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About AIIA
The Australian Information Industry Association 

(AIIA) is the nation’s peak industry body for the 

technology sector. AIIA sets the strategic direction 

RI�WKH�LQGXVWU\��LQµXHQFHV�SXEOLF�SROLF\�DQG�SURYLGHV�
PHPEHUV�ZLWK�SURGXFWLYLW\�WRROV��DGYLVRU\�VHUYLFHV�
and market intelligence to accelerate their business 

growth.

AIIA member companies employ 100,000 

$XVWUDOLDQV��JHQHUDWH�FRPELQHG�DQQXDO�UHYHQXHV�
of more than $40 billion and export more than 

���ELOOLRQ�LQ�JRRGV�DQG�VHUYLFHV�HDFK�\HDU��:LWK�
member companies right across the country, from 

HYHU\�VHFWRU�RI�WKH�LQGXVWU\�DQG�UHSUHVHQWLQJ�HYHU\�
size of company, AIIA is truly the ICT industry’s 

association of choice.

About AIIA’s Financial Services Network
$,,$�HVWDEOLVKHG�WKH�)LQDQFLDO�6HUYLFHV�%XVLQHVV�
1HWZRUN�IRU�H[HFXWLYHV�LQWHUHVWHG�LQ�WHFKQRORJ\�OHG�
LQQRYDWLRQ�LQ�WKH�´QDQFLDO�VHUYLFHV�LQGXVWU\��-RLQ�XV�
to:

�� 8QGHUVWDQG�WKH�LQQRYDWLRQ�RSSRUWXQLWLHV�LQ�������
����������´QDQFLDO�VHUYLFHV��
�� )DFLOLWDWH�QHWZRUNLQJ�EHWZHHQ�WKH�LQQRYDWRUV��
����������LQ�´QDQFLDO�VHUYLFHV�DQG�WKH�VXSSOLHUV�RI�
          technology solutions .

�� 'LVFXVV�DQG�FUHDWH�WHFKQRORJ\�OHG�EXVLQHVV�
����������RSSRUWXQLWLHV�LQ�´QDQFLDO�VHUYLFHV�DQG�IDFLOLWDWH�
          deal making.

Join our LinkedIn Group

Thought Leadership Papers
In partnership with specialist companies from 

across the ICT industry, AIIA releases regular 

7KRXJKW�/HDGHUVKLS�SLHFHV�LQ�WKH�´QDQFLDO�
VHUYLFHV�DUHQD�
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The best innovations are often outside of 
your company – what can you do about it?
&RPSDQLHV�ZKR�GH´QH�WUDGLWLRQDO�ULYDOV�DV�WKHLU�
FRPSHWLWRUV�DUH�LQ�IRU�D�ELJ�VXUSULVH��'LVUXSWLYH�
LQQRYDWLRQ��D�NH\�WKUHDW�WR�HVWDEOLVKHG�EXVLQHVVHV��
is coming from small startups, incubators, 

entrepreneurial communities, and larger tech 

companies. This external threat is made more painful 

by the fact that most companies are really battling 

WR�GULYH�PHDQLQJIXO�LQQRYDWLRQ�LQWHUQDOO\�

6DYY\�H[HFXWLYHV�DUH�UHDOL]LQJ�WKDW�RQH�RI�WKH�PRVW�
HIIHFWLYH�ZD\V�WR�LQQRYDWH�LV�WR�ZRUN�ZLWK�H[WHUQDO�
HQWUHSUHQHXUV�DQG�LQQRYDWRUV��,W�KDV�WKH�SRWHQWLDO�WR�
bypass internal barriers, outsource a lot of the initial 

risk, and allow for much more speed and agility.

%XW��ZH�DUJXH�WKDW��LQ�WKHLU�UXVK�WR�MXPS�LQWR�WKH�
ªRSHQ�LQQRYDWLRQ«�WUHQG��PDQ\�DUH�ORVLQJ�IRFXV�DQG�
perhaps forgoing the bigger opportunities by:

��� 1RW�DOLJQLQJ�WKHLU�RSHQ�LQQRYDWLRQ�VWUDWHJ\�WR��
 their corporate strategy needs;

��� -XPSLQJ�DW�WUHQGV��OLNH�+DFNDWKRQV�DQG������
          Skunkwork’s models, without proper   

 consideration as to the end game;

3) Mismanaging IP and procurement issues and,       

����������LQ�VR�GRLQJ��PLVVLQJ�VRPH�YDOXDEOH�
����������FR�YHQWXULQJ�RSSRUWXQLWLHV�

In this white paper we hope to show what is possible 

ZLWK�RSHQ�LQQRYDWLRQ��ZKDW�VRPH�RI�WKH�SLWIDOOV�DUH��
DQG�SURSRVH�DQ�RSHQ�LQQRYDWLRQ�PRGHO�WKDW�FDQ�
DVVLVW�LQ�IRFXVLQJ�RSHQ�LQQRYDWLRQ�HIIRUWV�

1 The argument for open   
 innovation.
2 Why do companies turn to  
 open innovation?
3 Open innovation examples.
4 What can we learn?

Case Study: The Goldcorp 
Challenge

In 2000 the CEO of Goldcorp 
Inc, Rob McEwen, shared his 
company’s entire geological 
data to uncover hidden gold. 
He was inspired by the story 
of Linus Torvalds who used 
the internet as a collaborative 
resource to build the Linux 
software operating system. 
The Goldcorp Challenge, faced 
great skepticism from within 
the company. Traditionally 
geological data was 
considered highly confidential. 
However, the result was 
astounding. This display of 
‘open innovation’ attracted 
over 1,000 experts from a 
variety of disciplines including 
mathematicians, military 
officers, consultants, and 
geologists. The winners were 
two Australian groups that 
collaborated to produce a 3D 
image of the company’s Red 
Lake mine, revealing more than 
110 sites of which 80% yielded 
significant gold reserves.

