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Open innovation has attracted wide interest since it first appeared in the 2003 book by Chesbrough. It proposed
that companies combining internal and external ideas when innovating would benefit more than by adhering to the
traditional research and development model. As many definitions have been proposed for this term since then, it
appears that open innovation is not something stationary and is constantly evolving. At this time, the most
prevalent definition seems to be that open innovation is the use of purposive inflows and outflows of knowledge to
accelerate internal innovation, and expand the markets for external use of innovation, respectively. This means that
firms wanting to advance their technology can and should use both internal and external ideas. Even though there
are several definitions for open innovation, their common thread is the creation of relations and collaborations in
order to create something new with the resources at hand. The differences in the definitions usually refer to

different scopes concerning resources, the degree of openness, etc.

open innovation SMEs research centers growth

| 1. The Importance of Open Innovation

The traditional research and development model was beneficial to large companies that could afford an in-house
R&D department that also gave them full control in whatever innovation it produced as well as all the profits that
were turned out. In contrast, open innovation promotes collaboration between companies, research centers,
universities and even individuals that can bring different ideas forward to help solve problems that would otherwise

be very difficult to manage.

The research institutes participating in open innovation reaped many benefits as it was found that open innovation
strengthened the position of the public research institute, increased internal networking and broadened and
improved the capabilities and knowledge of the involved researchers . Furthermore, research consistently shows

that open innovation has been beneficial to firms that have used it (2.

As new technology appears to need multidisciplinary development, open innovation can help, as a single
organization may find it hard to be able to provide what is needed, especially if it is a smaller one B, Small
research institutes, that are usually dedicated to one discipline, even if they produce quality research, will have
limited viewpoints on things concerning other parts of science. Similarly, an industry with in-house research and
development department, even if it is well established and has produced valuable assets for its owner, will probably

face troubles when trying to expand its research to subjects beyond its expertise, as the research teams usually
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prefer to focus on one specific area of expertise. As open innovation helps the collaborators to work in a
complementary way, there is a significant reduction in the use of resources needed for a project. For example, if
one of the collaborators has already the infrastructures needed for the project ready, the rest of the partners will
have to simply use it instead of spending their resources. The resources that are saved by this approach can then

be used for something else that is needed maybe even another project.

It has been found that in open innovation collaborations the diversity of the people working on the project has a
positive effect as the different perspectives that everyone involved lead to the creation of better products, services,

or research 4,

The fact that open innovation leads to less time needed for the project’s actualization has many advantages for the

company, such as finishing projects before the competition.

Furthermore, open innovation has also shown societal benefits. Open access, open source and open-source
science, which are open innovation tools, can provide societal benefits. A wider pool of participants is established
through open innovation. The results produced can be shared even with those that would have been excluded

otherwise, as they are accessible to all. The risks of this endeavor are mitigated due to the number of participants
Bl

Moreover, there is evidence that innovation can promote economic as well as sustainability results at the same
time B, as open innovation has also been proven to have important connections with sustainability. A very large

part of open innovation studies has been found to touch upon several sustainability issues .

Additionally, this connection has shown beneficial effects as new products and services produced through open
innovation have been replacing older, costlier, and sometimes more environmentally unfriendly ones. The
replacement of petrochemicals with other bio-based substances that were developed through open innovation is an
example of this [, These beneficial effects have also been observed when firms are trying to focus more on
sustainability. It has been found that during the new product development phase, better results are achieved, a fact
that becomes even more evident if the consumers’ concerns are taken into account by using open innovation
practices €. Both the firms, as well as the consumers, can make an environmentally beneficial impact by using
open innovation in order to minimize costs regarding pollution and manufacturing 2%, Sustainability combined with
open innovation has also helped firms expand. Alibaba, for example, used a sustainable open innovation model
which led to the rapid expansion of the company . An offshoot of open innovation is open social innovation.
Open social innovation is what takes place when open innovation and its principles are used for social issues and
challenges. As of now, there are projects that use open social innovation in regions of Europe in order to promote
innovation in these areas [12. The use of IT solutions has been found to have a beneficial effect on open social

innovation as it has the ability to bring together citizens and the issues they have with the rest of the collaborators
k)

| 2. Step 1: Interest in Working with Open Innovation
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Firstly, interest must be shown in order to adopt open innovation. As firms, research centers, etc., realize the

benefits of open innovation, they want to be a part of it.

Research centers, by nature, were already connected to different partners in the innovation systems as they were
acting as intermediaries. Nevertheless, there is pressure to make them even more interconnected in different ways

with different partners in order to transfer knowledge .

