
1

Business models in Open Innovation Business models in Open Innovation 

and Commercialization and Commercialization ––

a static and a dynamic a static and a dynamic appraochappraoch

MMüünchnernchner--KreisKreis

Wim Vanhaverbeke Wim Vanhaverbeke 

Hasselt Hasselt UniversityUniversity / TU Eindhoven/ TU Eindhoven

Thursday,  April 24, 2008Thursday,  April 24, 2008

The static approach :The static approach :

Understanding the role of BMs in OIUnderstanding the role of BMs in OI



2

** DYNEEMA: DYNEEMA: DSMsDSMs strongest fiberstrongest fiber (20 times stronger than steel)(20 times stronger than steel)

-- Customers are not interested in technical characteristics ofCustomers are not interested in technical characteristics of

the productthe product

-- Translate Translate product characteristicsproduct characteristics into sales argumentsinto sales arguments

= show value of the product in the customer= show value of the product in the customer’’s value s value 

chainchain

(e.g. (e.g. DyneemaDyneema in fishing nets: stronger, smaller in fishing nets: stronger, smaller fibresfibres, less resistance, less fuel , less resistance, less fuel 

costs, OR higher speed, higher fishing productivity)costs, OR higher speed, higher fishing productivity)

-- Make sure you can convince the whole value system Make sure you can convince the whole value system 

the final customer the final customer ((DyneemaDyneema in airbags)in airbags)

Technology has no value in itselfTechnology has no value in itself

Value is determined by its BMValue is determined by its BM

Why business models are hard to Why business models are hard to 

manage: Mapping across domainsmanage: Mapping across domains

Technical Technical 

Inputs:Inputs:

e.g.,e.g.,

feasibility,feasibility,

performanceperformance

EconomicEconomic

Outputs:Outputs:

e.g.,e.g.,

value,value,

price,price,

profitprofit

Business 

Model

• target market

• value prop.

• key attributes

• value chain

• how paid

• value network

Measured in technical domainMeasured in technical domain Measured in social domainMeasured in social domain
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The Business Model

�� Identifies a Identifies a market segmentmarket segment
�� Users to whom the technology is useful and the purpose for whichUsers to whom the technology is useful and the purpose for which

it will be usedit will be used

�� Articulates the Articulates the value of the proposed offeringvalue of the proposed offering
�� Value created for users by the offering based on the technologyValue created for users by the offering based on the technology

�� Focuses on the Focuses on the key attributes of the offeringkey attributes of the offering

�� Defines the Defines the value chainvalue chain to create and deliver that to create and deliver that 

offering offering (+ complementary assets)(+ complementary assets)

�� Creates Creates a a way for getting paidway for getting paid

�� Cost structure and target marginsCost structure and target margins

�� Establishes the Establishes the value network / ecovalue network / eco--systemsystem needed needed 

to sustain the modelto sustain the model

What is Open Innovation?

““Open innovation is the use of purposive Open innovation is the use of purposive 

inflows and outflows of knowledge to inflows and outflows of knowledge to 

accelerate internal innovationaccelerate internal innovation, and , and expand expand 

the markets for external use of innovationthe markets for external use of innovation, , 

respectively.respectively.””

Chesbrough, Vanhaverbeke, WestChesbrough, Vanhaverbeke, West

Open Innovation: Researching a New Paradigm Open Innovation: Researching a New Paradigm (Oxford, (Oxford, 

2006)2006)
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A Closed Innovation SystemA Closed Innovation System

ResearchResearch

InvestigationsInvestigations
DevelopmentDevelopment New ProductsNew Products

/Services/Services

The

Market

-

BM

Science

&

Technology

Base

R D
Source: Henry ChesbroughSource: Henry Chesbrough

Current

Market

- BM0

Internal

Technology

Base

R D

OI: Filling the gaps with external technologyOI: Filling the gaps with external technology