The issue, in brief
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1. The argument for open innovation

What exactly is open innovation and why is 
it important?

%HUNHOH\V�+HQU\�&KHVEURXJK�´UVW�FRLQHG�WKH�WHUP�
ªRSHQ�LQQRYDWLRQ«��%URDGO\�VSHDNLQJ��LW�FRYHUV�WZR�
main areas:

1) looking beyond the boundaries of your   

����������WUDGLWLRQDO�FRPSDQ\�WR�VRXUFH�LQQRYDWLRQ��DQG�
��� VSLQQLQJ�RII�LQQRYDWLRQV�WKDW�PD\�FUHDWH�PRUH���������
����������YDOXH�RXWVLGH�RI�WKH�FRUH�FRUSRUDWH����
����������HQYLURQPHQW�LI�LW�UHPDLQV�LQVLGH�

7KH�VLQJOH�ELJJHVW�DUJXPHQW�IRU�RSHQ�LQQRYDWLRQ�
is that it’s simply arrogant to assume that any 

FRPSDQ\�FDQ�´QG��DVVHVV�DQG�FRQYHUW�RSSRUWXQLWLHV�
PRUH�HIIHFWLYHO\�DQG�HI´FLHQWO\�WKDQ�DQ\�RWKHU�VLQJOH�
HQWLW\�FDQ�JOREDOO\��7KLV�LV�HVSHFLDOO\�WUXH�JLYHQ�
KRZ�GLI´FXOW�LW�LV�IRU�FRPSDQLHV�WR�´QG�DQG�UHZDUG�
WUXH�HQWUHSUHQHXULDO�WDOHQW��(YHQ�LI�WKH\�GR�´QG�WKLV�
WDOHQW��WKH\�EDWWOH�WR�FUHDWH�DQ�LQWHUQDO�HQYLURQPHQW�
ZKHUH�LQQRYDWLRQV�FDQ�UHDFK�WKHLU�WUXH�SRWHQWLDO�
unconstrained by factors such as fear of failure, rigid 

FRUSRUDWH�VWUXFWXUHV��DQG�SROLWLFDO�LQµXHQFH��

$Q�DQDO\VLV�RI�D�UHODWLYHO\�\RXQJ�FRPSDQ\�VXFK�
as Google, with its depth of resources and highly 

HQWUHSUHQHXULDO�FXOWXUH�DQG�HQYLURQPHQW��VKRZV�WKDW�
many of its most prized business lines were initiated 

externally, not internally. These include many of the 

core components of its icons such as Google Maps, 

Gmail, Adwords, and YouTube.

2SHQ�LQQRYDWLRQ�WDNHV�PDQ\�IRUPV��DV�GHPRQVWUDWHG�
E\�WKLV�FKDUW���'HWDLOHG�GHVFULSWLRQV�DQG�H[DPSOHV�
DUH�JLYHQ�LQ�VHFWLRQ�WKUHH�RI�WKLV�SDSHU��
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2SHQ�LQQRYDWLRQ�WDNHV�PDQ\�IRUPV��DV�GHPRQVWUDWHG�
E\�WKLV�FKDUW���'HWDLOHG�GHVFULSWLRQV�DQG�H[DPSOHV�
DUH�JLYHQ�LQ�VHFWLRQ�WKUHH�RI�WKLV�SDSHU��
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,QQRYDWLRQ�LV�QRWRULRXVO\�GLI´FXOW�LQ�PDQ\�
FRPSDQLHV��PDLQO\�EHFDXVH�WKHLU�GD\�WR�GD\�
RSHUDWLRQDO�HQYLURQPHQWV�QHHG�WR�SURFHVV�PLOOLRQV�
RI�HUURU�IUHH�WUDQVDFWLRQV�ZLWK�D�ULJLG�IRFXV�RQ�
FRVW�DQG�UHOLDELOLW\��,QQRYDWLRQ��RQ�WKH�RWKHU�KDQG��
LQYROYHV�D�FHUWDLQ�DPRXQW�RI�WLQNHULQJ��H[SORUDWLRQ�
and experimentation. The management approaches 

are simply incompatible.

([HFXWLYHV�DUH�DOVR�UHDOLVLQJ�HQWUHSUHQHXUV�DUH�DEOH�
WR�LQQRYDWH�DW�D�IUDFWLRQ�RI�WKH�FRVW�DQG�WLPH�WKDW�LW�
LV�WDNLQJ�LQWHUQDO�,7�GHSDUWPHQWV�ZKR�KDYH�WR�HQVXUH�
DUFKLWHFWXUDO�LQWHJULW\�DQG�RYHUDOO�VHFXULW\�RI�DQ\�
DSSOLFDWLRQV�WKDW�DUH�GHSOR\HG��0RUHRYHU��FKDQFHV�
are, it is much more fun spending an afternoon at an 

entrepreneurial community than a meeting with your 

regulatory department.

,QFUHDVLQJO\��H[HFXWLYHV�DUH�FRQVLGHULQJ�H[WHUQDO�
LQQRYDWLRQ�DV�D�YLDEOH�VWUDWHJ\�IRU�´QGLQJ�JUHDW�
RSSRUWXQLWLHV��:H�ZLOO�QRZ�ORRN�DW�H[DPSOHV�RI�ZKDW�
some business are doing.

