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Foreword

“There are too few information boards at this airport”, the traveller explained. “Get
more information boards and you will address the biggest challenge for travellers at
your airport”. Many travellers “liked” this solution. Going about getting more
information boards still did not solve the issue. How come?

Open innovation could bring profit to companies and organisations via the
inflow of a multitude of new ideas that are put into action as new products, services
and solutions. Accessing the distributed knowledge of global inventors and users
becomes the way to go forth, in a competitive era driven by globalisation, new
technology and changes in user requirements. But as open innovation is not a
panacea for solving any particular problem and addressing changing user demands,
how are we to ensure that the adopters of open innovation are focusing on the
“right” problems and with the “right” methods? What are the challenges of open
innovation, and how are industries and organisations to capitalise on the distributed
knowledge and inventions and successfully bring these inventions, via the
manufacturing process flows, on to the market place? With valuable learnings
from research and industrial settings like Intel, Nokia, Philips Healthcare, small
municipality approaches, innovation intermediaries, e-learning platforms and user
communities, this book focuses on some of the key dimensions to open innovation
and open innovation technologies and how we may address them by asking the
question, how are we to manage open innovation technologies?

Stockholm 2012 Hakan Ozan
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Managing Open Innovation Technologies

The objectives of this book are to advance and disseminate research on systematic
practical open innovation, and make research results available to practitioners. The
intended target audience is both international academic community and industry
community partners, including civil society.

In particular, with the book we aim to

— Motivate and analyse the benefits of open innovation

— Present challenges in adopting open innovation technologies

— Capture best practices in the management of open innovation technologies
— Offer experiences from real-life open innovation projects

Topics addressed in this book include:

— Open innovation as in use today—theoretical underpinnings and lessons from
related research fields

— Analysis of the use of open innovation in organisations today in order to extract
best practices

— Forward-looking theoretical as well as practical future use of open innovation

The chapters address the particular topics by experiences/results gained in real-
life projects and/or other empirical research. Each chapter clearly states its purpose
and how readers are supposed to benefit from it by means of experience reports and
easy-to-grasp practical advice.

Jenny Eriksson Lundstrom
Mikael Wiberg

Stefan Hrastinski

Mats Edenius

Pir J. Agerfalk
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Managing Open Innovation Technologies—
Contemporary Best Practices

Precursors

In addressing how to successfully manage open innovation and open innovation
technologies we first need to define what we mean with “innovation” and “open”.
While invention is the first occurrence of an idea that changes thinking, things,
processes or services (McKeown 2008), innovation means an invention that was
implemented and taken to market (Brown 2006). Hence, in our view, innovation
means enabling an increase in value for producer and/or consumer. Such enabling
may come in the form of new offerings such as new or improved products or
services; new processes of how products or services are created; new business
models, or via changes in structuring the organisation or its value chain.

Usually the incentives of open innovation are the limitations inherent in the
closed. Open means removing boundaries (Chesbrough 2003). As the world is
getting more competitive, organisations find themselves in an era of innovation,
distinguished by its availability of venture capital. Today, expertise is less scarce,
and more people are educated. The mobility of knowledge workers, to new job
opportunities outside of the organisation, means that desired knowledge and expe-
rience are more frequently available outside of the organisation than within.
Locking in the best knowledge is no longer possible. Often the source of valuable
offerings is to be found outside of the organisation, stemming from individuals;
consumers or users who initially created value for themselves (von Hippel 2005),
and refined in collaborative innovation communities to viable offerings (Baldwin
et al. 2006), or via (networks of) external experts. With new technologies for
communication, the transaction costs of tapping into this knowledge are decreasing,
thus resulting in a shift to user-centred innovation processes, leaving traditional in-
house innovation processes lagging behind.

Xiii
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Open Innovation and Open Innovation Technologies

Looking around the landscape of existing open innovation technologies we notice
their multitude and their multifaceted nature: brainstorming, idea management,
technology scouting, innovation marketplaces, prototyping sandboxes, market
intelligence and test beds for innovation, just to mention a few. Not requiring
high technology, innovation is still relative to the prevailing infrastructure and
market maturity. Hence, IT presents itself as an enabler for both. Internet technol-
ogy lends itself well to connecting large groups of customers, seamlessly interfac-
ing with existing technology in the manufacturing line. Customer studies are
bygones when direct customer interaction becomes possible, enabling learning
from the customer as well as educating the customer of the offerings and the
potentials of their use. Hence, at the time of internet technology and the maturity
of the users, Web 2.0 applications present a great opportunity for innovation. From
working hard to getting the top brains to work for us, we are instead able to tap into
the vast and diversified knowledge of the world. Clearly, innovation policies are
now turning from closed in-house innovation processes into open innovation
ecosystems.

