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Innovation = The successful exploitation of
new ideas
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INVENTION ~ INNOVATION

Innovation is not synonymous with invention, although invention
may be part of the innovation process.

INVENTION- To conceive the idea

INNOVATION - To use - the process by which an invention or
idea is translated into the economy and social benefits

EREXID [hvention is not enough..... \(CALCAIEEEIEENE

Gas-filled umbrella

Fdmevs P

Cheese-flavoured cigarette

Decoy ducks & stay dry!

Idea: John Bessant, MMT lecture, Aalborg University Febr. 2006
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Sewing Machine, any brand name~ Steve Jobs

“Inventions [...] do not necessarily lead to technical
innovation. In fact the majority do not.

An innovation in the economic sense is accomplished only

with the first commercial transaction.”
Christopher Freeman
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Today’s Story

Closed Innovation Model

g /

Lost ideas Winning ideas

Internal
Technology Base

Targetted market

Boundary of the company

Research stage | Development stage
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It used to be that innovation was
something that happened deep in
the bowels of corporate R&D
departments. Secretive folks lurked
there and lived by the code of NIH

or “Not Invented Here”— comgdown o
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Innovation in SMEs?

* Many SMEs face severe
commoditization pressure in their
markets

* e|nnovation => new ways to create
value for customers
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unreached ideas
limited knowledge of what
the users want or how they

How limited is it?
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’ W’Klff;{ W,,.,' STILL NO INTEREST

YOUR TDEAS | | ‘
»,_,__.——-——‘—T"

\! \ ¢ \"!‘ "]" §

IN OUR OPEN

WE WELCOME | INNOVATION PROGRAM?

want it

* missed opportunities and [~\\ P nel
markets p—

« sticky information, company E"’f%%%
biased # i

©@marketoonist.com
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Why is it important?

“No matter who you are, most of the
smartest people work for someone
else.”

Look outside of your
organization’s walls to
Innovate!!
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What is Open Innovation?

“Valuable ideas can come from inside or
outside the company and can go to market
from inside or outside the company as
well” (Chesbrough, 2003)

AUt _ (§ nerTradelreland
ALl  Closed vs. Open Innovation "

Closed Innovation Open Innovation

Not all of the smart people work for us, so we must

Most of the smart people in our field work for us find and tap into the knowledge and expertise of
bright individuals outside our company

- J o J

4 ™ 4 R
To profit from R&D, we must discover, develop External R&D can create significant value; internal
and ship ourselves R&D is needed to claim some portion of that value

. J . J

( N ( B

. " . . 2 We don’t have to originate the research in order to
If we discover it, we will get it to market first profit from it

\. J . J

N\
J
~
¥,

Building a better business model is better than

If we are the first to commercialize we will win getting to market first

\. J & J
d B ( N
If we create the most and the best ideas in the If we make the best use of internal and external

industry, we will win ideas we will win
- J N J
( ™ '

~

. We should profit from others” use of our IP, and

We should control our intellectual property (IP) so we should buy others’ IP whenever it advances
that our competitors don’t profit from our ideas GlUF Wi blisiness fhsdal

. =) \ J
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Other firm’s
market

Our new
market

Internal/external Our current
venture handling market

External technology
insourcing

External technology
base

Stolen with pride from Prof Henry Chesbrough UC Berkeley, Open Innovation: Renewing Growth from
Industrial R&D, 10th Annual Innovation Convergence, Minneapolis Sept 27, 2004
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Research Development Commercialisation
N
" @
o O @,
e ‘ IP in-licensing ‘Products in-sourced
O ‘ (e.g. Co-branding)
B < 8 _O SempanyBonndaries |
O Core Market Focus
O__ __________________________ Ce ;m;za;l y_Bt; u;d;ri;s i
Technology
Spin-outs
IP out-licensing . ‘ ‘ ‘
‘ ‘ Ideas &
Technologies
https://www.rndtoday.co.uk/open-innovation/open-innovation/
14
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Example: Philips Open Innovation

“We engage in two kinds of Open Innovation.

— Through ‘inside-out” innovation, we make our skills and resources
available to the outside world. For example, we regularly undertake
contract research for external parties, provide technical facilities and
support, and assist with |P_licensing.

