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In this review, the Nordic countries look at the next steps 
required for meeting the challenges of staying competitive 
in a global knowledge and innovation driven economy.

Competition in a global knowledge economy means 
among other things that knowledge increasingly becomes 
a commodity, which can be sourced from anywhere 
around the world. The Nordic countries have been among 
the first to internationalise their national innovation 
systems. They have done so by setting up international 
innovation centres and technology offices in global inno-
vation hot spots such as Silicon Valley, Shanghai, Beijing, 
St. Petersburg, Münich and Tokyo. The report suggests 
that the Nordic countries pool some of their resources 
and test out the potential gains from co-operation be-
tween their existing national export promotion and tech-
nology and innovation offices in Asia. Moreover, the re-
port suggests that the next generation of innovation poli-
cies will be on the theme of open innovation and how to 
manage global sourcing of knowledge. The report is in-
teresting reading to any individual interested in the new 
movements in innovation policies and globalisation.
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Chapter 2: Key Trends in Innovation

The OECD defines innovation as ’new products, business processes and organic chan-
ges that create wealth or social welfare’. Richard Lyons - Chief Learning Officer at 
Goldman Sachs offers a more condensed version. He says that innovation is ’fresh 
thinking that creates value’. Both serve as definitions for innovation in this report.

Although innovation often refers to new technologies this is not always the case. The 
self-service concept of fast food popularised by McDonald’s is an innovation that in-
volves running a restaurant in a different way. This was an innovation in the business 
model for running a restaurant and in the processes that lie behind the business model. 
Leading companies stress the need to move innovation out of the laboratory, indeed 
out of the company and into the ’real world’ where it is integrated with the ’real work’ 
of a company that of growing revenues, beating competitors and winning in new 
markets. 

A number of important trends have emerged in response to pressures on companies 
arising not only from the rising cost and complexity of R&D but from the slow and 
insular nature of traditional innovation processes. According to a global cross-industry 
study by Booz Allen Hamilton3, higher research spending doesn’t ensure better perfor-
mance in terms of growth, profitability or shareholder returns.

Lab-centric bureaucratically controlled approaches to innovation are giving way to 
more democratic and open models of innovation. Companies recognise that clever ide-
as are everywhere, most often and most usefully in the minds of their clients and custo-
mers. They see that too often they have failed to exploit these very valuable resources. 
This has lead to the emergence of a new model or a new way for organizing innovation 
called Open Innovation. 

In this review we use the term ’Open Innovation’ to refer to a range of innovation 
related behaviours of companies that are very much inter-related, that have received 
a lot of attention in the literature recently, and all of which imply a need to open-up 

3	 	’The	Customer	Connection:	The	Global	Innovation	1000’	by	Bary	Jaruzelsi	and	Kevin	Dehoff	in	Strategy	and	Business	Issue	49,	2007
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a two way traffic of knowledge, know-how and insight into the innovative company. 
These main concepts are:

Hidden Innovation•	 4,5,6,7 is innovation not captured by traditional indicators, it 
includes innovation in business models, services, management, organization, 
design, innovation in the process of innovation itself.
Open Innovation •	 that relies on the open exchange of knowledge with partners 
such as suppliers, clients and customers, universities and research laboratories.
User-Led Innovation•	  that relies on collaboration and knowledge sharing with 
customers or industrial clients that modify and adapt products to suit their 
individual or specific needs.

Hidden Innovation, User-Led Innovation and Open Innovation are three aspects of 
the same issue, that the most important part of the innovation system for any company 
is its supply chain, in particular those parts that are closest to the client or customer. 
This is where the innovation-based battle for business is fought. 

This has important consequences for how companies, especially companies that are 
global or want to go global, organise their innovation internationally. Nordic govern-
ments already acknowledge that about 95% of the world’s scientific output is produced 
outside the Nordic region and that the future competitiveness of Nordic enterprises 
relies on their ability to tap into this global knowledge base. In a nutshell the knowl-
edge required for innovation no longer exists at home. The only option is to go out and 
tap it at the source. That means in the market, in the existing supply chain, in possible 
future supply chain partners and anywhere bright-motivated people with specialised 
knowledge can be found.