Managing Open Innovation Technologies

Due to the unstructured nature of these open innovation ecosystems, strategic
management is the means of providing structure and direction, and hence value
from the interaction. Managing open innovation technologies is about structured
methods for identifying, finding, collecting and incorporating the resulting creativ-
ity and new thinking of open innovation into the existing organisation’s business
strategy, processes or structures. Even more importantly, management deals with
political, social and cultural issues that have an impact on rethinking social
structures and on the mind-sets of the employees.

This means that managing open innovation technologies touches upon changes
of planning, processes, people, technical infrastructure and performance. It is about
finding strategies and processes of innovation and to align these to other processes
of the organisation, through implementation and maintenance of current methods
and tools of innovation.

Potential Issues and Challenges

Going about open innovation is never solely about theories nor best practices. It is
through implementation and the use of new thinking in the existing organisation
that realises the potential of open innovation. Any platform set up for collecting
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ideas cannot by itself transform the wisdom of the crowd into business advantage
for the organisation. Additionally, the incentives and means to invest in open
innovation are essential. Organisations embracing open innovation are presumed
to do so for its proven ability to maintain and advance business innovation, but not
all organisations that desire to adapt to customers’ demands are businesses or have
the aim of generating profit. Drawing on open innovation is possible if management
of the open innovation technology is fitted for its purpose and the organisational
goals are clear. Undoubtedly, a mere reinterpretation of open innovation on to old
concepts to fit the existing organisational structure or business models may cause
the potential of open innovation to be left unexplored. Here lies the challenge.

Coming back to our initial story, the airport refined their understanding of the
traveller’s solution by a root cause analysis. At a closer look, the issue was not
about information boards at all, it was about the difficulty of finding the way at the
airport. Clear management of any type of technology, including open innovation
technologies, is the way to create value for the organisation and its customers.
Doing so is all about learning the essential lessons from others, what the challenges
are, to understand how this would create benefits for the organisation and push it to
completion. In this book, we offer you an aggregated view of benefits and
challenges of open innovation technologies, and present experiences from manag-
ing real-life open innovation projects.

Target Audience and the Objectives of the Book

The objectives of this book are to advance and disseminate research on systematic
practical open innovation and make research results available to practitioners. The
intended target audience is both international academic community and industry
community partners, including civil society.

Overall, the book addresses the particular topics by experiences gained from
real-life projects and other empirical research. The experiences recorded are drawn
from sound empirical studies conducted at the particular sites described, and
include observations of practitioners as well as other observations from various
sources. Each chapter clearly states its purpose and how readers are supposed to
benefit from it by means of experience reports and easy-to-grasp practical advice.
Together, they provide existing state-of-art and state-of-best-practice of the facets
addressed of managing open innovation technologies.

Book Overview

Topics addressed in this book are presented in the following three themes and a
concluding section:
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Theme 1 deals with open innovation as in use today—theoretical underpinnings
and lessons from related research fields. This theme comprises five chapters that
develop the theoretical underpinnings of open innovation as they elaborate on
theories from adjacent fields. The results are exemplified by empirical findings.
They discuss precursors of open innovation and provide valuable insight on how
and why organisations are to position themselves to benefit from technology and
openness.

Theme 2 concerns analysis of the use of open innovation in organisations today
in order to extract best practices. The five chapters of this theme present contempo-
rary best practices derived from industrial applications of open innovation
technologies. The chapters of this theme provide industrial experiences of open
innovation. The overall focus is set on the collective, collaborative nature of open
innovation, the role of networking and how the underlying technical infrastructures
and the application of open innovation technology change the organisation. The
chapters provide practical advice on the coordination and management of diffusing
opportunities for innovation, the motivations of the users of open innovation
outcomes themselves as well as aspects of open innovation in digital platforms
for learning.

Theme 3 presents forward-looking theoretical as well as practical future use of
open innovation. In this theme the chapters deal with prerequisites of open
innovation, how various sources of knowledge for open innovation are to be
approached and how open innovation technologies may be employed for smaller
tasks. Two of these chapters deal with the potential and barriers of open innovation,
and poses a final question on how open, open innovation really is.

