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The aim of the article is studying the concept of open innovation in modern management of organizations and defining features of such management. By ana-
lyzing, systematizing and generalizing scientific works of foreign and domestic scientists, open innovations and their relevance to the present time have been
considered. In the course of the study the differences between the closed and open innovation models have been identified. Also the reasons of the wide use
of the open innovation model in companies’ activities have been defined. Examples of the application of the open innovation model by foreign and domestic
organizations are given and positive aspects of its introduction summarized. A list of the stages of transition of the enterprise to innovation activity within the
concept of open innovation is proposed. The differences in innovation activity under the models of open and closed innovation are determined. Prospects for
further research in this direction are to define the stages of introducing the concept of open innovation in the activity of modern organizations and to investigate

the expediency of their use by domestic enterprises.
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[fi3amkoecoka . 0., lapaghoHoea O. I. Ocobaugocmi ynpaeniHa
KOMMQHIAMU 3 BUKOPUCMAHHAM 8iOKpUMUX iHHoBayili

Memoto cmammi € docnidxeHHs noHAmMmMs 8ioKkpumux iHHosayili y cyyac-
HOMY YMpaeniHHi OpeaHi3ayiamu ma 8usHa4yeHHa ocobausocmeli Makozo
ynpaeninHA. [ocnidxeHHo 8idkpumi iHHogayii ma ix 3HaYeHHA 0 peanili
Cb0200eHHSA. BudineHo 8idmiHHOCMI M 3aKpuMUMU ma 8iOKPUMUMU iHHO-
sayiamu. OKpecaeHo MpUYUHU WUPOKO20 NOWUPEHHA 8IOKpUMUX iHHOBAYil
8 dianbHocmi Komnakil. HagedeHo npuknadu BUKOPUCMAHHA BIOKpUMUI
iHHoBaYjli 8 disnbHOCMI 3apybiXHUX Ma BIMYU3HAHUX Op2aHi3ayili ma nid-
KpecsieHo Mo3umusHi CMopoHU ix 8Mpo8ad#eHHs. 3anponoHO8AHO nepenik
emanie nepexody nionpuemcmea 0o iHHoBayiliHOI dianbHOCMI 8 pamKax
KoHyenyii 8iokpumux iHHogayitl. BusHayeHo 8iOMIHHOCMI ynpaeniHHa iH-
HosayjiliHOK OifibHICMI0 8 YMOBAX 8IOKPUMUX Ma 3aKpUMUX iHHO8aYi(.
IMepcnekmusamu noodanbwux 00CnidHeHs y OGHOMY HANPAMI € BUSHAYEHHA
nepesniky emarie 8nposad#eHHA KOHUenyii 8iOKpumux iHHosayili 8 cyyac-
HUX 0peaHi3auisx ma 00cnioxeHHA 00uinbHOCMI iX BUKOPUCMAHHSA 8iMYu3-
HAHUMU nidnpuemcmeamu.
Knwouosi cnoea: iHHosayiliHa disnbHicms, 8idkpumi iHHosayjl, ynpasniHHA
KOMNGHIAMU.
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nnovation activity is of particular importance in modern

life, since it influences the strategy, goals and methods —

the whole system of management of companies. It not
only creates a future image of the company but also deter-
mines its technology, product range, potential customers
and competitors, strategic market position. Today the speed
of innovation processes and output developments in the
market has increased significantly, so it is more appropriate
and beneficial to implement a public decentralized model -
a model of “open innovation”.
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[f3amkoeckas . 0., [apacghoHosa O. U. OcobeHHOCMU ynpaeneHus
KOMMGHUAMU C UCM0Ab308AHUEM OMKPLIMbIX UHHOBAYU

