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Abstract

With the growing popularity of smart mobile devices, social networks, cloud
computing and the ways consumers adapt to new technologies, open innovation
has become key to companies' design, R&D, marketing, branding, and
management decisions.

Traditionally, companies develop new technologies by coordinating internal
and external resources to explore innovative ideas; these innovative services are
subsequently supported using internal and external channels. This study begins
with the five elements of modern management: "Production, Marketing, Human
Resources, R&D, and Financial Affairs”; and seeks to revise the five elements
when applied on open innovation. As a result, we have identified Funding, R&D,
Manufacturing, Outsourcing, and channel as the new five elements that constitute a
company's innovative value chain. We have also conducted case studies on how
these new elements may be applied in practice, while highlighting the innovations
behind their products and services.

The forces that drive open innovation include the use of the Internet instead
of conventional media as the primary form of communication, consumers'
reputation-based decision-making, new demands created by smart applications,
and the way the Internet provides an equal ground for new innovations. As more
and more Innovations are created over the Internet on open platforms, we are
presented with a brand new business model that encompasses funding, R&D,
production, outsourcing, and distribution in a different way.

Based on the 5 models and drivers of open innovation identified in this study,
we have concluded the five key factors of success below: 1. The existence of
online communities that possess a common motive, complementary technologies,
and the ability to specialize in particular areas of expertise; 2. The existence of a
funding platform that matches developers with buyers and facilitates co-ordination;
3. Clearly defined roles of managers, users, and consumers; 4. A policy that
outlines standard procedures, assigns tasks to the suitable unit, and binds
participants to their contractual obligations; and 5. A reward system that provides
participants with new suggestions, reputation, and material compensations.
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