The concluding section is written as a conceptual exercise, reflecting on the
phenomenon of open innovation. It works as material for further reflections and as a
starting point for further explorations into future challenges of open innovation.

References

Baldwin, C. Y., Hienerth, C. & von Hippel. E. (2006) How user innovations become commercial
products: A theoretical investigation and a case study. Research Policy (35)9:1291-1313.

Brown, J.S. (2006) Foreword: Innovating innovation. In Chesbrough, H.-W. Open Innovation: The
New Imperative for Creating and Profiting from Technology. Harvard Business School Press,
Boston, MA, ix—xii.

Chesbrough, H. W. (2003). Open innovation: the new imperative for creating and profiting from
technology. Harvard Business School Press.

McKeown, M., (2008) The truth about innovation, Pearson, Financial Times.

von Hippel, E. (2005) Democratizing Innovation. Cambridge, MA: MIT Press.



Theme 1
Motivations

Open Innovation in Use Today: Theoretical Underpinnings and
Lessons Learnt from Related Research Fields

The chapters of this section provide an overview of recent open innovation tech-
nology applications. The authors develop theoretical underpinnings of open
innovation, by adapting theories from related fields, and also illustrate their findings
by presenting case studies.

In the first chapter, Bjorn Lundell and Frank van der Linden address some of the
premises of open innovation by using open source software as an exemplar. They
specifically address “commodification” and how various degrees of openness can
be situated in a continuum that spans from technology that differentiates a company
from its competition to commodities that provide no business advantage in itself.
The study draws on experiences from software development in the medical imaging
domain at Philips Healthcare with lessons potentially applicable to a broad array of
industries.

In the second chapter, Aldo de Moor and Mark Aakhus elaborate on the role of
conversation for successful open innovation. More specifically, they provide a
framework based on linguistics and language philosophy and use this to propose
a social media tool system that could be used by the Intergovernmental Panel on
Climate Change (IPCC) to improve their interaction with stakeholders. In the spirit
of Kurt Lewin’s “there is nothing so practical as a good theory”, they provide a
useful set of advice for anybody aiming to approach the social media space to
engage with the crowd in product and service innovation.

The third chapter, by Matt Germonprez and Brian Warner, explores how and
why organisations may participate in open innovation communities. To address
these questions, the authors analyse participation in the open innovation community
associated with the design and development of the Linux operating system—again
using open source software as an exemplar of open innovation technology. Partici-
pation in terms of contributions and differentiation is investigated within the
context of two large international organisations involved in the development of
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the Linux kernel. The findings contribute to our understanding not only of open
innovation but also more generally of agile development in a contemporary devel-
opment context.

The fourth chapter, by Mats Edenius and Ali Yaklef, continues the exploration
of organisational adoption of open innovation technologies, specifically
investigating how and why organisations are managing feedback from their
customers and how this contributes to processes of organisational learning. The
study draws on experiences from ten different organisations that have used
the Kundo application to engage with their customers. The results show that the
specific technology under study can contribute to an organisation’s understanding
of their customers, but that its implementation has to factor in the dynamics
involved when trying to control learning processes that transcend the border of
the firm.

In the fifth and final chapter, Karlheinz Kautz, Sameen M. Rab and Michael
Sinnet turn to open innovation in inter-organisational networks in the IT industry,
specifically following how a software development company developed over time
through partnership, outsourcing and merger. The analysis shows the decisive role
that open innovation technology may serve in turbulent contemporary business
environments, which more often than not include globalisation, customisation and
large-scale collaboration.

The five chapters clearly show that although technology is important to open
innovation, understanding the social interactions, conversations, politics and
knowledge processes involved is key to successfully managing these technologies
and to reaping the most benefit from them. By doing this they summarise the
comprehensive theme of all the papers; we need to identify and understand both
the barriers and drivers to practice open innovation.