Technology Technology InsourcingInsourcing

External

Technology

Base
External research projectsExternal research projects

Venture investingVenture investing

Technology inTechnology in--licensinglicensing

TechnologyTechnology

acquisitionacquisition

Source: H. Chesbrough, Source: H. Chesbrough, Sloan Management Review, Sloan Management Review, Spring 2003Spring 2003
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Current

Market –

BM0

Internal

Technology

Base

R D

OI: Growing new businesses and profiting from OI: Growing new businesses and profiting from 

othersothers’’ use of your technologyuse of your technology

Technology Insourcing

New 

Market
- BM1

Technology Spin-offs

External

Technology

Base

Other Firm’s 

Market

- BM2

Licensing

Source: H. Chesbrough, Source: H. Chesbrough, Sloan Management Review, Sloan Management Review, Spring 2003Spring 2003

Evaluation of business opportunitiesEvaluation of business opportunities

€€
Abandon License

or Sell
Joint  
Venture/
Spin out

Develop

New 
Business

Utilize in 
present

business

Donate

High

Fit

with 

DSM

Low

Low Attractiveness High
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The best BM for a technology?

�� Glowing carpets: Glowing carpets: LEDsLEDs in carpets in carpets 

�� What is the best application / market? Hotels? What is the best application / market? Hotels? 

�� JV with one carpet manufacturer?JV with one carpet manufacturer?

�� Creativity: wisdom of communitiesCreativity: wisdom of communities

�� Different BMs / application as a technology Different BMs / application as a technology 
becomes less experimentalbecomes less experimental

�� 3D TV3D TV

�� Quick detection substances in liquids: first not Quick detection substances in liquids: first not 
in medical  applications but interesting for in medical  applications but interesting for 
traffic controlstraffic controls

Non-consumers are the ideal initial target

© Copyright 2004 Clayton M. Christensen.
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ResearchResearch DevelopmentDevelopment

The open innovation and commercializationThe open innovation and commercialization

New 

Adapted from: A. Adapted from: A. GauleGaule (2006), (2006), Open innovation in ActionOpen innovation in Action

CommercializationCommercialization

Identify potential Identify potential 

marketsmarkets

Company visionCompany vision

Use partnerships to Use partnerships to 

accelerate R&Daccelerate R&D

Identify strong Identify strong 

innovationsinnovations

DiscontinuityDiscontinuity
New 

Existing 
Internal Internal 

R&D R&D 

sourcessources

External External 

R&D R&D 

sourcessources
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Open commercializationOpen commercialization

Value added created by a value Value added created by a value 

network: network: 

group vs. group competition group vs. group competition 
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The The FlavrFlavr SavrSavr tomatotomato

CalgeneCalgene 19941994 Flavr Savr Traditional

The Flavr Savr tomato ripens 

on the vine – resulting in fuller 
flavor. It is modified so that it 

remains firm after harvesting.

The traditional tomato 

must be harvested while 
it is still green and firm 

so that it is not crushed 

on the way to the 

supermarket.

The traditional tomato is 
sprayed with ethylene  after 

shipping to induce ripening

Ripe but 

decreased 
Flavour.

Ripe and 

Increased 
Flavour +

Longer shelf 

live

SupermarketSupermarket

TwoTwo examplesexamples fromfrom CalgeneCalgene: : 

FlavrFlavr SavrSavr tomatotomato

Calgene

11 growers

7 packers

40 (+60) 

grocers

Consumers

Lots of 
channel 
partners 
required

Motivation?
Why would they partner with Calgene? 
Value proposition?

