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What is open innovation?

"Open Innovation" has recently become very popular buzzword in business word. The term was first mentioned by Chesbrough, who's research results suggest that recently a shift from so-called closed innovation process in companies towards a more open way of innovating is under way (Chesbrough, 2003). Traditionally, development of new products took place within the firm boundaries (Figure 1). 
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 Figure 1: Closed innovation

However, recently the traditional (closed) way of innovation has been loosing its momentum. The resons are as follows:  

1. Mobility of people. In the last decade, rapid development of ICT sector led to increased mobility and availability of highly educated people. Large amount of knowledge exist outside of large companies. With the migration of people, the knowledge flows between companies. 

2. Availability of venture capital. Through increased availability of venture capital good and promissing ideas can be further developed outside the firm. The possibilities to further develop ideas ad technologies outside the firm are growing (new specialized spin-off firms or through licencing agreements). 

3. Supply chains. Suppliers in the supply chain play an important role in the innovation process.

Companies have started to look for other ways to increase the efficiency and effectiveness of their innovation processes: they are actively serching for new technologies and ideas either outside of the firm, or through cooperation with suppliers and competitors. On the other hand, the companies license out the ideas and technologies, which do not fit into their strategy.

Open Innovation is thus two-way concept: 
1. bringing new ideas and technologies from outside of the firm and combining them with internal knowledge to increase the performance of R&D process; and

2. searching for external way to market new technologies, which were developed within the firm.
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 Figure 2: Open innovation

The shift described above means that companies have to become aware of the increasingly importance of open innovation. Not all good ideas are developed within the own company, and not all ideas should necessarily be further developed within the own firm's boundaries (www.openinnovation.eu). 

Table 1: Key priciples of closed innovation and open innovation

	Closed innovation principles
	Open innovation principles

	The smart people in the field work for us.
	Not all the smart people in the field work for us. We need to work with smart people inside and outside the company.

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

	If we discover it ourselves, we will get it to the market first.
	We don't have to originate the research to profit from it.

	The company that gets an innovation to the market first will win.
	Building a better business model is better than getting to the market first.

	If we create the most and the best ideas in the industry, we will win.
	If we make the best use of internal and external ideas, we will win.

	We should control our IP, so that our competitors don't profit from our ideas.
	We should profit from others' use of our IP, and we should buy others' IP whenever it advances our business model.


Open innovation tools

From the literature research, seven Open Innovation tools have been identified (www.openinnovation.eu):
1. Hotspot.  A geographical concentration of corporate organizations, research institutes, governmental organizations, start-ups, and SMEs which enables collaboration and mutual learning.
2. Incubator.  A platform that facilitates start-ups to develop themselves in order to leverage on entrepreneurial talent and new technologies.
3. Institute.  An organizational body created for scientific or applied research purposes. The facilities that can be shared include clean rooms and laboratories.
4. Broker. A broker works on commission for companies in order to out-license internal IP, find specific technology, execute internal research, and consult on IP-related issues.
5. Web-platform.  A virtual community that could be involved in different phases of the product development.
6. Innovation workshop. A platform to establish relationships with industrial partners and academics in order to find specific solutions and actual research trends.
7. Consortium.  A platform with an intensive collaboration between complementary partners in order to produce multi-disciplinary or complex products.
With the increasing coverage of broad-band internet connections, web platforms are becomming more and more important business tools for talents in rural areas. 

Web platform as a new business opportunity
 All of us are beeing invited to join social networks on the web on daily basis. The largest social web sites with over 100 million users are Facebook, Twitter, My Space, Habbo, and Windows Live Spaces (Wikipedia). Through them like-minded people from around the globe meet and build relationships. Most of the content on those web sites is oriented towards fun, sports, hobbies and other free time activities. However, there are also networking web sites, which are oriented towards more »serious« topics like science, technology and business. In the table 2 some most popular web sites from this cathegory are shown. 

Table 2: Science and business oriented web networks
	Web network
	Main focus
	Comments

	Epernicus
	Research
	Site for scienetists, free.

	ResearchGATE
	Research
	Professional network for scientists, free. 

	FledgeWing
	Start-ups
	One-stop shop for entrepreneurial students looking to springboard their careers and ideas, billable.

	Meettheboss
	Business
	Site for senior management, chargeable.

	Ryze
	Business
	Network for business growth, career and life building, job finding and sales making, free.

	Talkbiznow
	Business
	Web-based business community that provides business services for small businesses and professionals, free.  


Table 2 (cont.): Science and business oriented web networks

	Web network
	Main focus
	Comments

	LinkedIn
	Business
	Interconnected network of experienced professionals from around the world, representing 170 industries and 200 countries, chargeable.

	XING
	Business
	Global business network, free.

	GibLink
	Business
	Provides a platform for marketing and promoting business, finding new opportunities, free.

	Quirky
	Development
	Social product development community


While most, but not all, social networking sites are free, this is not the case with most of the business networking sites. Most of the business sites offer some kind of a compensation plan, to encourage users to invite their business contact and earn a stream of income but all compensation plans are created equal. 

Some common caracteristics od social networks:

· They allow users to sommunicate with a large group of people. They will be like mined people who share the common goal of marketing some type of business. 

· They are in general easy to use and understand. With basic computer and internet skills users can create valuable contacts and business leads. 

· They allow many home business entrepreneurs to make contacts, and build relationships online. 

· They allow learning about business marketing, because all users share their experience.

· They allow different tools such as classified ads, blogs, groups to create or join, the ability to upload streaming video, etc.

· By registering and paying membership fee a user can create its own profile or online webpage. Membership allows the users to contact other users, join or create focused groups, and makes them visible to other users. 
Conclusion
Open innovation brings new perspective into business world. The concept allows the companies to easily access knowledge from outside the company, which will bring added value for their clients, and gives them new business opportunities resulting from the knowledge creadted and developed within the company. The most interesting and powerfull tool in open innovation are web-based social networks. They offer easy to learn and use platforms for establishing new business opprotunities and contacts. Specially, such networks can be good business tool for micro and small companies, which developed new knowledge and technology. By regular use of the networks they could extend their market and significantly increase their size.   
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