Par J. Agerfalk



Chapter 1
Open Source Software as Open Innovation:
Experiences from the Medical Domain

Bjorn Lundell and Frank van der Linden

Abstract In the past decade, we have witnessed an increased interest amongst
commercial and public sector organisations for Open Source Software (OSS).
As any individual and organisation has the right to freely read, use, improve
and redistribute the source code for software that is developed and released under
an OSS licence, it creates new opportunities for Open Innovation. In this chapter,
we report on how companies collaborate on production of software artefacts in an
OSS project, thereby showing how a form of Open Innovation can be utilised by a
large company that goes beyond collaborative development of ideas. In doing so,
we report on company decisions and development practices concerning how
a software project evolved from proprietary to an open collaborative software
development project that is released under an OSS licence (LGPLv2).

1.1 Introduction

Open Source Software (OSS) is software that is licenced and made available under
certain “open” conditions, which inherently stimulates a collaborative development
of ideas and software artefacts. Anyone who has developed, obtained or adopted
such software has the right to freely read, use, improve and redistribute the source
code for such software. Over the years, collaboration based on (or stemming from)
OSS has influenced many individuals and organisations who have adopted new
work practices, and in some cases, even fundamentally changed their way of
working.

This chapter gives an illustration of how development of OSS, as an example of
Open Innovation, has been adopted by a large company in the secondary software

B. Lundell ()
University of Skovde, Informatics Research Centre, Skovde, Sweden

F. van der Linden
Philips Healthcare, Best, The Netherlands

J.S.Z. Eriksson Lundstrom et al. (eds.), Managing Open Innovation Technologies, 3
DOI 10.1007/978-3-642-31650-0_1, © Springer-Verlag Berlin Heidelberg 2013



4 B. Lundell and F. van der Linden

sector. We discuss challenges in software development and present a framework,
the commodification diagram, in order to conceptualise experiences from a case
study of OSS development in the medical domain. By drawing from the case, we
discuss emerging trends and relate these to Open Innovation. The case study was
conducted in a large European company and illustrates how emerging commodifi-
cation trends in the software domain have impacted on company decisions and
development practices.

With the adoption of OSS and development practices in companies, the practice
for development and deployment of software systems is changing. When
companies collaborate on OSS projects, the Open Innovation goes beyond collabo-
rative development of ideas and also includes collaborative production of software
artefacts in Open Source projects outside the traditional organisational boundaries.
This trend of open collaboration can be seen as an implication of the ongoing trend
of contemporary commodification of software which inevitably has consequences
for companies leading to new forms of collaborative development.

In the secondary software sector, we have recently seen an increased interest in
new forms of development practices, such as inner and open source development of
software systems. This form of new development models can be seen as one way by
which companies in this sector can deal with the contemporary commodification of
software. However, for large companies, it may not be so easy to change established
traditions and current work practices. Consequently, adoption of new principles and
practices for software development certainly imposes new challenges. In this
chapter, we comment on these by drawing from a specific case, which we then
relate to the broader picture of Open Innovation. Our case study, stemming from the
medical domain, gives insights into how organisational and development practices
have evolved over time with a resulting increased “openness”. Today, our case
constitutes an interesting exemplar of how a large company can utilise a form of
Open Innovation to collaborate on the production of software systems.

1.2 Open Source Software as an Exemplar of Open Innovation

Since the late 1960s, researchers and practitioners have struggled with how to cope
with an ever increasing complexity in the development of software systems. One
way by which companies have sought to address challenges in various projects has
been to utilise new development models, including OSS and its associated collabo-
rative model for development (Bonaccorsi and Rossi 2006; Fitzgerald 2006;
Lundell et al. 2010).

Open Source is the widely used term for a type of software licence that Richard
Stallman referred to as “Free Software” when he founded the Free Software
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Foundation (FSF'). The term “Open Source” was coined in 1998 to give the
phenomenon a more “business-friendly” association. The definition is controlled
by the Open Source Initiative (OSI?) and the term “Open Source Software” is today
more widely used in company contexts than “Free Software”. The definition of such
software used by the FSF states that it is “a matter of the users’ freedom to run,
copy, distribute, study, change and improve the software”. More specifically, the
definition refers to “four kinds of freedom, for the users of the software”, namely
the freedom to:

* Run the program, for any purpose

e Study how the program works, and adapt it to need
» Redistribute copies

» Improve the program, and release the improvements

Although there are differences in terms of value between OSI and FSF, both
organisations refer to the essentially same type of software. Today, both
organisations have much in common with collaboration on many practical issues.
For example, OSI accepts almost all of the licences defined by FSF, and vice versa.
For OSI, the “openness” of source code for any piece of software is primarily
a practical issue that allows an open form of collaborative development, whereas
for FSF the “freedom” is primarily an ethical issue.