Open Innovation

Many books and articles have recently been written about open-innovation and a 
number of Nordic countries are recognised as global leaders in the field. Outstanding 
examples from the Nordic countries include Nokia, Lego and Electrolux. Examples 
from other regions include Intel, Philips, CISCO, Apple and Procter and Gamble. 
They all have different models or styles of open-innovation. In all cases this approach 
4	 	Innovation	Nation

5	 	2006	NESTA	Policy	Brief	entitled	‘The	Innovation	gap:	Why	Policy	needs	to	reflect	the	reality	of	innovation	in	the	UK’

6	 	2007	NESTA	Policy	Brief	entitled	‘Hidden	Innovation:	How	innovation	happens	in	6	low	innovation	sectors’

7	 	NESTA	Policy	Briefing	TIN/22	Published	March	2008	and	entitled	‘Towards	an	Innovation	Nation’
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is driven by a need to get greater value from innovation related investments, more and 
better return on investment at lower cost and in shorter time frames. 

Business increasingly recognizes the need to develop and participate in ‘Open- Inno-
vation’ systems and processes. Open-innovation is about the two-way traffic of know-
ledge for innovation where unused knowledge-assets are sold-on while those that are 
needed can be acquired. Companies see themselves at the centre of networks of part-
ners that bring in ideas relevant for their own innovation needs as well as the resources 
and ability to act upon these ideas. They see themselves at the centre of networks of 
actors capable of assimilating knowledge and know-how they possess as part of their 
own innovation projects. 

Procter & Gamble: Connect and Develop
Companies such as Procter and Gamble, British Telecom, Philips and IBM no longer rely on 
in-house research and development to support innovation. 

The main open-innovation programme at Procter & Gamble is called ’Connect and De-
velop’. In 2000 it accounted for 20% of innovations at the company, by 2007 this had risen 
to 35% of all new products and had generated billions of dollars of annual revenue. The goal 
is for 50% of all innovations to originate outside the company.

The system connects 8,000 researchers, 600 partners and 5 business units around the world. 
According to P&G the future of R&D is in the ‘collaborative networks that are in touch with 
the 99% of R&D that we don’t do ourselves’. 80 internal R&D staff works as technology 
scouts. Thanks to the open innovation approach P&G enjoyed a product ‘hit’ rate of 90% 
in 2003 up from 70% in 2001. Since 2000 its cost of R&D has fallen from 5-6% of sales 
to 3-4% of sales. Open-innovation greatly increases its return on investment in research and 
innovation. It allows it to do more with less and to do it better. It is no accident that P&G 
now has 23 ’Billion Dollar Brands’. 

Systematically involving clients and customers in the process of innovation can in-
crease the impact of innovation related investments on the bottom line. It means better 
products, services and processes, better prepared clients and customers, more revenues 
and more revenue sharing. This has an impact on markets and customers and how a 
company reaches them, the way in which a company delivers value to its clients and 
customers, the way in which revenues are created and shared among partners in the 
co-innovation process. 
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Open innovation enables a company to more closely link the development of new pro-
ducts, services and processes with the development of new business models. It is not 
only about partnerships but about building eco-systems that provide an opportunity to 
learn about potential partners, who is good, who can deliver, what can they deliver and 
how can we work with them? The ability to do this well is a valuable asset and compa-
nies that possess this capability have a distinct advantage over their competitors. 

In competitive fields that require a high level of scientific and technological expertise 
companies have increasing difficulty in meeting their human resource needs. This is 
due to two main factors:

A limited local talent pool•	
Rapidly changing knowledge needs•	

Main drivers for the off shoring of R&D:

Increased pressure from global competitors especially from emerging market •	
multi-nationals and the threat from entrepreneurial start-ups in dynamic 
emerging markets 
Increased competition from emerging market multi-nationals•	
Increasing R&D costs •	
Shorter product-cycles•	
Increased specialization•	
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Novartis: The Global Dimension of Talent for Innovation Driven R&D

‘In the past it was possible to get 30% of the researchers in any given field under one roof. 
Today it is hard to get 1% … the only solution is to bring them into a virtual lab ... networ-
king like this is the only way to get critical mass in the future’8 

Novartis spends 30% of its R&D budget on external collaboration with 120 biotech com-
panies and 280 academic centers.