Many questions arise about the implementation of open innovation in research institutes, mainly in the aspect of
what open innovation offers to these institutes and what conditions have an impact on the success of open
innovation. By analyzing the effects that open innovation had on different cases that pertained to public research

institutes, it was found that open innovation had a beneficial effect on all examined (d]i14],

It was also found that, for several projects pursued using open innovation, the networks that were created using
this approach helped the generation of more and better ideas for innovation. As there were many participants in
these processes more and more diverse ideas were presented, which in turn made it easier to select the best ones
for each project. Furthermore, the created networks provided resources that could complement shortages that
appeared in other participants. Lastly, it was found that these networks helped create legitimacy and support for the

project and its results 11,

Another thing to keep in mind is how open the collaboration will be in terms of breadth and depth. Innovation
performances tend to be hindered when a plethora of outside sources are used (breadth), while at the same time

when not using a source efficiently enough, the benefits of the collaboration are being minimized 22!,

| 3. Step 2: Capital for the Expenses Involved

Of course, for anything to begin, funding must be secured. Companies and industries have budgets specifically for
research and development that can be spent for R&D either in-house or on collaborating projects with other
organizations. However, some research institutes, universities, and other actors participating in an open innovation
scheme might not have that luxury. In particular, universities can be notoriously underfunded and that can lead to
severe problems relevant to their operation as research facilities, leading them to be constantly on the lookout for
funding. There can be intervals where no funding is provided leading to issues with personnel retainment and
leaving research unfinished 18, Other extra costs can be attributed due to the lack of funding, e.g., equipment that

remains unused for long periods can break down and without funding it can be impossible to fix.

If the different partners are not interested in ensuring financial compensation for everyone involved in the project,

some of the participants might not engage fully or even drop out 71,

If one of the entities is dependent on the resources that someone else in the collaboration is providing, the
receiving partner might change focus to primarily aid the giving partner. This might help the collaboration up to a

point, but it can also be detrimental (28],

https://encyclopedia.pub/entry/23660 3/10



Step-by-Step Model for Implementing Open Innovation | Encyclopedia.pub

When public funding is involved, more problems can arise. Firms usually have very clear goals for their research,
they want a successful outcome that will bring value to the company. However, the fact that research created with
public funds should benefit the whole society instead of a single organization, can create a conflict of interest.
Furthermore, there is always a risk of privatizing the research created with public funds when industries are
involved. The private sector benefiting from public research organization outcomes can lead to severe
consequences in the future when affecting downstream research (12, Nevertheless, it has been shown that public

funding mostly has a promotional effect on innovational pursuits €.

Moreover, companies that participate in open innovation might create a fund for these reasons in order to bankroll

their collaborators so that the research process goes more smoothly, as Huawei did 29,

Another aspect of finding funds when open innovation is concerned is crowdfunding. During crowdfunding, besides
the funds that are gathered for the projects, there is almost always a back and forth between the project originators
and the funders leading to a further beneficial collaboration 211,

| 4. Step 3: Pinpointing Projects That Will Be Pursued

Choosing which projects will be pursued in any kind of research is a difficult task. When different partners are trying
to collaborate, there has to be a common goal for attempted research. However, even if the partners are pursuing a
common goal, their motives for the research might be misaligned, a fact that can threaten the partnership. Since
the partners are of different natures, there probably can be different motives as to how the research will be used.
An industry wants to gain profit from whatever outcome occurs, while a university or a research center might want
to do research in order to pursue purely academic interests, as it has been found that profit organizations have
different criteria in selecting projects 22. In any case, the projects that will be selected must be compliant with the

participating members’ criteria, as well as be feasible with the resources available or be abandoned 23!,

Research has shown that open innovation has usually a positive effect for all participants 4. However, some
research topics cannot be pursued while using open innovation. Companies that have been protective with their
Intellectual Property (IP) might be unwilling to bring in outside help for fear of their internal secrets being leaked to
the competition. All collaborations need an amount of trust between partners: if that does not exist it is impossible
to have a positive outcome 24 Even though the partners can have different motives for which to pursue
collaborations and open innovation, there has to be a common ground especially when referencing the research

that will go into the project.

For example, an industry desiring a partnership with a university would want the final product to be something from
which can gain profit. A university might only want to further its research and might not be concerned if the result
has a major practical use. Nevertheless, the partners must communicate their needs and wants, and find a project
that can be followed through without though threatening each other’s success. When partners have overlapping
interests, a project that might be just beneficial for one of the partners, might be one of the partners’ whole

business model and pursuing it through open innovation will have devastating effects on them. Moreover, a
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situation such as this will cause the partners not to give their best selves, out of fear of destroying their own
business or research [23],

| 5. Step 4: Finding the Right Partners

The search for partners can go both ways. One of the future partners can have a project that they need support,
therefore they search for others for help, or the future partners can have some similar interests and decide to

pursue a common goal.
As in all collaborations, open innovation partnerships included, it is very important to find the right partners.