Sometimes, the term “FOSS” is used to stress the similarities rather than the
differences between the two. Further, the term “Libre Software” is also used for this
type of software, especially in the Latin speaking countries. The term “Libre”
avoids the ambiguity of the word “free” in the English language (i.e. “free” as in
no-cost vs. “free” as in freedom) and sometimes the term “FLOSS” (Free, Libre and
Open Source Software) is used when referring to the collective phenomenon whilst
trying to avoid an ideological debate. However, when referring to such software for
the purpose of this chapter, we adhere to the term Open Source Software (OSS),
which is commonly used in industry.

Irrespective of which term is used for denoting software systems that have been
developed using this open form of collaboration, it is essential to recognise that
a number of industrial strength software systems have been developed as a result of
this form of collaborative development over the years. For example, the operating
system kernel Linux (Moon and Sproull 2000), the web server Apache (Mockus
et al. 2002) and the web browser Mozilla/Firefox (Mockus et al. 2002) are all being
developed, maintained and made available by their respective communities as OSS.
Such communities, typically, involve a variety of different stakeholder groups that
collectively contribute to OSS projects. It should be noted that there are a range of
different motivations, including pure self-interest, that encourage stakeholders to
contribute to an OSS project (e.g. Bonaccorsi and Rossi 2006). For many years
now, it is clear that a “significant amount of software developed by commercial

! http://www.fsf.org/
2 http://www.opensource.org/
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firms is also being released under open source licences” (von Hippel 2005, p. 99).
In fact, many companies have experienced that open collaboration in OSS projects,
which involve a number of different active users and developers representing
a variety of different organisations, can together bring the software to high value
and quality.

Today, all the above-mentioned examples of OSS projects are being used in a
range of different usage contexts, including mission critical applications in many
different organisations. In doing so, it is clear that OSS development shares some
fundamental ideas with Open Innovation, such as “greater external sources of
information to create value” (Chesbrough 2006). It is therefore, perhaps, not
surprising that embedded Linux has been ascribed as a prominent success story
of Open Innovation (Henkel 2006).

Collaboration in OSS projects represents a novel way for open collaboration on
both ideas and production of software artefacts. As stated by von Hippel (2005),
“open source software communities do not allow contributing innovators to use
their intellectual property rights to control the use of their code. Instead,
contributors use their authors’ copyright to assign their code to a common pool to
which all—contributors and non-contributors alike—are granted equal access.
Despite this regime, innovation seems to be flourishing” (p. 113).

Practical Tip

Collaboration is beneficial for you, especially if you do not break your own
added value. Collaboration with the competition may be useful, as you both
improve without harming each other. A healthy competition is good for your
market, as being the monopolist implies that you have to do any innovation on
your own.

In fact, many of the successful OSS projects attract interest and contributions
from a range of different individual contributors and commercial organisations.
According to von Hippel (2005), “Open source software projects are object lessons
that teach us that users can create, produce, diffuse, provide user field support for,
update, and use complex products by and for themselves in the context of user
innovation communities” (p. 14). Further, it has been noted that there are also
similarities between communities related to physical products and OSS
communities, in that “complex communities devoted to the development of physical
products often look similar to open source software development communities in
terms of tools and infrastructure” (von Hippel 2005, p. 103).

It should be noted that adoption of Open Source and Open Innovation principles
in company contexts is not always without problems, as experienced by Wallin and
von Krogh (2010). They identified tensions in a company between top- and middle-
level management concerning its adoption of an Open Source strategy, and report
that “While top management embraced an open source policy, middle-level
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managers who supervised the internal developers were negative toward it. Perhaps
the use of external developers undermined their power or prestige, or created
concerns about the quality of the products in other ways. Political forces may
make it difficult to open up the innovation process to outsiders” (p. 419).

However, a recent study conducted in 13 companies in the secondary software
sector, involving senior decision makers with experience of assessing OSS adop-
tion, found that “open innovation practices are already in operation in all of the
companies studied” (Morgan and Finnegan 2010, p. 91). Further, the study revealed
“the need to increase innovativeness by opening up internal software innovation
processes” (p. 91).