2. Why do companies turn to open      
    innovation?

Some reasons why people typically look outside of their companies for innovation 
 

�� It multiplies the chances of finding something really relevant. 
�� Internal resources are tempted to frame opportunities based on their present capabilities and 

constraints, and not on what the customer really needs. 
�� It’s hard to find big thinking entrepreneurs to join established businesses. 
�� Compensation structures make it hard to reward internal innovators commensurate with the career risks 

they are taking. 
	� Internal processes are typically not geared for experimentation – more emphasis is given to big ticket 

business-as-usual purchases than smaller speculative innovations. 

� Companies are battling to create an internal environment that truly allows for failure. 
�� Cycle times of companies are just too long compared with the short decision/execution times needed to 

maintain entrepreneurial momentum within companies. 
�� It is hard for line management to proactively recognise “patterns” in innovation, in the way that a venture 

capitalist might. 
 

�
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7KHUH�LV�D�VSHFWDFXODU�UDQJH�RI�RSHQ�LQQRYDWLRQ�
opportunities – it could be anything from popping 

into the local entrepreneurial community for Friday 

night pitches and beers, all the way through to 

VHWWLQJ�XS������PLOOLRQ�LQQRYDWLRQ�YHQWXUH�IXQGV��
7KH�2SHQ�,QQRYDWLRQ�3DWKZD\V�GLDJUDP�EHORZ�
YLVXDOO\�GHPRQVWUDWHV�WKH�PXOWLSOH�RSWLRQV�DYDLODEOH���
This section explores a few of these options as 

categorized by cost.

3.1 The Low Hanging Fruit – Low Cost/Effort
It is easy to start connecting with the larger 

entrepreneurial ecosystem. The simplest form would 

be to read some of the local and international tech 

EORJV��ZHDU�\RXU�MHDQV�DQG�SRS�GRZQ�WR�D�PHHWXS�
FRP�VWDUWXS�JURXS�RQ�D�WRSLF�UHOHYDQW�WR�\RX��IRU�
example, the Sydney Fintech Startup Meetup group 

KRVWHG�E\�.LP�+HUDV���RU�HYHQ�MXVW�GURS�LQ�DW�\RXU�
local startup community for their next pitches and 

GULQNV�HYHQW��&RQWDFW�WKH�$,,$�LQQRYDWLRQ�6,*�IRU�
more details).

These are simple ways to start building relationships 

with entrepreneurs, and get a feel for what is out 

WKHUH�LQ�WHUPV�RI�LQQRYDWLRQ�LQ�\RXU�LQGXVWU\��,W�
is also rather inspiring, as most communities are 

SDVVLRQDWH�DQG�YLEUDQW�HQYLURQPHQWV��

6RPH�FRPSDQLHV�ORRN�WR�WKHLU�SHHU�JURXSV�WR�´QG�
RSHQ�LQQRYDWLRQ��6RPH�H[HFXWLYHV�MRLQ�VSHFLDOLVW�
LQQRYDWLRQ�IRUXPV��)RU�H[DPSOH��1,&7$�KDV�D�/LYLQJ�
/RJLVWLFV�)RUXP��FRPSULVHG�RI�VHQLRU�H[HFXWLYHV�
from players throughout the supply chain who 

FDQ�GLVFXVV�DQG�H[SORUH�LQQRYDWLRQ�RSSRUWXQLWLHV��
2WKHUV�KDYH�SHHU�UHODWLRQVKLSV�ZLWK�QRQ�FRPSHWLQJ�
companies in other countries to share knowledge 

DQG�LQQRYDWLRQV�

3. Open Innovation Examples
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3.2 Moderate costing, high impact 
approaches to open innovation
The items in section 3.1 may require you to take out 

your wallet for a few drinks from time to time. This 

section is for those with a more substantial budget 

and in search of more substantial opportunities and 

results.

7R�EHJLQ��ZH�ZLOO�JLYH�\RX�D�TXLFN�RYHUYLHZ�RI�VRPH�
of the terminology.

Term Meaning 
Hackathon A hackathon is normally an open contest, attended by up to 100 tech 

entrepreneurs who split into smaller teams to find a solution to a specific 
challenge over a short timeframe (say one to three days). They are usually held 
in interesting environments and are really high energy. Example hacks could be 
“Edutech”, “Apps for Charity“ or a specific technology such as “Wearables”. 
They often attract corporate sponsors, and culminate with a pitch event at the 
end, ideally with a highly reputable panel of judges. 

Innovation contests Innovation contests often happen over a longer period than a hackathon, and 
often have some substantial prizes involved. Netflix, for example, ran one of the 
world’s richest IT contests with a prize of $1 million for an algorithm. Not all 
contests need to be that high paying, Systems like Kaggle have allowed for data 
innovation contests to be performed on-line. 

Ideas portal Some companies are asking the broader public directly for innovative ideas. For 
example, The CommonWealth Bank of Australia has a portal called IdeaBank 
which allows people to submit and vote on new concepts for the bank, the 
winning idea standing a chance to win $10k. 

Innovation festivals Innovation festivals are a great way for companies to expose their employees to 
the latest thought leadership, and at the same time position themselves 
externally as leaders in innovation. It’s not uncommon for some festivals to 
include a hackathon. AMP’s Amplify Festival is great example of such an event.  

Partner with entrepreneurial 
community 

Most entrepreneurial communities welcome corporate involvement. This can be 
in the form of sponsorship, or as deeper innovation relationships. News Ltd, as 
an example, is a sponsor of the Fishburners community, which has enabled 
them to engage with entrepreneurs on smaller innovation projects as well as to 
help with internal innovation efforts. 

