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Open innovation is a business management model for innovation that promotes
collaboration with people and organizations outside a company. Encouraging such

practices across European firms can be a driver for innovation and
competitiveness.
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Open  innovat ion  i s  a

bus iness  management

model  fo r  innovat ion

that  promotes

co l laborat ion  with

people  and

organizat ions  outs ide  a

company .  Encourag ing

such  pract ices  across

European  f i rms  can  be  a

dr iver  fo r  innovat ion

and  compet i t i veness .



For  years ,  the  s tock  pr ice  of  Tes la  has

been  soar ing .  Although  they  compete

with  power fu l  incumbents ,  they  seem

to  have  gained  investor 's  t rust  and

regular l y  in t roduce  innovat ions  that

push  the  ent i re  indust ry  fo rward .  How

do  they  sca le  and  grow  so  fas t ?  Part  of

the  answer  roots  back  to  the  year  2014

when  Tes la  decided  to  open -source  i t s

patents  and  encourage  other

companies  to  use  i t s  in te l lectua l

property .

In  hinds ight ,  that  s t rateg ic  move  shows

that  Tes la 's  management  team  was

aware  of  the  power  of  an  open  and

hol i s t ic  perspect ive .

The  car  manufacturer  recognized  the

need  fo r  an  enabl ing  env i ronment  to

sca le  the i r  elect r ic  cars ,  something  they

couldn ' t  do  a lone .  They  needed

partners  that  would  bui ld  charg ing

stat ions  and  of fer  serv ices  to  create  the

in f ras t ructure  to  support  elect r ic

vehic les .  By  putt ing  i t se l f  at  the  center

o f  an  ecosystem  of  partners  and  by

act ive ly  seek ing  col laborators ,  Tes la

la id  the  groundwork  fo r  i t s  explos ive

growth .

Even  though  engaging  with  the i r

sur roundings  i s  not  part icu lar l y  nove l

for  organizat ions ,  most  act iv i t ies

outs ide  a  f i rm 's  boundar ies  happen  in  a

sporadic  and  unst ructured  manner .  
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Open  Innovat ion  descr ibes  the

integrat ion  of  externa l  knowledge  in to

an  organizat ion  by  us ing  a  var iety  of

too ls  and  methods ,  l i ke  acce lerators ,

incubators ,  IP  l i cens ing ,  jo int  ventures ,

partnersh ips ,  innovat ion  consor t ia ,

innovat ion  hubs ,  open -source

plat forms ,  or  corporate  venture  capi ta l

investments .

The  open  innovat ion  paradigm  goes

beyond  the  so le  externa l izat ion  of  R&D

act iv i ty  but  rather  re f lects  a

fundamenta l  change  in  how

organizat ions  acqui re ,  use ,  and  manage

the i r  knowledge .  New  mindsets  and

bus iness  models  emerge  such  as  open -

source  so f tware  l i ke  the  L inux

operat ing  sys tem ,  which  was  created

through  c lose  col laborat ion  of

establ i shed  organizat ions ,  suppl ie rs ,

s tar t -ups ,  users ,  ind iv idua ls ,  and

producers  of  re lated  products .

Organizat ions  that  success fu l l y

implemented  open  innovat ion

pract ices  are  character ized  by  a  growth

mindset ,  cur ios i ty ,  and  a  cul tura l

env i ronment  that  encourages

exper imentat ion  and  even  fa i lu re .  The

CEO  of  Microsof t ,  Satya  Nadel la ,

descr ibes  th i s  mindset  by  the  way  his

employees  th ink  about  innovat ing .

Ins tead  of  suggest ing  ideas ,  he  s tates ,

"what  i f  you  sa id ,  ' I  have  a  new

hypothes i s ,  le t 's  go  tes t  i t ,  see  i f  i t 's

va l id ,  ask  how  quick ly  can  we  va l idate

i t . '  And  i f  i t 's  not  va l id ,  move  on  to  the

next  one . "  This  k ind  of  mindset  fos ters

creat i v i ty  and  takes  away  the  fear  of

fa i lu re .  After  a l l ,  the  worst  th ing  that

can  happen  i s  that  a  hypothes i s  i s  not

va l id .

