategy has proven
relevant with management mechanisms (Oyewobi et al., 2016).

As for the third and last objective, there is a mediating effect of corporate risk in the relationship
between open innovation and organizational strategy, from the open innovation model in SMEs.
Hinteregger et al. (2018) list the difficulties these firms face when implementing the open innovation
model; studies show that these firms are afraid to reveal their innovations and introduce their best
practices of open innovation (partnerships). Hossain and Kauranen (2015) add in this dialogue that when
connecting to a globalized market, SMEs are still very dependent on their R&D structure. In addition,
the managers’ skills, innovation practices and the firm’s ability to attract government investments in
R&D and technological development are barriers to the implementation of open innovation in SMEs.

It is important to highlight the theoretical implications of the research. This study provides a
theoretical framework for understanding the relationships between three constructs (open innovation,
corporate risk management and organizational strategy) in SMEs in the hospitality sector, not yet
explored by academics, with the following contributions: (1) the research model comprises the use of
different measurement scales to validate it with more robust measurement instruments for analysis; this
study analyzes in depth the psychometric properties of all latent variables of the structural model (PLS-
SEM), presenting the differentiated paths between endogenous and exogenous constructs and (2) the
role of the open innovation model was emphasized, in the proportion that it can enhance or influence
the attraction of resources needed for the development of the hospitality activity, that is, organizational
and technological resources. Thus, we consider that this research allows us to fill existing gaps in the
literature.

This study presents relevant practical implications. The results of this study contribute to the
development of new instruments and programs to support SMEs in the hospitality sector. By identifying
resources, technologies and dynamic capabilities that influence open innovation and organizational
strategy, directly or indirectly, with the contribution of corporate risk management, this study is useful
for top managers, stimulating entrepreneurial behavior and thus consubstantiating a factor of attracting
resources and capabilities needed by the company and the involvement with other sectors of the
economy, since the hospitality sector is important to improve the performance of companies.

The relationship between the constructs will allow top managers to strengthen the resources and

business capabilities, thus promoting policies that promote the relationship between open innovation,
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corporate risk management and organizational strategy in different contexts, creating causal links with
an inductive effect on top management for the development of management capacity. Finally, this study
will allow governments (national, regional and local) to create policies, programs and incentives that
allow companies to join or deepen the model of open innovation, thus promoting the exchange of
internal knowledge with the external, thus allowing to strengthen the dynamics of the entrepreneurial
ecosystem.

Some limitations stand out in the course of this scientific study. Firstly, the sample size.
Although the number of responses from firms is deemed significant (251), we believe that a more
comprehensive sample would enable a more refined analysis of results. Furthermore, this is a non-
probabilistic sample by convenience. Secondly, only hotel executive directors were surveyed, and the
survey does not characterize whether this senior manager responded to this one. We also understand that
assessing the different constructs based on a single person’s opinion may not accurately reflect the firm’s

reality.
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