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Potential goal?
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The Virtuous Circle Broken

*IPO or
aquisition

*‘RIP

*Fundamental Technology Breakthroughs

RN

*Increased

. *New
Investment in Products and
R&D

'\ lie/atures

*Increased Sales and Profits

*Venture Capital helps team focus
on new market, new business model

*Key engineers
exit to form
new company

*Source: Chesbrough, 2003 @
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What is Open Innovation?

* Open innovation means that companies
(COUNTRIES) should make much greater use of
external ideas and technologies in their own
business, while letting their unused ideas be used
by the other companies (CROSS-BORDER). This
requires each company to open up its business
model to let more external ideas and technologies
flow in from the outside and let more internal

knowledg&Chksiraus ithd Butsieieied
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Open Innovation

* ...the opening of firm boundaries to share &
exchange knowledge (e.g., Chesbrough, 2004,
2006; West & Gallagher, 2006; Gassmann, 2006),
including

* ..."buying” external knowledge

* ...“selling” internally generated knowledge
(e.qg., “research waste” - chesbrough, 2006)

* seems to be a superior, if not the only way
for firms to achieve long-term success

* But, are there limitations?
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Playing Chess, vs. Playing Poker

*Chess: Type | errors *Poker: Type |l errors

*e Plan several moves *e Pay to play

ahead *+ Pay for new

*+ No new information Information

needed e+ You discover what

*s You know what you’ve you've got, what other
got, what opponent has players have

*Source: Chesbrough, 2003 @
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Why Open Innovation?

_ o People power
e New business opportunities Most significant sources of innovative ideas
. % of respondents selecting up to three choices
 Better understanding of the p ”
. . . E
« Community building around ey
product or technology SIS e
. . Customars
e Potentially wider network of
. Consultants
Innovators
] ) Competitors
e Potentially faster profit growth hssociations, trade
shows, conference boards
Internal sales and
sErvice umts
[nternal R&D
Academia

Saurce: [BM *The Global CEQ study 2006, based an
interviews with 765 CEOS and business leaders
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Three archetypes of open innovation system

Outside-in Process
Integrating external

Knowledge, Customers
and Suppliers

*Scanning
*of new

Inside-out Process
Bringing ideas to market,
Selling/licensing IP and
Multiplying technology

*Developmen— *Product
t

*Coupled Process
»couple outside-in and
*inside-out process,
*working in alliances with
»complementaries

—

*Gassmann & Enkel, 2007, p@
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Open Innovation is over-performing
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*Torkkeli et el (2007), Implementing Open Innovation in Large
Corporations: Challenges and Financial Outcomes
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Some cases & company

examples
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http://www.philips.fi/index.html
http://www.intel.com/index.htm?iid=homepage+hdr_logo
http://www.abb.fi/
http://web.mit.edu/site/aboutsite.html
http://www.wharton.upenn.edu/
http://www.ibm.com/fi/
http://www.pg.com/en_US/index.jhtml
http://www.omron.com/index.html
http://www.3m.com/
http://www.licentia.fi/index.htm
http://www.nokia.fi/
http://w3.upm-kymmene.com/upm/internet/cms/upmcmsfi.nsf?Open&qm=menu,0,0,0
http://www.storaenso.com/CDAvgn/main/0,,1_-1000-3218-,00.html
http://www.cisco.com/en/US/hmpgs/index.html
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Conclusions

* Look for the periphery of the firm (beyond usual
suspects)

* The division of labor
* All can play, not only lead users

* The book for cooking with ‘local’ ingredients is
needed for success.
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Summary

* Open Innovation has some boundaries when
applied
— Both in theoretical discussions and in practice

* Complementary assets, scale and learning
effects, absorptive capacity, network
externalities, game theory, exploitation vs.
exploration are good tools on analyzing
‘Openness’ in companies

* But still, the Ol is the only way to sustain in
the long run
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