However ,  these  open  innovat ion

pract ices  are  eas ie r  sa id  than  done .  The

organizat iona l  s t ructure  and  decis ion -

making  processes  need  to  enable

exper imentat ion  and  col laborat ion  in

s imple  and  fas t  ways ,  whi le  avo id ing

interna l  bureaucracy  which  produces

f r ic t ion .  Such  s t ructures ,  and

Microsof t 's  cul tura l  sh i f t  f rom  "know  i t

a l l "  to  " learn  i t  a l l , "  i s  exemplary  of  an

open  and  learn ing  organizat ion  that

looks  beyond  i t s  boundar ies

Tes la 's  incumbent  compet i tors

t rad i t iona l l y  focused  on  economies  of

sca le ,  s t rong  in terna l  R&D  act iv i ty ,  and

contro l  over  the i r  supply  cha in .  This

has  changed  and  organizat ions  have

sh i f ted  the i r  focus  f rom  pure ly  in terna l

R&D  act iv i t ies ,  towards  opening  up

and  explor ing  outs ide  innovat ion  more

thoroughly .  This  can  be  summar ized  as

'Open  Innovat ion  (OI ) ' .  Put  s imply ,

ins tead  of  doing  everyth ing  ins ide  the

four  wal l s  of  the  bus iness ,  innovat ion

is  generated  by  access ing ,  harness ing ,

and  absorb ing  externa l  knowledge

across  the  f i rm ,  both  f lowing  in  and

going  out .  

Future -proof  organizat ions  recognize

that  the  t rad i t iona l  understanding  of

what  an  organizat ion  i s  and  where  i t s

boundar ies  l i e  have  changed .  Many

companies ,  predominate ly  f rom  the

dig i ta l  space ,  have  sh i f ted  the i r

emphas i s  on  leverag ing  networks

where  partners  share  data ,  code ,  and

sk i l l s .  They  recognize  that  there  are

more  capabi l i t ies  fo r  innovat ion  in  the

marketp lace  than  what  they  can

create  on  the i r  own .  Fol lowing  the

understanding  that  "not  a l l  the  smart

people  work  fo r  us " ,  these  companies

act ive ly  seek  col laborat ion  and

partnersh ips  to  sca le  innovat ions .

Scholars  emphas ize  that  future - f i t

companies  embrace  (and  that  l aggards

are  s low  to  accept )  the  fact  that

sources  of  va lue  are  increas ing ly  and

constant ly  changing .  Leading

organizat ions  are  blur r ing  the i r

boundar ies  and  embrac ing  agi l i t y  over

a  mechanica l  water fa l l  approach .  I t  i s

important  to  note  that  open

innovat ion  should  not  be  confused

with  “ f ree ly  ava i lab le ”  as  in  “no

ownersh ip ”  and  “no  const ra ints  on  IP . ”  

Organizat ions  f ind  themselves

conf ronted  with  a  broad  too lbox  of

open  innovat ion  methods .  These  enta i l

constant  in teract ion  with

stakeholders ,  technology ,  and

employees .  



Dig i ta l  technolog ies  br ing  constant  and  ever -

increas ing  speed  and  change  to  most  indust r ies ,

demanding  incumbents  to  innovate .  Ult imate ly ,  the

combinat ion  of  border less  connect iv i ty ,  lower

t ransact ion  costs ,  unprecedented  automat ion ,

network  ef fects ,  and  sh i f t ing  demographics  has

g iven  r i se  to  dig i ta l  upstar ts  in  the  US  and  China .

Amazon ,  Facebook ,  Tes la ,  Google ,  Al ibaba ,  and

Tencent  to  name  jus t  a  few ,  are  a l l  examples  of

companies  that  cont inue  to  innovate ,  and  win ,  in

bold  new  ways .

Notably ,  most  of  these  companies  are  plat form

bus iness  models .  Such  plat forms  are  undoubtedly  a

key  dis ruptor  of  the  bus iness  wor ld  by  br ing ing

together  di f fe rent  actors  (di f fe rent  s ides  of  a

plat form )  and  enabl ing  them  to  work  together .

Apple ’s  AppStore  and  iPhone ,  fo r  example ,  enable

independent  deve lopers  to  create  appl icat ions  and

reach  a  l a rge  number  of  users .  Plat forms  connect

actors  that  were  unconnected  before  and  make  i t

eas ie r  to  div ide  work .  Some  actors  might  prov ide

data ,  whi le  others  bui ld  addi t iona l  serv ices  on  the

plat forms  or  of fe r  unique  ins ights .  