Open data / Open API’s Interesting things happen when data is made available for contestants of a 
hackathon, general contest, or just in a sandbox for people to experiment with. 
As an example Apps for NSW yielded the much-loved and improved “Tripview” 
app by opening up timetable data to contestants. 

Entrepreneur in residence 
programs 

Some companies are inviting entrepreneurs to work in their environments to find 
new opportunities that can then be turned into ventures. 

Evangelist programs Some companies place “evangelists” in innovation hubs. For example, Pearsons 
Publications in the USA recently placed an “evangelist” in RocketSpace’s hub to 
work with entrepreneurs who wanted access to their data for innovation.   

�
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3.3 Higher cost, venturing approaches to 
open innovation
&RUSRUDWH�YHQWXULQJ�DQG�YHQWXUH�IXQGV�DUH�D�YDOLG�
way for large organisations to hedge against highly 

GLVUXSWLYH�LQQRYDWLRQ�ZLWKLQ�WKHLU�FRUH�EXVLQHVVHV��
-RVK�/HUQHU��RI�+DUYDUG�%XVLQHVV�6FKRRO��QRWHV�WKDW�
WKH�UHWXUQV�IRU�FRUSRUDWH�YHQWXUH�IXQGV�DUH�RQ�SDU�
with VC funds.

$JDLQ��YHQWXULQJ�FDQ�EH�GRQH�DW�D�UHODWLYHO\�
lower cost, such as through an “equity for access 

PRGHO«��ZKHUHE\�ODUJH�FRPSDQLHV�HDUQ�WKHLU�HTXLW\�
depending on how many customers they can bring 

WR�WKH�YHQWXUH��7KH�EHQH´WV�RI�WKLV�DUH�WZRIROG�¨�
HQWUHSUHQHXUV�SUHIHU�UHDO�FOLHQWV�RYHU�VKRUW�WHUP�
funding, and it also keeps large companies more 

ªKRQHVW«�ZKHQ�SURPLVLQJ�GLVWULEXWLRQ�DV�SDUW�RI�DQ�
equity deal. 

7KH�QH[W�VWHS�LQ�WHUPV�RI�FRVW�LV�SUREDEO\�D�FR�
YHQWXULQJ�PRGHO��LQ�ZKLFK�ODUJH�FRUSRUDWHV�DFW�DV�
WKH�ªDQFKRU«�FOLHQW�IRU�D�QHZ�YHQWXUH�ZKLOH�DW�WKH�
VDPH�WLPH�SURYLGLQJ�HDUO\�VWDJH�IXQGLQJ��7KLV�KHOSV�
share risk and rewards more equitably between 

entrepreneur and the corporate for early stage 

LQQRYDWLRQV��

7KH�YHQWXUH�VFDQ�PRGHO�DOORZ�FRPSDQLHV�WR�SURYLGH�
DQ�LQWHUPHGLDU\�DORQJ�ZLWK�WKHLU�LQQRYDWLRQ�QHHGV�
�RU�RYHUDOO�VWUDWHJ\���DW�ZKLFK�WLPH�WKH�LQWHUPHGLDU\�
WKHQ�VHDUFKHV�WKURXJK�OLNHO\�YHQWXUH�FDQGLGDWHV�IRU�
acquisition. 

Corporate incubators are on the rise, with examples 

VXFK�DV�7HOVWUDV�0XUD�'�LQFXEDWRU��ZKLFK�SURYLGHV�
space, processes, $40k funding, and mentoring for 

10 startups per cohort.
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$XVWUDOLD�KDV�D�QXPEHU�RI�FRUSRUDWH�YHQWXUH�
IXQGV��:HVWSDF�KDV�SURYLGHG�����PLOOLRQ�LQWR�WKH�
5HLQYHQWXUH�)XQG��$V�WKHLU�VLWH�VD\V�ª:HVWSDF�LV�
NHHQ�WR�XQGHUVWDQG�HPHUJLQJ�WUHQGV��DFTXLUH�NQRZ�
KRZ�IURP�JUHDW�HQWUHSUHQHXUV�DQG�FR�FUHDWH�LQ�
DUHDV�WKDW�FDQ�EHQH´W�IURP�WKH�FRPSOHPHQWDU\�VNLOO�
VHWV�ERWK�SDUWLHV�EULQJ�«�2SWXV�KDV�WKHLU�,QQRY�������
PLOOLRQ�VHHG�IXQG��ZKLFK�KDV�PDGH�WZR�LQYHVWPHQWV�
to date. Fusion Labs itself has recently helped a 

ODUJH�FRUSRUDWH�VHW�XS�D������PLOOLRQ�LQQRYDWLRQ�
IDFLOLW\�WR�´QG�WKHLU�QH[W�SLOODU�RI�JURZWK�

3.4 Other models – creating true 
ecosystems
There are many other interesting models that could 

EH�GLVFXVVHG��7KHVH�UDQJH�IURP�D�WRWDOO\�YLUWXDO�
FRPSDQ\��UXQ�WRWDOO\�RQ�RSHQ�LQQRYDWLRQ��DQG�XVLQJ�
D�ªFURZGIRXQGLQJ«�PRGHO��WR�WKH�PRUH�IDPLOLDU�RSHQ�
VRXUFH�PRGHOV�WKDW�DUH�JDLQLQJ�WUDFWLRQ�HYHQ�ZLWKLQ�
PRUH�FRQVHUYDWLYH�FRPSDQLHV��

7KH�$SSOH�$33�6WRUH�PRGHO�KDV�EHHQ�WKH�HQY\�RI�
LQQRYDWRUV�VLQFH�LWV�LQFHSWLRQ�LQ�������%\�DOORZLQJ�
small players to use the APP store as a platform 

for distribution to a global market, Apple created a 

mechanism to enter into a myriad of niche markets 

DW�QHJOLJLEOH�ULVN��EXW�ZLWK�DQ�RQ�JRLQJ�UHYHQXH�
source from those markets. Institutionalise an open 

LQQRYDWLRQ�PRGHO�ZKLOH�\RX�IRFXV�RQ�\RXU�FRUH��,W�
LV�WKH�ODUJHVW�H[DPSOH�RI�RSHQ�LQQRYDWLRQ�WR�GDWH��
Apple has created an unassailable ecosystem that 

VSDQV�IURP�WKH�VXSSO\�VLGH��RYHU���PLOOLRQ�DSSV��WR�
WKH�P\ULDG�RI�QLFKH�XVHUV�WKDW�KDYH�GRZQORDGHG�
RYHU����ELOOLRQ�DSSV�FROOHFWLYHO\�VR�IDU�
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7KH�&RPPRQZHDOWK�%DQN�RI�$XVWUDOLD�KDV�HPEUDFHG�
a POS terminal model that is not unlike the App 

VWRUH�PRGHO��,QQRYDWRUV�FDQ�FUHDWH�QRQ�FRUH�DSSV�
IRU�QLFKH�YHUWLFDOV��VXFK�DV�+HDOWK��WKDW�VLW�RQ�D�
hardened Android terminal. The thinking is sound 

¨�WKH\�KDYH�GH�FRPPRGLWLVHG�D�326�WHUPLQDO��
E\�FUHDWLQJ�D�ORW�RI�YDOXH�DQG�VWLFNLQHVV�IRU�WKH�
merchant and customer alike. In practice, as with 

PRVW�LQQRYDWLRQ�WKDW�SXVKHV�ERXQGDULHV��WKH�QHZ�
boundaries will undoubtedly raise some challenges. 

)RU�H[DPSOH��HYHQ�WKRXJK�ªDSSV«�DUH�WKLUG�SDUW\��
KRZ�GRHV�&%$�PDQDJH�YHQGRU�ULVN�DURXQG�
VXVWDLQDELOLW\�RI�WKH�YHQGRUV�EXVLQHVV�PRGHO�LQ�
smaller niches? They will also need to grapple with 

GDWD�RZQHUVKLS��VHFXULW\��UHYHQXH�VSOLWV��DQG�ZKHUH�
WKH�GH´QLQJ�OLQH�LV�EHWZHHQ�FRUH�DQG�QRQ�FRUH�
competencies.
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2SHQ�LQQRYDWLRQ�GRHV�\LHOG�UHVXOWV��+RZHYHU��LQ�D�
QXPEHU�RI�FDVHV�ZH�KDYH�H[DPLQHG��ZH�IRXQG�WKHUH�
are traps that companies are falling into that are 

NLOOLQJ�WKH�LQQRYDWLRQ�RXWFRPHV��,Q�WKLV�VHFWLRQ��ZH�
ZRXOG�OLNH�WR�FRYHU�VRPH�RI�WKRVH�SLWIDOOV�

4.1 Missing the point: Not aligning activities 
to strategy
$V�HDJHU�H[HFXWLYHV�UXVK�WR�HPEUDFH�QHZ�PRGHOV��
many are being blindsided by trends, and not 

DOLJQLQJ�WKHLU�RSHQ�LQQRYDWLRQ�DFWLYLWLHV�SURSHUO\�WR�
WKHLU�FRUH�LQQRYDWLRQ�QHHGV�DQG�FDSDELOLWLHV��

$�SULPH�H[DPSOH�LV�ZKHUH�YHQWXUH�IXQGV�DUH�VHW�
XS�WR�RVWHQVLEO\�´QG�RSSRUWXQLWLHV�WKDW�FDQ�EH�
OHYHUDJHG�WKURXJK�WKH�FRUH�EXVLQHVV��EXW�HQG�XS�
being managed as a VC fund. The result is that there 

LV�RIWHQ�QR�LQWHJUDWLRQ�ZKDWVRHYHU�WR�WKH�RSHUDWLQJ�
HQWLW\��DQG�WKHUHIRUH�WKH�FRUH�REMHFWLYHV�DUH�QRW�PHW��

7KLV�LV�DOVR�VRPHZKDW�GHFHSWLYH��DV�HQWUHSUHQHXUV�
RIWHQ�ORRN�WR�FRUSRUDWH�YHQWXUH�IXQGV�DV�D�
mechanism to access the enormous reach of the 

main organization. It’s a missed opportunity, as 

PDQ\�RI�WKH�YHQWXUHV�FRXOG�EH�VFDOHG�PXFK�IDVWHU�
LI�WKH\�FRXOG�XWLOL]H�WKH�YDVW�FDSDELOLWLHV�RI�WKH�FRUH�
business.

4. What can we learn?

How to overcome non-alignment to strategy 
Aligning activities to strategy Use the Open Innovation Framework shown in the appendix to this document. 
Leveraging venture fund 
investments into the core 
business operations 

Try using the “equity for access model” instead of cash only investments. 
Put COO, CMO on venture fund executive. 
 

