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The Open Innovation Paradigm

Open innovation
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Innovation

A Unfolding of economies
A Ongoing evolution; change in structure

Ongoing disruptive discoveries in technology and
their incorporation in the economy




Creative Destruction = Innovation

NEvery act of creation i1 s first an




History Is Our Guide
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Industrial

Handcrafting: factory and mill system

Railway

Connecting: commerce & steam power

Steel and Electrical

Mass engineering: electrification

Manufacturing Age

Mass production: autos & cheap goods

I'T

Microprocessor: everything digital



Does |IT Matter?

“Paradise Lost”
“The Industry Has Entered
Its Post—Techno ogical Period”

“LT. Doesn’t Matter” :Lievicl diiines Haylay

“Has Technol
Its ‘Special’ Status?”



Increasing Business Competition
Average lifetime in S&P 500
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Virtuous Cycle of Innovation:
A Microsoft Point of View
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Licensing Principles:
Three Major Models Exist

1. GNU Public License (GPL)
A Developed for use with UNIX operating system
A Work freely distributed under the same licensing terms as the original
A Often called the “viral” open source license
2. Lesser General Public License (LGPL)
A For use with data libraries and other collections
A Applies to the program itself, but not to linking programs
3. Berkeley Software Development (BSD)
A Developed for Berkeley UNIX
A 1Is non-viral: Derivative works not subject to original open source terms

A May therefore be more attractive for commercial use
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Patents: A Currency of Innovation

Pipeline Adjusted Adjusted
Rank Company/Organization, Country 2‘30‘3“[:2 Gl:xmih Tlr‘:;L.'c‘te Gts:ti"o-ns ;I,'rgg:c‘te Gz.r‘::::a?rety Ot:gter::}:ypl'?gevme pli’%evme
Computer Systems and Software
1 Microsoft Corp., U.S. 1469 194 1.39 24% 1.39 1.35 1 5300 5300
2 International Business Machines Corp., U.S. 3651 1.23 096 14% 0.96 1.04 1 4459 4459
3 Hewlett-Packard Co., US. 2115 116 105 18% 1.05 1.16 1.06 3157 3157
4 ToshibaCorp., Japan 1987 1.34 097 20% 0.97 1.01 093 2421 2421
5 Digimarc Corp., U.S. 77 214 332 56% 246 2.42 1.28 1695 1254
6 Sun Microsystems Inc,, U.S. 849 119 1.05 18% 1.05 114 1.03 1248 1248
7 Fujitsu Ltd., Japan 1674 1.24 0.76 9% 0.76 0.82 09 1168 1168
8 ElnkCorp., US. 24 1.85 5 75% 273 5 146 1617 884
9 NEC Corp., Japan 1083 1.05 0.63 5% 0.63 0.63 096 435 435
10 Oracle Corp., US. 21 201 1.01 22% 1.01 1.03 09 396 396
11 Symantec Corp., U.S. 84 1.91 1.52 8% 1.52 1.46 1.03 364 364
12 First Data Corp., US. 55 2.29 173 46% 1.46 1.64 1.04 372 313
13 SAP AG, Germany 57 2.59 115 14% 115 1.61 113 308 308
14 Cadence Design Systems Inc., U.S. 124 1.16 1.8 43% 1.56 1.55 084 336 291
15 National Instruments Corp., U.S. 74 1.76 1.28  40% 1.16 1.45 1.16 281 253
16 ArrayComm Inc., U.S. 27 1.59 202 20% 202 2.84 1.01 249 249
17 Veritas Software Corp. (subsidiary of Symantec), U.S. 62 2.07 149 14% 149 1.28 1.01 248 248
18 Openwave Systems Inc., U.S. 27 193 2.05 6% 2.05 2.01 1.1 239 239
19 McAfeelnc., US. 71 1.34 1.39 14% 1.39 1.55 103 21 21
20 Delllnc, U.S. na 09 1.16 10% 116 1.32 111 180 180
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Source: IEEE Spectrum, November 2007
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Standards: Three Major Models

1. Aform of IP pooling in which multiple IP owners act together to
enable technologies or scenarios that would otherwise require many
complex license deals (and thus be unlikely to happen). MPEG is a
good example of this.

2. Standardization activities can be opportunities for collective design

across several companies with lower R&D cost risk.

3. In agreeing on a standard, IP owners agree to license use of their IP

more cheaply or conveniently in exchange for achieving more
widespread use. Rewards to the IP owner can come in the form of
(a) direct license fees or in (b) better development of a market for
products that use the standard.



Internet Evolution
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WS™: Reduce Dependencies

_ _ Web Services
Example of a tightly coupled solutiofervice Oriented Architecture

Your
You Partner
Programming Programming
Language Language
Database Agreements Database
Object Model Object Model
Operating Schema Operating
System System
Application Application

Server Server
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Previous Attempts

A B2B
A EDI
A CORBA, ebXML
A Marketplaces

© 1998 Randy Glasbergen. E-mail: randyg@ norwich.net www.norwich. net’~randyg/toon.htmi

A EAI —
A APPC
A Adapters SUASBER GEn—
A RMI, DCOM “Frankly sir, we’re tired of being

on the cutting edge of technology.”

All were niche (tightly coupled) solutions
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The Magic of Software

Creates New Market Opportunities

Personal Social
Networks o Networks

Ccustomer
Business Relationship
Networks Networks

Value Chain Scientific
Networks Networks



This Can Not Happen Until
“The System” Is Trustworthy