Lensto cmambu Aenfemca uccnedo8aHue MOHAMUA OMKPbIMbIX UHHOBA-
yuli 8 COBPEMEHHOM ynpasaeHuUU Op2aHU3AUUAMU U onpedeneHue ocobeH-
Hocmeli mako2o ynpasneHus. McciedosaHsl OmKpbimele UHHOBAYUU U UX
3HaYeHue 014 cospemeHHOCMU. BbideneHsl pazauyus mexdy 3aKpbimsimu
U OmMKpbimbImMu UHHosayuaMU. OnpedeneHsbl MPUYUHbI WUPOKO20 Pacnpo-
CMpaHeHuA OMKpLIMbIX UHHOBAYUL 8 deamensHocmu Komnarul. MMpuse-
OeHbl MpUMeps! UCMOb308AHUA OMKPbLIMbIX UHHOBAYUU 8 deamenbHocmu
30py6exHbIX U 0me4ecmBeHHbIX 0peaHU3aYUll U MOOYEPKHYMbI MOMOMU-
mesbHble CMOPOHbI UX 8HeOpeHUsA. [pednoxeH nepeyeHb 3marog nepexo-
0a npednpuAamuUA K UHHOBAYUOHHOU 0eamenbHOCMU 8 PaMKAX KOHUenyuu
OMKpPLIMbIX UHHOBAYUU. OnpedeneHbl Pa3AUYUA YnpasneHus UHHOBAYU-
OHHoUl OeAmenbHOCMbIO 8 YCA0BUAX OMKPLIMbIX U 3aKPbIMbIX UHHOBAYUU.
IMepcnekmusamu 0anbHelwux uccnedosaHuli 8 OQHHOM HAMPGBAEHUU A8-
naomes onpedesneHue nepeyHa 3manos 8HeOPEHUA KOHUENYUU OMKPbIMbIX
UHHOBAYUU 8 COBPEMEHHbIX 0P2aHU3AYUAX U UCC1ed08aHuUe yenecoobpas-
HOCMU UX UCMO/b308AHUA 0Me4ecmBeHHbIMU Mpednpusmuamu.
Kntovesble cnosa: uHHO8AYUOHHAA OeAmenbHOCMb, OMKPbIMble UHHOBA-
Yuu, ynpassneHue KOMNAaHUAMU.
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Such a trend in business determines the relevance of
the chosen topic because the model of open innovation re-
quires radically new models of innovation management of
companies, and the analysis of such models, unfortunately,
has been paid little attention.

Recently scientists have begun to pay attention to this
concept — the first book by Henry Chesbrough “Open In-
novation: The New Imperative for Creating and Profiting
from Technology” was published at Harvard in 2003. The
scientist first introduced the concept of “open innovation”
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in order to describe a new trend in the evolution of innova- n his first monograph on open innovation Henry Ches-
tion theory. The theoretical basis for open innovation was brough contrasts the principles that guided the com-
considered by such scholars as A. A. Tryfilova, V. I. Kalinin, pany in its innovation management in the past and the
W. Miller, M. Langton, V. Vanhaverbek, K. Symarda, J. Vest,  principles of “open innovation” (Table 1).

J. Christensen, S. Tallaher, M. Hlud and H. Chesbrough.
Most scientists focused in their work on the theoretical
basis of this concept comparing the concepts of closed and

open innovation.

The following issues need to be resolved: filling the
gaps in studying the problem by determining major stages of
transformation of innovation activity of companies within
the concept of open innovation, reviewing the key features

The comparison of these principles clearly shows
their difference, the contrast is the focus of the company on
achieving competitive advantage and gain leading positions
in the market. In his book Henry Chesbrough also presents
schemes of closed and open innovation that have become
worldwide renowned (Fig. 1, Fig. 2). Open innovation has
two main driving forces. First, the best ideas are not neces-

of successful business management using the concept of sarily generated by the company’s own employees. The com-
“open innovation” and their differences from the company ~ pany may hire people who can feel and know the market
management under principles of closed innovation and de- ~ well and help to integrate external know-how in the internal
scribing professional skills of a modern manager-innovator.  processes of R&D and commercialization.

Table 1

Differences between the principles of closed and open innovation [1]

Closed Innovation Principles

Open Innovation Principles

Most of the smart people in our field work for us

Not all the smart people work for us, so we must find and tap into the
knowledge and expertise of bright individuals outside our company

To profit from R&D, we must discover, develop and ship
ourselves

External R&D can create significant value; internal R&D is needed to
claim some portion of that value

If we discover it, we will get it to market first

We don't have to originate the research in order to profit from it

If we are the 1st to commercialize we will win

Building a better business model is better than getting to 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 intellectual property (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 own business model
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Fig. 1. Closed innovation scheme [1]
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Fig. 2. Open innovation scheme [1]
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The author uses a tunnel to illustrate the innovation
process, solid and dotted lines of which show the nature of
yesterday’s and today’s fundamentals of innovation activ-
ity — today the search for information and innovation is not
limited to the internal environment of the company, innova-
tion activity has a global character now.