Bes ides  a l l  these  promis ing  advantages  of  open

innovat ion ,  corporat ions  s t i l l  hes i tate  as  they  fear

the  explo i tat ion  of  the i r  resources  (most  notably

data )  by  others  and  ment ion  that  the  protect ion  of

the i r  propr ietary  in te l lectua l  property  i s

cha l leng ing .  Moreover ,  managing  such  open

innovat ion  pract ices  i s  character ized  by  complex

and  f ragmented  act iv i t ies ,  as  wel l  as  increas ing ly

heterogeneous  and  in terdependent  actors .

Employees  and  managers  s t ruggle  with  th i s  k ind  of

d is t r ibuted ,  decentra l i zed ,  and  part ic ipatory  way  of

innovat ing .

Despi te  th i s ,  there  i s  a lso  good  news  fo r

incumbents .  The  emergency  react ion  and

vacc inat ion  deve lopment  to  the  Cov id - 19  pandemic

i l lus t rated  the  power  of  col laborat ion .  Even  the

most  t rad i t iona l  companies  began  to  recons ider

co l laborat ion  and  came  together  to  work  openly  at

an  unprecedented  l eve l ,  putt ing  the  abi l i t y  to

create  va lue  before  the  opportuni ty  to  make  a

prof i t  in  the  short - te rm .  Siemens ,  fo r  example ,

opened  up  i t s  Addit i ve  Manufactur ing  Network  to

other  companies  that  wanted  to  produce  medica l

dev ices .  Researchers  wor ldwide  shared  best

pract ices  about  deve lop ing  a  vacc ine ,  which

resu l ted  in  mult ip le  vacc ines  gett ing  to  the  market

in  record  t ime .  Cov id - 19  could  be  a  turn ing  point

towards  a  more  col laborat i ve  and  open  bus iness

wor ld .

Tak ing  a l l  th i s  together ,  three  themes  emerge .

F i r s t ,  the  knowledge  that  i s  requi red  to  in t roduce

success fu l  innovat ions  of ten  res ides  outs ide  a

f i rm 's  boundar ies .  Future - f i t  companies  engage

with  and  in tegrate  externa l  partners  and  v iew

them  as  an  extens ion  of  themselves .  Second ,  to

success fu l l y  innovate  openly ,  companies  need  to

establ i sh  an  enabl ing  env i ronment  fo r  the i r

employees  re in forced  by  the  company  cul ture ,

dec is ion -making  processes ,  and  organizat iona l

s t ructures .  Last l y ,  the  Cov id - 19  pandemic  has

i l lus t rated  the  potent ia l  benef i t s  of  open

innovat ion  and  (hopefu l l y )  marks  a  potent ia l

turn ing  point  to  our  economic  sys tems .  



A  hundred  years  ago ,  Europe  was  the

global  powerhouse  of  innovat ion .  We

invented  the  car ,  t rans i s tors ,  and

ant ib iot ics .  However ,  Europe  los t  i t s

edge :  today ,  despi te  some  notable

except ions ,  many  innovat ive  companies

are  found  e lsewhere .  We  s t i l l  have  many

prof i tab le  companies  in  the  area  of

indust r ia l  manufactur ing ,  automot ive ,

or  pharmaceut ica l s ,  but  over  the  l as t

decades ,  dis rupt ive  innovat ions

emerged  e lsewhere .  Europe  i s  fa l l ing

behind  the  United  States  and  China  in

growing  sectors  as  wel l  as  in  areas  of

the  future  such  as  dig i ta l  plat forms ,

genomics ,  quantum  comput ing ,  and

art i f i c ia l  in te l l igence .

Notably ,  dig i ta l i zat ion  has  a lso  been

s ign i f icant ly  s lower  in  Europe  than  in

compet ing  reg ions .  Everyone  who  has

t rave led  by  t ra in  in  Germany  knows

about  the  l ack  of  phone  coverage  or  the

inabi l i t y  to  pay  with  credi t  cards  in

many  shops .  The  number  of  dig i ta l

s ta r tups  that  success fu l l y  enter  the

market ,  as  wel l  as  the  share  of  the

revenue  f rom  dig i ta l  of fe r ings  of

incumbents  are  s ign i f icant ly  smal le r

than  in  the  United  States .  In  addi t ion ,

China  and  South  Korea  have  a lso  been

leapf rogging  ahead  of  western

economies .