Why take on channel partners?
- to assure supply

- to reap retail margins

Value proposition:

Better taste for 2.5 to 3.5 times the price

Fresh tomato market :$ 5 billion
Flavr Savr:
30% of premium + 15% premium of superpremium = 

$ 375 million. How realistic is this? 

seeds

tomatoes
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TwoTwo examplesexamples fromfrom CalgeneCalgene: : 

BromotolBromotol CottonseedCottonseed (herbicide (herbicide resistantresistant))

Calgene

All growers

Distributors / 

Manufacturers

Retailers

Consumers

All the 
action is 
here

Value proposition

- increased yield
- increased market share

Result :
- increased margin

- increased market share

No changes for these groups

seeds

Cotton

Clothing

ValueValue constellationsconstellations fromfrom

a management point of viewa management point of view

VCVC--wide value creationwide value creation
•• Rel .attractiveness of product offeringRel .attractiveness of product offering

•• Configuration of VCConfiguration of VC

•• Value driversValue drivers

•• EtcEtc……

Value distribution Value distribution 

among VCamong VC--playersplayers

•• Everyone should be better offEveryone should be better off

than in competing offeringsthan in competing offerings

VCVC--managementmanagement

•• External transaction managementExternal transaction management

•• Supporting activitiesSupporting activities

•• Specialized assetsSpecialized assets

•• EtcEtc……

Set up strategiesSet up strategies
•• Thin market problemsThin market problems

•• Risk sharing (contracts)Risk sharing (contracts)

•• EtcEtc……

Competing offeringsCompeting offerings
•• Existing and newExisting and new

GovernmentGovernment
•• E.g. environmental policyE.g. environmental policy
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License scheme of License scheme of BekaertBekaert & Continental& Continental
(technical standards)(technical standards)

SupplierSupplier ClientClient

Other Other 

clientsclients

Other Other 

supplierssuppliers

Proposal:Proposal:
•• X = X = ……% of net sales value of supplied product% of net sales value of supplied product

•• Supplier collects royaltiesSupplier collects royalties

•• CrossCross--license agreement between client and supplier implying:license agreement between client and supplier implying:

•• Supplier to supply "other clients" at X%Supplier to supply "other clients" at X%

•• "Other suppliers" to supply the client at X%"Other suppliers" to supply the client at X%

•• Supplier grants sublicenses to "other suppliers". The latter canSupplier grants sublicenses to "other suppliers". The latter can supply to supply to 

"other clients" at 2X%"other clients" at 2X%

0%0%

x %x %

2x %2x %

100%100%100%100% 60%: 60%: compensation for licensing activitiescompensation for licensing activities 40%40%

The dynamic perspective:The dynamic perspective:

Linking OI to long term growthLinking OI to long term growth
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Linking OI to long term growthLinking OI to long term growth
StartingStarting withwith::

CorporateCorporate growthgrowth strategystrategy

Philip's objectivesPhilip's objectives

Sales in 2005 30 billion EuroSales in 2005 30 billion Euro

55--6% CAGR 6% CAGR 

22--3% average organic growth in the next 5 years 3% average organic growth in the next 5 years ≈≈ 3.1 3.1 –– 4.8 billion Euro4.8 billion Euro

1010--15% operating profit15% operating profit

Profit & growth consequences new launches
Based on business launches of 108 companies

86%

62%

39%

14%

38%

61%

0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100%

Business launch

Revenue impact

Profit impact

Incremental improvements

Market creating opportunities

Source: Kim and Mauborgne – Blue ocean strategy
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CorporateCorporate growthgrowth strategystrategy

GrowthGrowth

OrganicOrganic growthgrowth

AcquisitionsAcquisitions

VenturingVenturing

CurrentCurrent applicationsapplications //

productsproducts

FutureFuture opportunitiesopportunities

VenturingVenturing as as anan integralintegral part of the part of the 

growthgrowth strategystrategy

GrowthGrowth

OrganicOrganic growthgrowth

AcquisitionsAcquisitions

VenturingVenturing

AlliancesAlliances
WithWith otherother companiescompanies oror

universitiesuniversities

ExamplesExamples: : AspartameAspartame, , 

DyneemaDyneema, , StanylStanyl

InternalInternal
New Business New Business DevelopmentDevelopment

ExamplesExamples: : MelapurMelapur, , SolutechSolutech, , 

PUFAsPUFAs

ExternalExternal

Venture Venture capitalcapital fundsfunds

Direct Direct investmentsinvestments

SpinningSpinning--inin (e.g. DSM (e.g. DSM 

BiologicsBiologics))
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Current Current ExtendedExtended New New 