— Through “outside-in” innovation, we draw on the capacities of
individuals, organizations, and even small start-ups from around the
globe. By providing a broader window on the world of health and
wellbeing, these strategic partners help us gain new insights and
access to new technologies.”

https://www.philips.com/a-w/research/home
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Philips Innovation and business
ecosystem: High Tech Campus

Q Silicon Hive

Corporate innovators (& Research institutes

f" Polymer Vision

Universities ==
Embedded Systems
st

POINT-ONE innovation~

0!

braipport
elndhoven

ey
XY

DELTAPATENTS

/] () pharmapartners
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Open Innovation Definition

“A distributed innovation process based on
purposively managed knowledge flows
across organizational boundaries, using
pecuniary and non-pecuniary mechanisms in
line with the organization’s business model.”

Chesbrough & Bogers (2014)
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Business model innovation allows to capture
the value of technology/product or service
Innovation

Technology or a new produt does not create value.
It is the business model

el X [ wwe ]

enables business model '

defines

business strategy ’

18



A business model explains how a company
creates and captures value

Value
Capture

Creation

Who is our Business

customer, what How do we
does the customer make money

value? in our business?

Model

19
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1s business model
innovation important?

What advantages could it bring
to your organization?

20
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Example of a failed business models

U

SRR OE O P
MEUS Koduk |l

AL
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Business Model Innovators
outperform competition.

(Percent of emphasis)

100
90 —
80 Product/services/
70 markets

60
50
40
30
20
10

0 p—

Business
model

Underperforme Outperformers

Note: Based on operaling margin growth ove
compelilive peers.

ears as compared to

22
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https://www.google.com/imgres?imgurl=https%3A%2F%2Fupload.wikimedia.org%2Fwikipedia%2Fcommons%2Fthumb%2F4%2F46%2FBlockbuster_logo.svg%2F2000px-Blockbuster_logo.svg.png&imgrefurl=https%3A%2F%2Fen.wikipedia.org%2Fwiki%2FBlockbuster_LLC&docid=14u0ZMLpX1__WM&tbnid=vgniBbq4orRFAM%3A&vet=10ahUKEwivl7fSxp3lAhUQYVAKHVE6DaMQMwh3KAAwAA..i&w=2000&h=1199&safe=strict&bih=543&biw=1138&q=blockbuster&ved=0ahUKEwivl7fSxp3lAhUQYVAKHVE6DaMQMwh3KAAwAA&iact=mrc&uact=8
https://www.google.com/imgres?imgurl=https%3A%2F%2Fmedia.customon.com%2Funsafe%2F600x600%2Fimg.customon.com%2F%2Fdesign%2F600%2F600%2Fffffff%2F46225%2F8d768701eb30ca1337e649b3db783308.png.jpg&imgrefurl=https%3A%2F%2Fwww.customon.com%2Fproduct%2Fvintage-we-sell-kodak--iphone-6-6s-case-1680867&docid=nsXewEgxj5qGrM&tbnid=-Eq-Pz15Etxo0M%3A&vet=10ahUKEwi_6qvuxp3lAhUBPFAKHYrAA8QQMwhIKAUwBQ..i&w=600&h=600&safe=strict&bih=543&biw=1138&q=we%20sell%20kodak&ved=0ahUKEwi_6qvuxp3lAhUBPFAKHYrAA8QQMwhIKAUwBQ&iact=mrc&uact=8
https://www.google.com/imgres?imgurl=https%3A%2F%2Fimages.booklooker.de%2Fx%2F00qLTE%2FBrockhaus-Enzyklop%25C3%25A4die-21-Auflage-in-30-B%25C3%25A4nden-letzte-gedruckte-Ausgabe-vollst%25C3%25A4ndig.jpg&imgrefurl=https%3A%2F%2Fwww.booklooker.de%2FB%25C3%25BCcher%2FBrockhaus-Enzyklop%25C3%25A4die-21-Auflage-in-30-B%25C3%25A4nden-letzte-gedruckte-Ausgabe-vollst%25C3%25A4ndig%2Fid%2FA02h1SyH01ZZG&docid=h0BoltVw4bbaEM&tbnid=JvHnR2o4k1w50M%3A&vet=10ahUKEwjhkPeDx53lAhVKa1AKHc_CCr4QMwh5KAEwAQ..i&w=1500&h=1125&safe=strict&bih=543&biw=1138&q=Brockhaus&ved=0ahUKEwjhkPeDx53lAhVKa1AKHc_CCr4QMwh5KAEwAQ&iact=mrc&uact=8
https://www.google.com/imgres?imgurl=https%3A%2F%2Fzdnet2.cbsistatic.com%2Fhub%2Fi%2F2017%2F05%2F24%2F6754c961-0679-4a70-84a9-9280da617d2f%2Fab9be362c48461dcd40c9218786e62d6%2Fnokia-3310-main.jpg&imgrefurl=https%3A%2F%2Fwww.zdnet.com%2Fproduct%2Fnokia-3310%2F&docid=oMcJ4FQEa_-X3M&tbnid=tYAJS7WFH4oXxM%3A&vet=10ahUKEwjg4qCVx53lAhVSEVAKHXVzCD8QMwjgAigGMAY..i&w=770&h=465&safe=strict&bih=543&biw=1138&q=nokia&ved=0ahUKEwjg4qCVx53lAhVSEVAKHXVzCD8QMwjgAigGMAY&iact=mrc&uact=8
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Across the globe, a full two-thirds of all CEOs plan to be engaged in
some form of business model innovation over the next 3 years