Thus, the essence of open innovation is the use of
purposive inflows of knowledge to accelerate internal in-
novation processes as well as to expand markets for more
efficient use of innovation. There are a number of factors
fostering open innovation:
global mobility of talent;
state support of small innovative companies;
market orientation of research;
the need to commercialize projects implemented
by state laboratories;
the emergence of private research institutes;
availability of the Internet and search technology
8].

Markets for knowledge and innovation exist for a long
time, but until recently they were largely inefficient. Infor-
mation technology radically changed the situation, became
the impetus for the creation and development of ideas.

It should be noted that the theory of open innovation
is a set of urgent changes and it describes the latest global
trends. This theory is a strong push forward to the transition
to fifth generation knowledge management, technology and
innovation based on the principles of openness.

+4+++

++

he conducted analysis shows that the introduction

of open business models is not an easy task. Most

companies spend a large amount of money solving
it and have significant difficulties. But, of course, there are a
few striking positive examples. For example, IBM has built
a systematic innovation ecosystem including internal re-
search laboratories, universities, venture capital companies,
developers, industrial consortia, involving the relationship
of cross-financing and offshore innovation, which allows the
company to draw external ideas and improve the efficiency
of its own research laboratories. In addition, IBM is the
leader in US patents — 10 years ago it received up to $2 bil-
lion per year as royalties on its licenses and this amounted to
30% of its annual income. Such strong licensing strategy is
based on aggressive patenting to expand the market beyond
the customer base. It is important to understand that open
innovation does not mean handing out own ideas. Ensuring
protection of copyright is an important point before enter-
ing the market [2, p. 91].

The company Procter&Gamble (P&G) always strives
to offer the brightest ideas for new products to support the
recovery in the market — which is why several hundred re-
searchers always work for the company. However, at one
point the question arose: what is the chance that its re-
searchers invent the best idea if the number of researchers
in the world is measured in millions? So P&G decided to use
a huge innovation potential that exists outside its own lab-
oratories. The company has adopted an active acquisition
strategy of using external knowledge to create new products
or integrate and stimulate further its own research. To make
this real, P&G redesigned its Research and Development
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department into Connect + Develop. With this new banner
the company is looking for innovations and inventions in
external sources to purchase licenses, ideas or products for
their commercialization under its own brand. Besides P&G
not only randomly selects technologies as they become
available but also interacts with those researchers who are
most prone to develop bright ideas [2, p. 91-92: 8].

s for the company Philips Group Corporation, it

even has its own high-tech campus, where the inter-

ested companies have an opportunity to participate
in projects with Philips and other companies. The Residents
of the campus are IBM, Atos Origin, Philips Semiconduc-
tors, FluXXixon, Cytrocentrics and others — more than 70
companies in all.

The result of the existence of the campus is Philips
privileged access to the wealth of ideas produced by its resi-
dents. In addition, Philips willingly serves as a technology
incubator that offers financing, business planning and part-
nership for start-up companies. Also Philips encourages its
workers to create new small enterprises based on advanced
research projects and technologies that do not fit Philips by
its main type of activity [2, p. 92].

Threadless is a shirts manufacturing company in Chi-
cago. The design process consists exclusively of conduct-
ing online competitions. Each week the company receives
hundreds of ideas from amateur and professional artists.
Threadless publishes pictures of new designs on its web-
site, and each registered user can evaluate a particular shirt.
Each week from four to six most popular designs are put
into production, but only after a large enough number of
buyers make a preliminary order, so the company would not
incur losses.

Weekly the competition winners receive $2,000 and
various prizes, but the real motivation is the desire to see the
work put into production. Threadless prints the developer’s
name on the label of each T-shirt. For designers it is a cre-
ative outlet, for buyers — an additional choice. Companies
do not need to hire a team of designers, while it invests in
only proven, pre-ordered designs, which is a significant re-
duction in risk [3].

Muji is a Japanese furniture company. First, its cor-
porate website collects new radical ideas for its products
through the base, which includes about half a million mem-
bers. Then Muji asks them to evaluate the designs. The list of
the most popular ideas is passed to professional designers,
who develop the products themselves. Then the company
tests the market, collecting pre-orders instead of gathering
focus groups, conducting surveys or using other traditional
methods of market research. To put it simply, if 300 people
make a reservation, the product will go on sale [4].