Market  /  applicationMarket  /  application

O
ngoing innovation

O
ngoing innovation

N
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V&BDV&BD

R
adical

R
adical innovation

innovation

SuicideSuicide areaarea

BUsBUs

CreatingCreating newnew businessesbusinesses

Structuring dynamically new Structuring dynamically new 

businessesbusinesses

H1: H1: businesses are well businesses are well 

established but competitive established but competitive 

pressures increases and pressures increases and 

profits evaporateprofits evaporate

H2:H2: rapidly growing business; rapidly growing business; 

expected to contribute expected to contribute 

significantly to revenue and significantly to revenue and 

income in near futureincome in near future

H3: H3: emerging businesses; cuttingemerging businesses; cutting--edge edge 

technologies (e.g. 3D TV at Philips)technologies (e.g. 3D TV at Philips)

Market volumeMarket volume

TimeTime
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LT strategy at DSM:

Four innovation pockets

Strategic scope Strategic scope –– DSM 2005DSM 2005--20102010

Defining the Defining the EBAsEBAs
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DSM Innovation CenterDSM Innovation Center

Selection criteria for EBA

�� Field driven by global mega and technology Field driven by global mega and technology 
trendstrends

�� Building upon DSM capabilities: market Building upon DSM capabilities: market 
and technologyand technology

�� Perfect fit with the corporate portfolio Perfect fit with the corporate portfolio 
prioritiespriorities

�� Generate multiple business opportunitiesGenerate multiple business opportunities

�� Positive impact on DSM profilePositive impact on DSM profile
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Organizing for ambidexterity:Organizing for ambidexterity:

DSM OrganizationDSM Organization

Different time frames

�� Business Groups:Business Groups:

�� Launching products to exploit unmet market needsLaunching products to exploit unmet market needs

�� 11--4 years.4 years.

�� Cluster NBD:Cluster NBD:

�� Extending business / technology into emerging spacesExtending business / technology into emerging spaces

�� 33--7 years.7 years.

�� EBAEBA’’ss/Incubator:/Incubator:

�� Exploring and developing options for the futureExploring and developing options for the future

�� 55--10 years.10 years.
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How to understand LT OI strategy?How to understand LT OI strategy?

Corp. strategyCorp. strategy

formation processformation process

Capability Capability 

buildingbuilding

CV, incubating,CV, incubating,

etcetc……

OI contactsOI contacts

(e.g. universities,(e.g. universities,

startstart--ups, etcups, etc……))

Searching forSearching for

external partnersexternal partners

Which capabilitiesWhich capabilities

to build?to build?Enabling LT Enabling LT 

strategystrategy

Trends, customersTrends, customers

techntechn. development. development

LT opportunity LT opportunity 

recognitionrecognition

StratStrat. focus for. focus for

internal &internal &

external venturing external venturing 

Capability buildingCapability building

Implementing 

and 

organizing 

open 

innovation
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Practicing Open InnovationPracticing Open Innovation

�� WebsitesWebsites
�� http://www.openinnovation.nethttp://www.openinnovation.net

�� http://www.openinnovation.euhttp://www.openinnovation.eu

�� http://http://www.openinnovatie.nlwww.openinnovatie.nl

�� OnOn--line open innovation scanline open innovation scan

�� SeminarsSeminars
�� Customized management courses about OI Customized management courses about OI 

�� Cases and management tool developmentCases and management tool development

�� EuropeanEuropean Center Center forfor Open and Open and 
CollaborativeCollaborative InnovationInnovation

�� Masterclass CE and OI at High Tech Masterclass CE and OI at High Tech 
Campus Campus (24(24--28 November 2008)28 November 2008)