1.3 Software Commodification and Its Implications
for Software Development

In the past decade, there has been an increasing trend towards changing established
software development processes in many organisations. Many companies in the
secondary software sector have experienced an increasing amount of complex
software systems which are no longer providing a competitive advantage to the
company, and it is clear that organisations need to adapt to a new situation which
involves an increasing amount of commoditised software systems. With a broader
recognition of this commodification trend amongst different stakeholder groups
within companies, and with the availability of an increasing amount of complex
commodity software, it is clear that organisations need to strategically consider
their own development practices in light of their own business goals.

Many companies in the secondary software sector need to deal with how to
obtain best leverage from the changing conditions which affects their own
established practices. In fact, “only a small part (5-10 %) of the software is
differentiating” (van der Linden et al. 2009), and it is this part of the software
(which constitutes only parts of a product in this market) that “provides added value
over the competitors” (van der Linden et al. 2009). This implies that it is only this
small part of the software that helps distinguish a company’s own developed
product “from competitors’ products” (van der Linden et al. 2009). Hence, there
is potential for collaboration amongst competitors over large (non-differentiating)
parts of the software, and many companies have realised that new development
models, including different Open Source development models, may be beneficial
for addressing challenges in developing and maintaining complex software systems
in many situations in this sector.

When utilising such, network-enabled collaboration in developing the software
is jointly developed by stakeholders representing different concerns, both within a
single company and beyond its organisational borders. Typically, the software
may be produced by a group of designated developers that share a common vision
for the Open Source development project. However, for individual companies in



8 B. Lundell and F. van der Linden

technology

differentiating

basic for the business
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intra inter open collaborations
company companies

Fig. 1.1 The commodification diagram

this domain, it is important to strategically consider how a company’s business and
development strategies are congruent and reinforce each other. Obviously, business
goals must be in line with development practices, and it is critical for any company
to strategically consider what (and when) to initiate and engage in Open Source
development related to any specific software systems. In general, the advantages
and drawbacks of utilising OSS and its methodology in software intensive systems
are not by and large completely understood. However, there are many companies in
this sector which engage in Open Source development and “utilise commodity
software in order to free resources for innovation” (Lundell et al. 2011).

A significant amount of all software being developed in the secondary software
domain does not provide any added value for an individual company over its
competitors, as it is more or less common to the product domain. It may even be
the case that specific software is a commodity across different domains. Hence, for
achieving efficiency and effectiveness in software development, it makes sense for
any company to only focus on producing the differentiating parts, i.e. those with the
highest added value, in the in-house development. For the remainder, collaboration
between different companies and individuals in Open Source development projects
is a viable option.

Figure 1.1 shows the commodification diagram for software development (see
also van der Linden et al. 2009). It illustrates the landscape of technology versus
business decisions on how to develop (or acquire) software. There are two corner
areas to be avoided in producing technology. The upper right-hand (red coloured)
corner should be avoided, since it would mean exposing (and passing) added value
to competitors. For example, a company has reasons to diversify before opening up
a unique software system for which they have to spend considerable resources on
development in a highly specialised niche market, and as it therefore can be
envisaged that the pool of potential contributors from external organisations will
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be very limited. The lower left-hand (yellow coloured) corner should also be
avoided in order to minimise development costs, since commodity technology
can be obtained cheaper by adopting (buying) existing technology instead of
making it. Hence, healthy software development is characterised by the middle
(green coloured) area, from top left to bottom right. Differentiating software, with
high added value, is developed within the organisation (top left corner). Commod-
ity software, with low added value, is bought at the market or even available at low
(or no) costs (OSS).

Over time, all software is moving from top to bottom in Fig. 1.1. Most (innova-
tive) software development starts out as being differentiating software for some
party. At a certain moment, the specific software will not provide a competitive
advantage for the company that initiated its development. In such a situation, it can
be considered as basic for the business. Further, at a later stage, the software even
moves towards commodity. Healthy software development is characterised by
combining this vertical movement with the move, for any software, from left to
right, from in-house to (open) collaborations. In order to avoid the top right-hand
and the lower left-hand corners, companies need to consider strategically when
to change their existing development model for any specific software, in order to
change the development model at the right pace.