If we consider Ukraine, in general, there is a global
trend of the weighted approach to using the concept of open
innovation in searching for new ideas. A too high level of
transparency may adversely affect the company’s long-term
success in its innovation activity, since it can lead to losing
control and core competencies. The approach based on the
concept of closed innovation does not meet the increasing
requirements of reducing development cycles and time to
market. Transnational corporations in Ukraine’s market fol-
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low the approach to innovations adopted by their headquar-
ters and present innovative products of other regions where
TNCs operate. Local companies, in turn, in the course of
their collaboration with external sources of ideas are on
the way of using the concept of open innovation. Such
companies as PJSC Kyiv Vitamin Factory, JSC Ukrgasbank
and CJSC Kyivstar are characterized by the highest in the
industry breadth and intensity of searching for new ideas
outside the company. As to the food industry of Ukraine,
the concept of open innovation is introduced by LLC Nestle
Ukraine, LLC Kraft Foods Ukraine and LLC Mars Ukraine,
but, in fact, they are branches of TNCs, thus their activity
within the concept of open innovation complies with the in-
ternational practice [5].

Referring to characteristics of enterprise manage-
ment, it is possible to identify three main stages of transition
of the company to innovation activity: first, it is necessary
to find appropriate technologies, and second, be sure that
the use of external ideas will really help in creating unique
products and third, build an organization that will recognize
and not reject these ideas (Zable 2).

2) establishing at the enterprise the department spe-
cialized in searching for links with suppliers of innovations;

3) opening research labs and obligatory involvement
of other companies, including competitors, or related in-
dustries in their work;

4) financing start-up projects and companies;

5) stimulating employees to creative search for new
ideas;

6) building a real systematic innovation ecosystem;

7) developing the company’s activities through such
intermediary platforms as InnoCentive, NineSigma, Big
Idea Group, Ocean Tomo, brokers of Innovation Exchange,
Shanghai Silicon IP Exchange.

InnoCentive is the meeting place for companies fac-
ing complex innovation problems, scientists, engineers and
inventors. Companies place on its web-site an application
with the description of their problem. The price of the is-
sue is from $5,000 to $1,000,000! The reward is received by
the person, whose decisions appears to be the most interest-
ing and effective. [6] Ocean Tomo is a subdivision of [CAP,
which provides brokerage services in the field of intellectual

Table 2

Transition of the enterprise to innovation activity within the concept of open innovation

Stage

Stage characteristics

1. Searching for necessary technologies

An important aspect of searching for technologies is the target orientation: the company
should direct to the market exactly the request that will orient numerous firms towards
the realization of their innovative abilities within those technologies that are necessary
specifically for the enterprise. This can be done through conferences, smaller meetings,
distribution of documented information

2. Justifying expediency of the use of
the newest external ideas

At this stage the manager focuses on the fact that the main principle of market leader-
ship is to create valuable products that are different from what competitors can offer. So
it is not enough just to get some knowledge from the external market, where they were
and still are in open access for competitors but create a product based on the received
knowledge. On the contrary, it is necessary that the knowledge perfectly complemented
the resources that belong to the company exclusively and are not intended for sale

3. Ensuring perception of the new con-
cept by the organization as a whole and
its staff in particular

The essence of the third stage is that even the best external ideas can not be first per-
ceived by the company’s own staff, which will lead to a number of problems. The main
problem in reforming the existing organization could be employees themselves — people
have to start thinking by new categories, they should accept the principles of open inno-
vation and completely agree with them

Source: developed by authors.

In order workers began accepting the new concept of
the company the manager should be a role model - a new
innovation manager has some special qualities: he trusts his
partners, he is not afraid to take risks, he is ready to face
new challenges and rapid changes, able to adapt, he is the
undisputed leader, and not just has a number of manage-
rial powers, it has a high level of communication skills and
is focused on looking for ways to maximize profits of the
enterprise through global external interaction, searching for
new partners, ideas, knowledge outside the enterprise.

On the basis of the experience of companies with a
worldwide reputation and in the course of the study, the fol-
lowing forms of cooperation within the concept of open in-
novation can be identified:

1) purchasing and selling its own patents in the mar-
ket and licensing;
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property and holds the world’s most famous patent auc-
tion [7].

The work of the enterprise, namely its management
features within the concept of open innovation significantly
differs from management features within the closed innova-
tion model. Their characteristics are shown in Table 3.

So, we can see a diametric difference between these
two concepts by a considerable number of criteria — from
the list of participants of innovation activity, characteristics
of relationships with competitors and other subjects of in-
novation activity to the ways of forming financial resources
and principles of personnel motivation. The concept of open
innovation is not fundamentally new: many companies use
the whole concept or its parts in their activities not even be-
ing aware of it. Application of the principles of open innova-
tion is not the future, it is our dynamic present.
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Table 3

Differences of innovation management under open and closed innovation models

Criterion

Closed innovation

Open innovation

1.Who is involved?