“When the business model is innovative, operations and the

productwill follow automatically.”
Ronald de Jong, CEQ, Philips Germany

59% Established Economy 9% 69%
® Emerging Economy S
m Canadian Economy

298% 29% 30% .

2%
6%
2% 1% il
Limited/No  Moderate BMI  Strong BMI Limited™No  Moderate BMI  Strong BMI
BMIFocus Focus Focus BMIFocus Focus Focus
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What stage of the innovation journey does
your challenge belong to?

Exp(.oro.l:i.oa 1 'Dr.ve.lo?mqnl: | Commercialization

i . o Assessment : 'Per.f:EFer_s : S{:ar{:—UF
rs _':_;_Z;, Nt Ideakioh I Protobypes 1 Scale-U
e T 3‘3? & Concepts . r?T‘OF(?SE.?I.(?V\S . Standoardization

e s . 1 1
; nsumer 1 1
= c"':‘._'_&s? 1 1
—:_A‘.JTA v !
A zr_‘—-oadud’? 5 , » 1 > 1
£ Moriceting B Valuk Creation Flow
\ —

£ I“&Ni"{%sj‘ < 1
—F = 1
I
1
1
1

Copyright @ 2010 Thinkkoy Strategies, LLC, ALL rights reserved.
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What stage of the innovation journey does

Innovation Innovation Innovation
Network Scope Process

Partners
(Vendors, Dealers etc)

Product n
Users 8 O

O\ X
Enthusiastsg
8- &

Innovators &) Sov

Research o7
esearchers 5 B

I T T

Market Segments,

Pototyping
. Pilot
byt Manufsc turing,
Test Marketing

Employees
Saudents Go/No Go/Hold
>
[1(5) Rrewarps
—--—----—
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Mode 1 Mode 3
Traditional IP contract Innovation Platform/contest

A market transaction typically used Competition used when a problem
when a single owner controls a specific requires access to the ‘long tail’ of
needed technology solution knowledge

Open Innovation
Modes

Mode 2 Mode 4

Open Innovation partnership Open Innovation community

A bilateral relationship used when A collaboration among different parties
projects are ill-structured and complex used when joint problem solving is
but relate to well-known technological required to tackle truly perplexing

solution areas. problems

Adapted from Bagherzadeh, M., Brunswicker, S. et al (2015). Mix and Match: Open Innovation Project Attributes and Optimal Governance Modes. 2nd Annual
World Open Innovation Conference. Santa Clara, University of California, Berkeley.

26
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Traditional IP contract

Managing Ol via IP contract (i.e.
licensing agreement) between a
large company and a start-up...

70% of companies innovate by
pairing traditional IP contracts
and competitions

27
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Syl \Mode 2: Open Innovation Partnership:
Example: Features of the Atlas Nano Carpet

60% of companies

combine competitions with Nano Carpet - The carpet will clean itself

partnership to solve even when. there i§ no stgin! clean.ing .

complex problems itself even if there is no visible stain on it,
and keep off invisible stains such as

N e Y smoke, fume and foot dirt.

It does not keep bacteria, fungus and mites!

By its nature, it contributes to the cleaning of
room air. As long as it receives light, the
carpet will break up toxic gases and
unpleasant odors.

28
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https://www.google.com/imgres?imgurl=http%3A%2F%2Fwww.decor-mag.com%2Fwp-content%2Fuploads%2F2014%2F05%2F2206.jpg&imgrefurl=http%3A%2F%2Fwww.decor-mag.com%2Fatlas-halis-breakthrough-innovation-nano-carpet-made-finals-11th-technology-awards-2%2F&docid=LshOX8byHsG5pM&tbnid=YAp36VtJWGQVzM%3A&vet=10ahUKEwiz9paGo7XlAhUTHcAKHc8aA1UQMwhDKAEwAQ..i&w=500&h=334&bih=543&biw=1138&q=nano%20carpet&ved=0ahUKEwiz9paGo7XlAhUTHcAKHc8aA1UQMwhDKAEwAQ&iact=mrc&uact=8

ISUOVV

WUHWC““Y Mode 3: Innovation Platform/Contest:
_ Example: Nine Sigma, Innocentive etc.