In essence, any company needs to analyse carefully its software with respect to
Fig. 1.1 in order to know when to change their development model and approach for
collaboration. Further, it is essential to realise that different companies have
different business objectives, which affects the interpretation of the status of their
software. It is clear that a specific software, which may be a commodity software
for company A, may at the same time, for example, be a software which is “basic
for the business” for company B. For example, where an integration platform may
be seen as commodity for a company offering specific hardware which uses this
platform, it may not be for a vendor offering integration platforms as part of
its proprietary products. Implications of the commodification of software (i.e. the
move from top to bottom in Fig. 1.1) mean that an increasing amount of the
software stack in a company is commoditised over time. Hence, it is essential
to realise that each company needs to understand these shifts and consider its
own software in light of its own business objectives in order to make the
right decisions concerning choice of collaboration. In summary, each individual
company needs to stay on the “green” in Fig. 1.1 in order for them to stay
competitive.

Practical Tip

All organisations must continuously consider technology shifts and assess
their own development and adoption of software systems in light of the
commodification diagram. In order to obtain leverage from opportunities
with open collaboration, an organisation must fully understand technology
shifts and how prerequisites for open collaboration evolve over time in
different business scenarios and contexts.
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In addition to “pure” Open Source software development, some companies also
utilise the development model from Open Source. This has been referred to as inner
source development, and it involves a set of teams which collaborate in a coopera-
tive ecosystem (Stellman and Greene 2009). Its scope is more restricted compared
to “pure” Open Source software development and relates only to the first two
vertical columns of Fig. 1.1. Similar to open source development, inner source
development applies an open, concurrent, model of collaboration. However, for the
rest of this chapter we will focus on Open Source software development.

Currently, a number of companies are utilising open and inner source develop-
ment to address the commodification of industrial software. In the next section, we
draw from a case study in order to illustrate how a large European company has
addressed the software shift towards open collaborations, using Open Source
software development. In particular, we comment on the evolution through the
landscape of Fig. 1.1 and show how the case has moved from a closed to an Open
Source software development model which is freely provided on an open platform.

1.4 Open Source Software Development in the Medical Domain

This section gives an example of an endeavour originating from Philips Healthcare®
in increasing the amount of open innovation of parts of its software, by opening up
software in an open source community (Engelfriet 2007). This endeavour was
partly based on business reasons—the software was becoming commodity—and
partly it was a test case to discover the consequences of starting an open source
community. The company should spend most effort on the most business-relevant
technology. For the rest, it should cooperate with others. In cases when software
becomes a commodity, this means that one should consider opening up software. It
will be successful if it attracts enough external collaboration that relieves the
company from part of its development costs. It becomes even better when
contributors from a large community that are affiliated to other external
organisations provide fresh new ideas to innovate the software for the benefit of
all involved. Several measures were taken to improve the motivation of participants
in the community. The company found that this endeavour of utilising an Open
Source community as a strategy for Open Innovation can be profitable, and the
conclusion from this experience was that it is profitable. This example is further
discussed in van der Linden et al. (2009).

Exchange of medical information has been subject to standardisation and
standards since the end of the 1980s, and we have seen an increasing number
of standards in this area over the last decades. One such standard is the DICOM
standard (Digital Imaging and Communications in Medicine), which is used as a
basis for the exchange of medical images. Over the years, different companies have

3 Formerly called Philips Medical Systems
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developed various implementations of the standard. Therefore, conformance to the
standard has become important, leading to a need for having a validation tool that
can check conformance to the standard. This, in turn, leads to less field problems in
interoperability and reduced field support costs.

Since 2000, Philips Healthcare and AGFA Healthcare have been distributing a
free binary DICOM validation tool. To make this tool independent of the
companies and to improve an open collaboration on the topic, it was decided in
2005 to release the tool as an Open Source software project. The Open Source
software DVTk* is made available under the GNU Lesser General Public Licence
(LGPL v2°) and the Open Source project is hosted on the SourceForge.net platform.

The success for the two initiating companies of this transition was based on the
community that uses and contributes to the tool. The scope of the open source tool is
extended towards the creation of state-of-the-art standard tools to prevent and solve
integration problems of systems in the medical imaging domain.

By opening up the software, the initiating parties aimed to create worldwide
acceptance of DVTk as an independent (de facto standard) and trustworthy tool,
involving a large base of users. By initiating an open collaborative development of
the tool, the initiators expected to get the best value out of the development cost.
Further, it was also expected that a large user and developer group would result in
higher quality and fewer overhead costs. To support these goals, the initiators have
remained active in providing community mechanisms that address different
motivations for participation in the open collaboration amongst individuals and
companies.