�
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4.2 The Skunkworks    model
There is a misconception that the best way 

WR�LQQRYDWH�LV�WR�VWULS�SHRSOH�RXW�RI�WKH�FRUH�
business and put them in an incubation facility 

that is completely separate from the constraints 

RI�WKH�PDLQ�FRUSRUDWH�HQYLURQPHQW��WKH�VR�FDOOHG�
ªVNXQNZRUNV«���'XULQJ�WKH�FROG�ZDU��/RFNKHHG�
Martin set up a Skunkworks to build complex 

DLUSODQHV�LQ�UHFRUG�WLPH�¨�LQ�RQH�FDVH�����GD\V�
from idea to take off. It was successful because 

it had the best talent working autonomously and 

unconstrained from normal bureaucracy, but under 

YHU\�WLJKW�WLPHOLQHV��7KLV�LV�WKH�JROG�VWDQGDUG�

As a model, the Skunkworks approach works well 

ERWK�LQWHUQDOO\�DQG�IRU�H[WHUQDO�FR�LQQRYDWLRQ��
+RZHYHU��LQ�LWV�SXUHVW�IRUP�LW�LJQRUHV�WKH�QXPHURXV�
EHQH´WV�WKDW�FDQ�EH�KDG�E\�FRUUHFWO\�OHYHUDJLQJ�WKH�
YDVW�FDSDELOLWLHV��WDOHQW�DQG�NQRZOHGJH�SRRO�RI�WKH�
core business.

$Q�H[DPSOH�RI�WKH�EHQH´WV�RI�FROODERUDWLYHO\�
working with the core company are where the 

DXWKRU�RI�WKLV�SDSHU�VHW�XS�D�ª6NXQNZRUNV«�ZKLFK�
ZRXOG�HYHQWXDOO\�WXUQ�D�7HOFR�LQWR�WKH�ELJJHVW�EDQN�
LQ�LWV�FRXQWU\��7KLV�ZDV�RQO\�DFKLHYHG�E\�OHYHUDJLQJ�
WKH�7HOFRV�QDWLRQDO�EUDQFK�QHWZRUN��DQG�LWV�HQG�WR�
end mobile security protocols.

How to determine the degree of separation of a skunkworks 
Put in place a structure to 
determine whether an 
innovation should be 100% 
separate from the core, or 
whether there is alignment. 

There are various models that can be used to determine whether an innovation 
team should work collaboratively with the core business team, or be separated 
out of the business entirely. At the end of the day, some innovations should be 
absorbed back into the core, under line management, and others should be left 
totally separate. 
 
Intel, for example, analyzed all their R&D projects to date and found there are 
eight defining criteria, at least six of which need to be met in order to keep an 
innovation within business as usual. Henry Chesbrough and Alex Osterwald 
recommend using the business model canvas to see how far off a new 
innovation is from normal operations. 

Understand what to borrow, and 
what to forget. 

A good way of structuring “Skunkworks” projects is to start with a clean sheet of 
paper and then ask “what would I need to borrow from the core business to 
really boost this project”. Separately, the team should agree with line 
management what it is that they should be actively “forgetting”, such as 
branding, normal governance procedures, etc. 

�

tm
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4.3 Hackathons as a silver bullet

0DQ\�FRPSDQLHV�VHH�KDFNDWKRQV�DV�D�TXLFN�´[�
VROXWLRQ�WR�ERRVW�WKHLU�LQQRYDWLRQ�LQLWLDWLYH��2XU�
research has shown that entrepreneurs primarily 

enter in the hope that success in a hackathon 

will lead to commercialization of their ideas, or 

WKH�DELOLW\�WR�FUHDWH�VRPH�RWKHU�YDOXH�IURP�WKH�
sponsoring company (rather than a token prize). All 

too often, one of two things happens:

��� 7KH�VSRQVRULQJ�FRPSDQ\V�H[HFXWLYH�GRHV�
QRW�KDYH�WKH�PDQGDWH�WR�IRUPDOO\�HQJDJH�WKH�
entrepreneur beyond the contest, and simply walks 

off with some great ideas that the entrepreneur does 

QRW�EHQH´W�IURP�EH\RQG�VRPH�WRNHQ�SUL]H�PRQH\�
2) The sponsoring company often has not geared 

LWVHOI�WR�DEVRUE�LQQRYDWLRQV�WKDW�DUH�SURGXFHG�E\�
hackathons – and great concepts simply die. 

How to get the most out of hackathons 
Be realistic Firstly, companies need to be realistic as to what can be achieved in a 54 hour period. As an 

innovation mechanism, Hackathons have achieved a lot at relatively low cost. However, if 
they are structured correctly they could create sustainable ventures rather than simply 
generating a pool of ideas. 

Be fair Too many companies are seeing hackathons as a cheep way to engage entrepreneurial 
talent. For entrepreneurs, the numbers are just not stacking up – many long weekend nights 
spent building technology without sufficient reward.  
In order to be fair, Hackathons need to understand the motivations of the entrepreneurs and 
reward them appropriately. This also means not robbing entrepreneurs of their IP through 
hidden “exclusivity provisions” in the hackathon’s terms and conditions. 

�

4.4 Procurement departments killing 
innovation
0DQ\�ZHOO�LQWHQWLRQHG�OLQH�PDQDJHUV�DUH�EHLQJ�
VWRSSHG�IURP�LQQRYDWLQJ�H[WHUQDOO\�E\�OHJDO�WHDPV�
who are unwilling to budge on their standard 

procurement contracts. The main issues are 

around IP ownership, and requirement for rigid 

VSHFL´FDWLRQV��DQG�UXOHV�DJDLQVW�HTXLW\�SDUWLFLSDWLRQ�
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Let’s take the case of an entrepreneur who would 

OLNH�WR�FR�YHQWXUH�ZLWK�D�ODUJH�FRPSDQ\��E\�
H[SORULQJ�YHQWXUH�RSSRUWXQLWLHV�LQ�D�ZHOO�GH´QHG�
area. As part of any design phase there are a 

number of workshops, brainstorming sessions etc... 

where different business models may be explored. 