European  companies  spend  l ess  on

innovat ion  than  the i r  global

compet i tors  and  the i r  innovat ion

systems  appear  to  be  l ess  dynamic .

Despi te  growing  awareness  of  the  need

to  innovate  and  a  gradual  upwards

t rend  in  innovat ion  per formance ,

fu r ther  ef for ts  are  needed  to  ensure

Europe 's  global  compet i t i veness  in  the

future .  

O P E N  I N N O V A T I O N  I S  M O R E  W I D E L Y  U S E D  I N

T H E  U S ,  W H E R E A S  M O S T  E U R O P E A N  A C T O R S

A R E  J U S T  S T A R T I N G  T O  T U R N  I N T E N T I O N

I N T O  A C T I O N .
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Much  of  the  Amer ican  resurgence  came

from  the i r  abi l i t y  to  invent  new

indust r ies ,  to  tes t  new  dis rupt ive

bus iness  models ,  and  to  success fu l l y

establ i sh  them .  This  abi l i t y  came  hand  in

hand  with  a  more  fundamenta l  change  in

how  the  Amer ican  innovat ion  sys tems

funct ion .  

Compared  to  European  companies ,  the i r

Amer ican  counterpar ts  sh i f ted  focus  f rom

interna l  R&D  with in  l a rge  bus inesses  and

gave  way  to  externa l  sourc ing  of

technology  –  open  innovat ion .  The

extens ive  emergence  and  ut i l i zat ion  of

p lat form  bus iness  models  in  US

companies  demonst rates  th i s  point .  

Despi te  the  chal lenges  to  change  the

innovat ion  sys tems  of  European

companies  and  the  di f f icu l t ies  to  manage

open  innovat ion  processes ,  there  are  an

increas ing  number  of  European  managers

who  seem  to  unders tand  the  long - te rm

benef i t s  of  doing  so .
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L E V E R A G I N G  E U R O P E ' S  D I V E R S I T Y  A N D

I N D U S T R I A L  E X P E R I E N C E  I N  C O L L A B O R A T I V E  

W A Y S  T O  C O M P E T E  I N  F U T U R E  M A R K E T S .

·Open Innovat ion .  As  descr ibed  above ,  a

key  to  innovat ion  l i es  in  cont inu ing  to

pursue  col laborat ion  and  open  innovat ion

pract ices .  European  regulators  and

innovators  can  col laborate  to  bui ld  an

enabl ing  env i ronment  to  make  such  open

innovat ion  act iv i t ies  eas ie r .  Current ly ,  there

are  many  di f fe rent  in i t ia t i ves  being

deve loped .   For  example ,  to  better  connect

d i f fe rent  s takeholders  and  l everage  the

st rengths  of  network ing ,  the  European

Strateg ic  Cluster  Partnersh ips  (ESCP )

deve loped  a  " t r ip le  hel ix  model "  of

innovat ion .  This  model  descr ibes  how

intermediar ies  connect  and  organize

univers i t ies ,  companies ,  and  governments  to

co l laborate .  However ,  these  in i t ia t i ves  have

not  yet  rece ived  enough  attent ion  and

resources .  We  need  more  dedicated ,

coord inated  tes t ing  areas ,  or  sandboxes ,

where  s takeholders  of  key  technolog ies  can

come  together  and  co -create .

Avoid the trap of  focusing on technology
alone .  European  companies  need  to

unders tand  that  success fu l l y  ut i l i z ing  open

innovat ion  requi res  a  cul tura l  and  mindset

change .  Companies  ought  to  reth ink  the i r

dec is ion -making  processes  and  encourage  a

cul ture  that  i s  open  and  exper imenta l  –

unders tanding  fa i lu re  as  a  source  of

learn ing  and  not  blame  or  shame .

·Bui ld ing on exist ing academic  strengths
and ski l ls .  European  univers i t ies  have

a lways  had  part icu lar l y  s t rong  researchers

that  work  on  fundamenta l  research .

Trans lat ing  these  ins ights  in to  commerc ia l l y

v iab le  bus iness  models  by  col laborat ing

with  diverse  actors  would  help  Europe  to

emerge  as  the  l eader  in  future  technolog ies .