A number of initiatives to stimulate collaboration with (and within) the project
have been undertaken by the initiators of the project, including:

e Creating DVTk website with forum and registration
» Organising and executing timely User Events

» Implementing the concept of “trainee project”

e Participating in IHE Gazelle Open Source project

» Responding to tenders for Test SW development

The latter two initiatives illustrate the extension of the scope towards other
interoperability standards in healthcare. To measure the achievement of the goals,
the company has monitored the Open Source project since its start, and in doing so
continuously measured a number of aspects which indicate project activity:

¢ The number of downloads of the tool per year; indicating whether the tool,
which is updated regularly, is still useful for a wide community

e The number of comments on the tool received per year; indicating the active
interest of the users in improving the tool

4http://www.dvtk.org/; http://en.wikipedia.org/wiki/DVTk
5 http://www.opensource.org/licenses/LGPL-2.1
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Fig. 1.2 The DVTk project and DICOM in the commodification diagram

The number of companies participating in the development of the tools;
indicating whether there is enough sharing of development

Figure 1.2 shows an overview of four important stages in the history of the

DVTKk project, clearly illustrating how different company decisions have resulted in
an evolution of the project through the commodification diagram (additional details
of the project can be found in van der Linden et al. (2009)). Figure 1.2 shows how
the project has evolved, via four stages, into a “commodity” project for which there
is open collaboration.

Briefly, the four stages in the evolution of the project can be characterised as

follows:

1.

In 1995, DICOM was a quality interface, only available as a system option for
those that really needed interoperability on medical images. Several vendors
provided their own solutions, and this was part of the competition. DICOM
support was an added value for medical equipment companies.

. In 1999, DICOM was no longer differentiating. The clients all needed interopera-

bility and they just expected DICOM support and Philips Healthcare decided to
provide the DVTk application binary freely downloadable via their own website.

. In 2001, to share development costs and increase adoption of DVTk, a joint

development started with another company (AGFA). The development of DVTk
was still developed and provided under a proprietary licence. The functionality
is necessary for each company that supports DICOM interoperability.

. In 2005, it was decided to create an open platform to ensure uniformity. The

software is still domain specific, but for the companies involved it is regarded as
commodity.



1 Open Source Software as Open Innovation: Experiences from the Medical Domain 13

The DVTk project is very ambitious in its objective and strives for global
acceptance and more co-developing partners. The project has several different
types of participants and users, which can be characterised as: the common user,
the interested collaborator and the dedicated developer (O’Reilly 1999). Over time,
some users eventually migrate and become more involved, so a common user could
become a future dedicated developer. The DVTk project decided to implement
some mechanisms which address the motivational factors of developers to promote
contributions. These are to:

¢ Implement User Registration on the website to address the “reputation among
peers” motivation. The idea is that when people can have a virtual face when
communicating with the community they are more likely to communicate more
actively.

¢ Implement the concept of “trainee project” in the DVTk project to address the
“learning” motivation. Co-developing on DVTk is positioned as a way to learn
the standard. By having a set of trainee projects, people can select a work item
which helps them in understanding the standard.

¢ Organise and execute timely User Events to motivate the “sense of belonging to
the community”. If you can meet your co-developers face to face in timely
events people tend to feel more committed to the co-developers and thus to the
project.

After User Registration was implemented, the number of posts on the discussion
forum increased, indicating growing activity and involvement. About ten trainee
projects were defined in December 2006. Several of these project assignments
led to new developers in the project. In February 2007, the user event attracted 40
participants from 30 companies. After the workshop, five parties were considering
participation, of which three eventually became involved. The event resulted in
anew collaboration with the IHE organisation which is a leading organisation in the
healthcare domain.

The user registration has a positive impact on motivating users to post questions
and provide problem reports. It is not a burden for people to register, since it
provides the ability for people to gain reputation. For DVTKk it seems as it is better
to have a smaller group providing a lot of feedback than having a large group of
users only posting a small set of comments. The User Event is an effective
mechanism to meet potential new parties. Having the training projects is a con-
trolled and effective mechanism to get the potential parties really involved.

The number of downloads has increased enormously since the project was
provided as Open Source software. In the first two years, the number of downloads
increased from 1,000 to 14,000 per year and the number of comments increased
from 5 to 80 per year. The number of users increased by 1,200 % within the same
time period. The number of companies and initiatives that work together with the
project has grown from 2 to 9. This means that sharing the maintenance and