When different kinds of partners from different disciplines or different kinds of organizations are trying to cooperate,
even more problems can arise. The clashing of different perspectives from different partners can lead to issues,
such as who can provide the necessary solutions for each step of the collaboration 2. Furthermore, research

organizations and institutes might be unaware of the problems that are pertinent to industries and vice versa 17,

Another issue is that the different partners can contribute to the project in varying degrees meaning that some
partners might complete the bulk of the work while other partners do the bare minimum 2. This can lead to even
more problems during the project implementation, especially when the partners are trying to benefit from whatever

the partnership has produced.

Some of these issues have been solved with the use of intermediaries that can create broad networks, improve the

conditions for a successful interaction, making it easier for compatible collaborators to find each other 28],

6. Step 5: Creating a Communication Channel between
Partners

Proper communication channels must be established and maintained throughout the partnership from the initial
steps to the final result. Communication is key in open innovation as it brings the collaborators closer to their
cooperation. The partners can discuss the issues of the projects so they proceed on a timely manner and produce
good grade results 29,

However, managing and organizing cooperation, especially when different disciplines are involved, has been
proven to be difficult and complex, which in turn shows the need for new and improved procedures for
collaborations 27, |t appears that knowledge sharing, and the collaborations needed for open innovation are

becoming more and more complicated as time goes by 27,

| 7. Step 6: Negotiations for All Pertinent Partners
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Every collaboration of this kind needs negotiations every step of the way. As there can be many partners from
different backgrounds, several managerial, cultural, and other differences can be present, a fact that can hinder
any kind of relationship 28129,

Negotiations are vital for subjects concerning the collaboration, such as the division of labor among the partners,

as it is very important to determine the responsibilities of everyone concerned to avoid overlaps and delays B9,

The subject of the utmost importance concerning these negotiations is how the intellectual property of everyone
involved will be protected. During the collaboration process, the sharing of knowledge is essential for its smooth
continuation. The openness of the collaborators, as well as internal managerial factors, can determine how the
intellectual property can be protected [l as many companies adhere to secrecy in order to protect their
innovations 32, Where open innovation is concerned, there is a paradox as the partners are trying to protect their
knowledge that have to share at the same time, which shows a need for a specific knowledge exchange strategy
(33 Negotiations are critical in terms of what will be shared with whom, how the end results will be deployed and
who will have the rights of the product. To this end, tools such as NDAs (Non-disclosure agreements) are usually
signed. Other tools can be MOUs (memorandums of understanding) that can also define other aspects of the
collaboration, copyright, licensing, patents, etc. BYB3]. All of this makes negotiations complex and long lasting and,

in many cases, the negotiations take place from the beginning to the end of the collaboration [28!,

| 8. Step 7: Organizing the Partnership

As for organizing the partnership, there is not any typical procedure to follow. How the collaboration will be
organized is affected by who the partners are and what they are trying to accomplish. A platform must be
established, based on which the partners will work together. It would also be prudent to estimate the capabilities of
the concerned partners in terms of open innovation in order to see how and with what this collaboration can be
beneficial 24!, Decisions will have to be made depending on the project as to how the collaboration will proceed.
The delegation of staff in the corresponding aspects of the project and how the communication among partners will
be established are issues that will have to be solved in this stage of the collaboration so that the project will be
concluded on time with the desired results. Outside factors, which could even be localized, must also be
considered as they can affect the project considerably B3, Changes must be made depending on the
characteristics of each actor and the nature of the project [28l. This can mean anything from changing a few policies
to a complete restructuring if needed. In any case, opening a previously closed-off section requires much more
than just eliminating a few boundaries. When all the above issues have been resolved, the partners can apply

themselves to the collaboration and move forward with the research needed for the project.

9. Step 8: Researching Projects Using Open Innovation—
Project Management
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When all the above issues have been clarified, it is time for the partners to start working towards the completion of
the project. All the partners begin to provide input towards the completion of the project. Depending on the
circumstances, it can be either a completely new project or the continuation of an existing one that now has the

assistance of all the other partners. By combining everyone’s resources, hopefully, a result can be produced.

10. Step 9: Evaluation of Project Outcomes and Their
Adoption

In the end of the collaboration, hopefully, there is a final product. Each project must be evaluated to be adopted or
released. All research has the potential to give false positives or false negatives. A false positive is a project that
seemed successful but did not have the value that it was initially assessed as having. An example of this can be

the creation of a consumer good that seemed promising, but the consumers rejected it for unforeseen reasons.

Additionally, false negatives are projects that seem to be a failure at first glance, have minor success or appear not
to have great value, while the opposite is true. The collaboration must have a proper management division that will
be able to correctly assess the value of all projects and decide the next steps needed. This can mean, depending
on the project and the outcome, to use the result as it is, continue the research in order to improve it, send it to an

entity that it will be better suited for it, or abandon it completely B,

Thanks to the negotiations that took place in the previous steps, there is a structure in place as to how this product
will be used and by whom. If the collaboration is successful, the outcome is evaluated and then, depending on
what it is, it is either adopted by the partners or sent out to the market 29 A positive outcome in these

collaborations makes the partners more open to engage in future collaborations 28,
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