7KH�HQWUHSUHQHXU�ZRXOG�WKHQ�LWHUDWLYHO\�EXLOG�DQG�
YDOLGDWH�WKH�FRQFHSW��WHVWLQJ�LW�DJDLQVW�XVHUV�WR�JHW�
IHHGEDFN�DQG�WKHQ�UH´QH���7KH�HQWUHSUHQHXU�PD\�
ZRUN�ZLWK�VHYHUDO�RWKHU�SDUWQHUV�RU�EXVLQHVVHV�LQ�WKH�
RSHQ�LQQRYDWLRQ�FROODERUDWLRQ�

7KH�RZQHUVKLS�RI�,3�ZLOO�EH�D�PDMRU�LVVXH�IRU�VHYHUDO�
reasons:

1. 

2.

In general, corporate procurement contracts 

require all IP created to fall under the ownership 

of the company. In practice, this means that if 

DQ�HQWUHSUHQHXU�JLYHV�����JUHDW�FRQFHSWV�WKDW�
DUH�QHYHU�XVHG��WKH�FRPSDQ\�FRXOG�VWLOO�FODLP�
D�ULJKW�WR�WKHP���7KLV�LV�ZDVWHIXO�DQG�SUHYHQWV�
WKH�HQWUHSUHQHXU�IURP�IXUWKHU�GHYHORSLQJ�WKRVH�
concepts, which might be better suited to 

DQRWKHU�SURMHFW�RU�LQGXVWU\��6XUH��VRPH�RI�WKH�
FRQFHSWV�PD\�QRW�KDYH�EHHQ�WKDW�JUHDW�¡�EXW�
WKHUH�PD\�EH�VRPH�JHPV�WKDW�QHYHU�VHH�WKH�OLJKW�
of day!

Procurement departments often think the 

business has to own the IP, when ownership 

is not always necessary.  Often it makes more 

sense for the IP creator to retain ownership and 

for the IP creator to continue to build on its ‘base 

IP’.  A large company might get some comfort 

IURP�DQ�H[FOXVLYH�OLFHQFH�DUUDQJHPHQW��ZKLFK�
could be limited to a particular industry or use, 

DOORZLQJ�WKH�,3�FUHDWRU�WR�GHYHORS�WKH�,3�IRU�XVH�
LQ�RWKHU�LQGXVWULHV���7KLV�PDNHV�,3�GHYHORSPHQW�
PRUH�HI´FLHQW�DQG�EHWWHU�IRU�WKH�HFRQRP\�DQG�
community as a whole. 
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3.

4.

��

$QRWKHU�LVVXH�LV�WKDW�EHFDXVH�WKH�SURMHFW�PD\�KDYH�
an IT component, standard technology procurement 

contracts are used. These are typically structured 

around waterfall methodologies, where requirements 

DUH�YHU\�FOHDU�DQG�ZHOO�GH´QHG�¨�XQOLNH�WKRVH�RI�
LQQRYDWLRQ�SURMHFWV�

Finally, procurement functions are not geared or 

authorized to take equity positions in procurement 

FRQWUDFWV��(TXLW\�LV�JHQHUDOO\�WKH�SXUYLHZ�RI�WKH�
M&A department, and they are generally interested 

LQ�WKH�ELJ�GHDO��UDWKHU�WKDQ�LQYHVWLQJ�WLPH�WU\LQJ�

2SHQ�LQQRYDWLRQ�PD\�LQYROYH�¬FUHDWLYH�LQSXW�IURP�
VHYHUDO�SHRSOH�RU�EXVLQHVVHV��VR�LW�FDQ�VRPHWLPHV�
EH�GLI´FXOW�WR�ZRUN�RXW�ZKR�LV�WKH�DFWXDO�FUHDWRU�
RI�SDUWLFXODU�,3�¡�LH�WKHUH�PD\�EH�ORWV�RI�SHRSOH�
FRQWULEXWLQJ�WR�GHYHORS�DQ�LGHD�LQWR�D�SURGXFW�RU�
VHUYLFH��,GHQWLI\LQJ�WKH�¬DXWKRU�RI�D�ZRUN�FDQ�EH�
GLI´FXOW���,Q�SURMHFWV�ZKHUH�SDWHQWDEOH�LQYHQWLRQV�
or copyright works are created, it is important to 

be able to identify the author or creator of the 

work in order to establish ownership.  

%HIRUH�FRPPHQFLQJ�DQ�¬RSHQ�LQQRYDWLRQ�SURMHFW��
businesses should think about what IP they will 

PDNH�DYDLODEOH�IRU�WKH�SURMHFW�¨�LH��ZKDW�H[LVWLQJ�,3�
ZLOO�WKH\�WLS�LQWR�WKH�¬RSHQ�LQQRYDWLRQ�SRRO�IRU�XVH�
DQG�GHYHORSPHQW�E\�WKH�SDUWLFLSDQWV��DQG�ZKDW�,3�
will be tightly held.  