Good  examples  are  in i t ia t i ves  l i ke  the

SPRIN -D  in  Germany ,  the  federa l  agency  fo r

d i s rupt ive  innovat ion ,  that  br ings  together

th inkers  f rom  sc ience  and  bus iness  and

prov ides  a  sandbox  to  t rans late  advanced

research  ins ights  in to  bus iness  models .  M A R C H  2 0 2 1
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Innovat ion  i s  fa r  f rom  dead  in  Europe .

Growth  i s  recover ing  and  there  i s  an

opt imis t ic ,  v ibrant  momentum  in  the

reg ion  that  i s  fos ter ing  a  renewed  sense

of  ambit ion .  In  recent  years ,  many

incumbents  establ i shed  s tar t -up

acce lerators  that  exempl i f y  a  move

towards  open  innovat ion  and  towards

co l laborat ion  with  s tar tups .  Many

Corporate  Venture  Capi ta l  Funds

emerged  recent ly  that  a im  to  connect

innovat ive  s tar tups  with  the

corporat ion 's  core  bus iness .

The  European  ecosystem  i s

character ized  by  many  high - tech

indust r ies  where  the  ra te  of  innovat ion

is  rap id  and  where  knowledge  i s

d i s t r ibuted  across  mult ip le

organizat ions ,  making  i t  di f f icu l t  to

innovate  a lone .  Which  in  theory ,  i s  the

per fect  env i ronment  fo r  open

innovat ion  approaches .  The  mindset

sh i f t  to  open  innovat ion  approaches  can

al ready  be  observed  in  these  indust r ies

today .

There  are  a  few  key  recommendat ions

for  how  European  companies  could

become  more  innovat ive  aga in .



 There  are  a lso  more  and  more  univers i ty

acce lerators  l i ke  the  UnternehmerTUM  in

Munich  which  support  the i r  s tudents  and

researchers  with  capi ta l  and  ass i s tance .

Focusing on B2B .  The  next  play ing  f ie ld  of

innovat ion  wi l l  l i ke ly  be  more  or iented  to

bus iness - to -bus iness  (B2B )  than  bus iness - to -

consumer  (B2C )  enterpr i ses ,  with  many

technolog ica l  appl icat ions  centered  on

di f fus ion  across  indust r ies  and  supply

cha ins .  Europe  his tor ica l l y  has  a  s t rong

standing  around  indust r ia l  manufactur ing

and  B2B  appl icat ions .  Dr iv ing  col laborat ion

and  open  innovat ion  in  th i s  area  seems

advantageous .

Sustainabi l i ty  Tech and wicked problems.
Corporates  are  pledging  bi l l ions  of  euros  to

achieve  net -zero  emiss ions ,  governments  are

putt ing  ambit ious  c l imate  pol ic ies  in  place

and  an  ever -growing  number  of  consumers

are  putt ing  env i ronmenta l  concerns  f i r s t .  Put

s imply ,  susta inabi l i t y  and  in  part icu lar ,

c l imate  per formance  wi l l  become  a  core

va lue  creator  of  our  economy .  Cl imate

change  i s  a  highly  complex  and

interconnected  chal lenge ,  of ten  descr ibed  as

a  wicked  problem .  Due  to  the i r  complex

nature ,  wicked  problems  should  be

approached  col laborat i ve ly  as  no  ind iv idua l

actor  can  so lve  them  independent ly .

There fore ,  open  innovat ion  fo r  c l imate

change  i s  a  huge  opportuni ty  and  European

inst i tut ions  l i ke  the  plat form  Cl imate -KIC

can  guide  the  way .

Leverage Divers i ty .  Europe  can  compensate

for  i t s  f ragmentat ion  with  openness  and

connectedness .  Divers i ty  i s  a  dr iver  fo r

innovat ion  and  Europe  has  much  of  i t .  But

there  i s  a  need  fo r  more  ef for t ,  coord inat ion ,

and  communicat ion  in  indust ry  and  pol i t ics .

In  s imple  words ,  Europe  re l ied  too  much  on

the i r  ex i s t ing  indust r ies  and  missed  out  on

many  opportuni t ies  to  dis rupt  themselves .

However ,  i t 's  not  too  l a te  and  there  are  good

reasons  to  bel ieve  that  Europe 's  bus inesses

can  thr i ve  aga in .  But  we  must  act  now  –  by

being  more  dec is i ve  and  more  ambit ious ,

bui ld ing  on  our  s t rengths  and  the  European

spi r i t  of  col laborat ion  and  uni ty .
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