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   the antithesis of the traditional vertical 
integration model where internal research 
and development (R&D) activities lead to 
internally developed products that are then 
distributed by the firm

“
Chesbrough (2006, p. 1)

Negative Definition of Openness
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Stolen with pride from Prof Henry Chesbrough UC Berkeley, Open Innovation: Renewing Growth from 
Industrial R&D, 10th Annual  Innovation Convergence, Minneapolis Sept 27, 2004
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Openness in Innovation: Out- vs. Inbound
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Openness in Innovation: Out- vs. Inbound
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Open vs. User Innovation

Chesbrough

‣ Focus on 
commercialization 
and business 
models 

‣ Very broad 
understanding of 
openness (e.g., 
licensing)

von Hippel

‣ Users as main 
source of innovation 

‣ Direct benefits to 
users independent of 
business models 

‣ Public good / 
commons approach



evaluated—just as in do-it-yourself problem
solving and designated contracting—with the
difference that in tournament-based crowd-
sourcing there are usually many solutions
from which one or a few must be chosen.
Effectively, we suggest that five factors are
important in a focal agent’s decision to crowd-
source a problem (Figure 4): (1) the character-
istics of the problem, especially the extent to
which it can be formulated and broadcast to
the crowd effectively and efficiently; (2) the
extent to which the focal agent needs to per-
form distant search to solve the problem inter-
nally or find a designated contractor to solve
it, as well as the characteristics of the knowl-
edge needed to solve the problem; (3) the ex-
tent to which the crowd has potential solvers
that are likely to self-select to solve the prob-
lem; (4) how the solutions that are generated
can be evaluated effectively and efficiently to
choose the one that the focal agent needs; and
(5) the pervasiveness of low-cost information
technology (IT) that facilitates the process of
crowdsourcing. We examine each of these fac-

tors to flesh out the conditions under which
crowdsourcing is a better mechanism for solv-
ing the problem than its alternatives.

Characteristics of the Problem Itself

The extent to which potential solvers from a
crowd are able to self-select and solve a prob-
lem is a function of both how the problem is
defined and the extent to which potential solv-
ers have access to it. How well a problem is
defined and made accessible to a solver is a
function of (1) the ease of delineation and trans-
mission of the problem and (2) the modulariz-
ability of the problem (Figure 4).

Ease of delineation and transmission. For
years scholars have drawn a distinction be-
tween the tacitness or noncodifiability of knowl-
edge and its complexity (Kogut & Zander, 1992;
Reed & DeFilippi, 1990; Winter, 1987). Tacitness
and complexity of a problem can limit its delin-
eation and transmission and can therefore de-
crease the probability of its being crowd-
sourced. Tacit knowledge is knowledge that is

FIGURE 3
What Is a Distant Search to a Focal Agent May Be a Local Search to Another
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Afuah & Tucci (2012, p. 361)

Tournament- vs. Community-based Innovation
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