%XVLQHVVHV�VKRXOG�DOVR�WKLQN�DERXW�KRZ�WKH�
,3�FUHDWHG�ZLOO�RU�VKRXOG�EH�PDGH�DYDLODEOH�
WR�RWKHUV���:KLOH�PRVW�EXVLQHVVHV�WKLQN�RI�WKH�
traditional ownership and licensing models, 

WKRXJKW�VKRXOG�EH�JLYHQ�WR�ZKHWKHU�DOWHUQDWLYH�
OLFHQFH�DUUDQJHPHQWV��VXFK�DV�&UHDWLYH�&RPPRQV�
licences or General Public Licenses, should be 

XVHG���1RW�HYHU\�SLHFH�RI�,3�QHHGV�WR�HDUQ�UHYHQXH�
¨�VRPHWLPHV�LWV�PRUH�EHQH´FLDO�WR�PDNH�VRPH�,3�
DYDLODEOH�IRU�IUHH��HVSHFLDOO\�ZKHQ�WKHUH�LV�D�¬ELJJHU�
picture’ or you are trying to create an ecosystem.   
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to get their heads around a $40k experiment. The 

DGPLQLVWUDWLYH�EXUGHQ�RI�VXEVFULSWLRQ�DJUHHPHQWV��
VKDUHKROGHU�DJUHHPHQWV�DQG�FRUSRUDWH�JRYHUQDQFH�
ZHLJKWV�KHDY\�DQG�ZLOO�VWLµH�WKH�PRPHQWXP�QHHGHG�
LQ�WKH�IDVW�SDFH�LQQRYDWLRQ�ZRUOG���7KH�ODFN�RI�
a simple suite of legal documents often causes 

PDQDJHUV�WR�VK\�DZD\�IURP�FR�YHQWXULQJ��DQG�IRUFHV�
WKHP�WR�UHYHUW�WR�VWDQGDUG�FRQVXOWLQJ�FRQWUDFWV�¨�D�
lost opportunity for the company.

Large organisations looking to participate in open 

LQQRYDWLRQ�VKRXOG�KDYH�WKHLU�OHJDO�WHDPV�SUHSDUH�
a simple set of legal documents to cater for the 

¬RSHQ�LQQRYDWLRQ�HQYLURQPHQW��3DUWLFLSDQWV�LQ�
RSHQ�LQQRYDWLRQ�VKRXOG�HQVXUH�WKHLU�OHJDO�DGYLVRUV�
XQGHUVWDQG�WKH�FRPPHUFLDO�REMHFWLYHV�RI�HDFK�
SURMHFW�DQG�DUH�µH[LEOH�LQ�WKHLU�DSSURDFK�WR�WKH�OHJDO�
issues.

4.5 Confusing “office space” with “co-
working communities”
$�QXPEHU�RI�FRPSDQLHV�DUH�DOORFDWLQJ�VSDUH�RI´FH�
FDSDFLW\�LQ�WKH�KRSH�WKDW�WKLV�ZLOO�WUDQVODWH�LQWR�ªFR�
ZRUNLQJ�FRPPXQLWLHV«�DV�SDUW�RI�DQ�RSHQ�LQQRYDWLRQ�
GULYH��,QQRYDWLRQ�VSDFHV�DUH�QRWKLQJ�ZLWKRXW�KLJKO\�
respected mentors, a critical mass of community 

PHPEHUV��D�FRPPRQ�YLVLRQ��DQG�WRROV�DQG�VXSSRUW�
to make them successful.
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Large companies are increasingly embracing open 

LQQRYDWLRQ�DV�D�ZD\�WR�WDS�LQWR�WKH�HQRUPRXV�SRRO�
of talent that resides outside of their companies. It 

LV�DOVR�D�ZD\�WR�VSLQ�RII�LQWHUQDO�LQQRYDWLRQV�LQ�FDVHV�
ZKHUH�WKH�EXVLQHVV�PRGHOV�FRQµLFW�ZLWK�ªEXVLQHVV�DV�
XVXDO«�WR�WKH�H[WHQW�WKH�RSSRUWXQLW\�ZRXOG�EH�NLOOHG�
off if left inside the organisation.

2SHQ�LQQRYDWLRQ�LV�QRW�ZLWKRXW�LWV�FKDOOHQJHV��
Companies need to be careful in selecting the 

right approach if they are to get the anticipated 

RXWFRPHV��7KH\�QHHG�WR�XQGHUVWDQG�WKH�HI´FLHQF\�
DQG�SULFH�WUDGH�RIIV�EHWZHHQ�HDUO\�VWDJH�DQG�ODWHU�
VWDJH�LQYHVWPHQWV��7KHQ��WKH\�QHHG�WR�HQVXUH�WKDW�
WKH\�KDYH�D�VRXQG�DSSURDFK�DQG�SURSHU�PDQGDWH�
WR�SXUVXH�DQG�LQWHJUDWH�RSSRUWXQLWLHV�WKH\�GR�´QG��
7KLV�LQFOXGHV�KDYLQJ�WKH�ULJKW�VWUXFWXUH�DQG�.3,V�
IRU�WHDPV�PDQDJLQJ�DQ\�H[WHUQDO�LQYHVWPHQWV��DQG�
the right links between operations and corporate 

YHQWXUH�IXQGV��)LQDOO\��IDLU�DSSURDFK�WR�QDYLJDWLQJ�
internal IP is essential.

&RPSDQLHV�WKDW�RYHUFRPH�WKHVH�FKDOOHQJHV�ZLOO�´QG�
WKH\�KDYH�DQ�H[FLWLQJ�DQG�HQJDJLQJ�ZD\�WR�PXOWLSO\�
WKHLU�LQQRYDWLRQ�HIIRUWV��DQG�LQFUHDVH�WKH�HI´FLHQF\�
WKURXJK�RSHQ�LQQRYDWLRQ��7KRVH�ZKR�GR�QRW��ZLOO�
OLNHO\�PLVV�RXW�RQ�QXPHURXV�RSSRUWXQLWLHV��LQYHVW�
WLPH�DQG�HIIRUW�ZLWKRXW�UHDOLVLQJ�WKH�EHQH´WV��DQG�
fail to meet internal and external expectations.

 

5. Conclusion
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