Technology and Market Enablers

Facilitating translation, commercialisation
and scaling up of new solutions

Problem Owners

SMEs, Enterprises,
Government Agencies

Open Innovation Platform
Virtual platform that connects

and matches challenges of I ti Id
Problem Owners to a nnovative Ideas,

pool of Problem Products &
Solvers Solutions

Problem Solvers

Innovators, Start-Ups,
ICM Companies,
Source: Imda gov  Researchers

Supporting Tools

Supported by a Structured Innovation
Process and Physical Innovation Facility
from ideation to commercialisation

29
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Gagoty Mode 3: Innovation Platform/Contest:

Example: Nine Sigma, Innocentive etc.

OEREEE ¢

Suggest Problems Formulate Ideas Specify [P Treatments
and ldeas into Challenges (if applicable)

O K

Post Challenges to Evaluate Solution Award Solver(s)
InnoCentive.com and Parkners Submissions and Transfer IP

30
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Mode 3: Innovation Contest
Based on Scottish Enterprise open innovation programme
(from Big Companies perspectives). Managers stated that:

 ‘The IP concerns are discussed right at the start’

‘I think the reason we put it in is because we want to show
that we're not just looking to acquire IP. We're looking to
actually work with the people who have invented the idea
to help them make their idea better. | think it’s important to
make sure that’s quite clear when you’re writing it and
putting forward that agreement type’.

Mazzola, E., Acur, N., Piazza, M. and Perrone, G. (2018) ‘To own or not to own?’ A study on the determinants and consequences of alternative
intellectual property rights arrangements in crowdsourcing for innovation contests. Journal of Product Innovation Management, 25(6), pp. 908-929.
(doi:10.1111/jpim.12467)

31
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Open Innovation in SMEs

How do you innovate and commercialize
successfully?

Which external and internal ideas to commercialize
your technology/service/product should you
focus on?

How will your SME stay ahead?

32
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http://eprints.gla.ac.uk/view/author/46430.html
http://eprints.gla.ac.uk/view/author/38161.html
http://eprints.gla.ac.uk/view/author/44172.html
http://eprints.gla.ac.uk/168116/
http://eprints.gla.ac.uk/view/journal_volume/Journal_of_Product_Innovation_Management.html
http://dx.doi.org/10.1111/jpim.12467
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il ode 3: Innovation Contest- SME’s perspective

Using online platforms to obtain external ideas

from crowd

‘So ideas were pretty much a way of capturing unprotected, non-
confidential thoughts into the company. So this could be done
through open platforms, through outsourcing, or through speaking
with customers, suppliers, innovators, you know in an open forum.’.

Another SME manager said, ‘So we do crowd-sourcing for employees, or
with employees, that's one way of enabling the open innovation culture to
happen, or open innovation happens inside organisations. And then they
work together to help both parties come closer towards a picture or
proposition that meets the company's needs, but also exploits intellectual
property in the other company’.

34
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Communities that
support innovation
have been referred to
as communities of
innovation (Col)
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Directed, Participative
BP’s website for recoviring the oil
from Gulf of Mexico

Directed

Directed, Invitational

P&G Connect * Develop Programme

Instructions

None

IBM’s Idea Jam for green issues, sustainability
Dell’'s IdeaStorm site

S

Suggestive, Invitational Suggestive, Participative'
Relatively few Everyone
Invitations

36
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Television won't be able to hold on to any market it captures after the
first six months. People will soon get tired of staring at a plywood box

every night.
- Darryl F. Zanuck, Head of 20th Century-Fox, 1946.

o

~may Computers

= There is no reason for any individual to have a computer in their home.
- Ken Olson, President of Digital Corporation, 1977

. and there are numerous other examples
1943: “I think there is a world market of maybe five
computers.” - Thomas Watson, then Chairman, IBM.
1981: “640 K (internal memory) ought to be enough for
anybody.” - Bill Gates

37
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Thank you

Professor Nuran Acur,

. Y ?"lﬁ s ol 2 e s

t

. - . ]
[ bi 1y
imr ljn &a BOH"
K1, tasgowuniversity | 5] @UofGlasgow 0 1 Search: Universiy of Glasgow
2

I
2UfGlasgow @ e #UpfGWorldChangers "
" " g

20