Internal subdivisions of the company,
only its own experts. So-called traditional
resources - scientists from research
institutes of the first level, the US and the
EU, contract laboratories (FTE), individual
networks

Everyone can be a participant, and the company often
anonymously supplies problem issues to secure itself

from competitors. Non-traditional resources are used -
scientists from research institutes of the second level, as
well as universities and colleges outside the top of the
most developed countries, researchers from less developed
countries, scientists in other areas, additional options of
contract laboratories, retired specialists

2. Features

Innovation activities inside the company
aims at creating new knowledge,
inventing new technologies

Knowledge is not created but used to improve and
manufacture new products

3. Financial resources

A certain fixed part of the company’s
budget is allocated to its innovation
activity each year

Venture capital; savings by buying, not developing
knowledge (information technology) by the company and
receiving income from selling unnecessary knowledge

Risks are incurred by the market - that is, by all companies
that intend to take part in searching for new knowledge. The

they are rewarded for the process

4 Risks Allrisks are accepted by the company enterprise faces risks of losing its uniqueness and infringing
its intellectual property rights
Employees of the innovative unit earn The reward is received only for the result - the innovative
5.Reward their wages regardless of the outcome, so

knowledge necessary to resolve the set tasks

6. Planning and
Strategy

For the implementation of the innovative
strategy there applied both product and
thematic and other types of planning.
Searching for solutions to new problems
is assigned to R&D department, which in-
creases time to market and the volume of

financial resources required to solve them.

For the implementation of the innovative strategy there
applied both product and thematic and also other types of
planning, but to find solutions to new problems, outside or-
ganizations, pensioners, individual scientists, who are aware
of the problem, are involved

7. Motivation of the
participants in the in-
novation process

Financial - wages, bonuses, performance
pays. Non-material - image, career
growth, status

1) money (independent participants are involved in solving
a specific problem for the sake of material reward):

2) interest (participants become interested in the competi-
tion, in general resolution of certain issues);

3) new ideas (P&G, Philips attract new ideas for product
updating, and participants developing ideas can learn a lot
of new information from other participants); 4) establishing
new relationships (participants can establish contacts both
with each other and with the company that buys their idea
or knowledge - P&G not only acquires knowledge but also
establishes links for its further work);

4) establishing new relationships (participants can establish
contacts both with each other and with the company that
buys their idea or knowledge - P&G not only acquires knowl-
edge but also establishes links for its further work);

5) image, popularity (winners of competitions held by the
Threadless company can see their names on labels of its
T-shirts and it brings them satisfaction)

8.The R&D depart-
ment

R&D department is intended for carrying
out scientific and technological activities,
creating knowledge and inventions

R&D department is not abolished at the company, but be-
sides the creation of new knowledge, it starts performing
an important task of attracting necessary strategies for the
implementation of innovative ideas from the market, their
analysis, evaluation and adaptation to the internal use

9. Relationships with
competitors and the
external environment

The situational approach to developing
strategies of the company’s behavior in
relation to its competitors and other mar-
ket entities

Developing the strategy of interaction with the competitors
according to the motivation of the participants. Active but
cautious cooperation, attracting all interested people to new
developments and resolution of the same common prob-
lems. Relations with the external environment is presented
as innovative interaction with customers, suppliers, competi-
tors, innovation intermediaries and other innovation-orient-
ed entities connected with the company horizontally or by
anonymous involvement in solving problems

Source: developed by authors.
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CONCLUSIONS

Thus, in the course of the study it has been found that
the basis for successful enterprise management within the
concept of open innovation is the consideration of all differ-
ences in innovation management. There formulated three
main stages of the transition of the company to innovate
activity within the concept of open innovation: choosing
among all the variety of knowledge available in the market
for innovation intermediaries only that, which is required by
the company and its effective using; protecting the company
from the actions of competitors — introducing in manufac-
turing only the newest products, which are exclusive and are
difficult to copy; transforming the entire organization, and,
what is most important, directing all employees towards
understanding and accepting principles of the concept of
open innovation, because these points are the key factors
of success. In addition, by analyzing the theoretical basis
of the concept there was developed a table of differences
in features of innovation management under the open and
closed innovation models by such criteria as risk, motiva-
tion, resources, participants, reward, planning and strategy,
and others. Also a number of characteristics of modern in-
novation manager were highlighted in the study. L
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