According to the many companies are increasingly international in their research and de-
velopment activities. In 2003 the world’s biggest companies spent $70.6B in R&D outside 
their home countries, up from $33.9B in 1995.9

‘…availability of talent is key. Our R&D labs in Europe are finding it harder to recruit in 
certain areas, and then there is the use of Traditional Chinese Medicine to generate new 
products …’10

It is for reasons such as these as well as the need to situate research, development and 
other innovation related functions close to important markets that IBM has estab-
lished research centres all over China including most recently one in Beijing that will 
eventually become its global centre for research in Operations research and logistics.

The benefits of open models of innovation are:

Fewer missed market opportunities and better product development•	
More agility in meeting human resource needs•	
More effective R&D because it is more relevant and better linked to innovation •	
tasks

In ‘The Sources of Innovation’ Von Hippel explains how in different sectors, innova-
tion occurs in different parts of the supply chain11. He invented the term ‘locus of 
innovation’ to indicate that part of the supply chain where almost all the ideas for the 
what, why and how of new products, features, processes and services originate. His 

8	 	David	Tennenhouse,	VP	of	Corporate	Technology	Group	at	Intel

9	 	OECD	‘Science,	Technology	and	Industry	Outlook	2006’

10	 	Ya	Cai,	Director	of	Unilever	Research	China

11	 	‘The	Sources	of	Innovation’	by	Eric	Von	Hippel.	The	MIT	Press	
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more recent book12 ‘Democratising Innovation’ focuses on the role of the client or 
user in innovation. He identifies a specific kind of user called a lead-user who is on 
the cutting edge of trends in the market for the product or device used, who demands 
more from what is being offered but whose needs are unmet. When this kind of user 
interacts with a company to help it adapt or improve its offer then great things can 
happen.

LEGO: Innovation by Design

Innovation at Lego mainly focuses on design. Lego carries out research on relevant tech-
nologies and on child cognitive sciences that provides input to an innovation process that is 
mainly focused on design. The innovation process itself is based on a design methodology 
called D4B meaning ‘Design 4 Business’. Design teams include marketing and product ma-
nagers as well as designers. Although most design work is carried out in Denmark, some is 
carried out at satellite offices located in key markets and regions such as the UK, the US, Italy 
and Japan. The job of the local design-offices is to design for local tastes and to monitor the 
emergence of new trends and technologies.

The International Dimension of Open Innovation

Collaboration and networking often across geographical boundaries play are playing 
an increasingly central role in innovation processes13. Smart people do not all work in 
any one company, organization or even country and most of the knowledge-resources 
a company needs to innovate will lie in another company, university or research 
centre in Europe or elsewhere.

12	 	‘Democratising	Innovation’	by	Eric	Von	Hippel.	The	MIT	Press	2006.	

13	 	Chesbrough	in	‘The	Era	of	Open	Innovation’	published	in	2003	in	the	MIT	Sloan	Management	Review	44(3),
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Nokia: University Collaboration in Beijing

Nokia Research Center employs about 800 people in a global network of locations spanning 
Europe, the US, Japan, Singapore and China. China, with 480 million mobile phone sub-
scribers, is the largest and arguably the most dynamic mobile telephony market in the world. 
As part of its commitment to pursuing a policy of open-innovation Nokia recently signed 
a research agreement with the School of Information Science and Technology at Tsinghua 
University in Beijing. Tsinghua is one of the top Chinese universities. It has 6,200 Masters 
and 2,800 PhD candidates. Twenty Nokia staff will work alongside 30 professors and as-
sociates at Tsinghua University with more than 50 students on innovation related research 
topics.

Universities and research institutes all over the world work freely with industrial part-
ners on contract research or innovation related scientific problem solving. They do so 
with no regard to the nationality of the company. In this sense knowledge is a global 
commodity available at a negotiated price to any buyer capable of identifying its pro-
vider and managing its provision.

Innovation does not just happen within a company but at:

Smaller companies especially in entrepreneurial start-ups•	
Hot-spots where science, technology, finance and entrepreneurship converges•	
Communities based on interaction with consumers or company clusters•	

Challenges that Innovative Companies Need to Address

As shown in the table below14, a substantial number of companies in each Nordic 
country are already involved in open-innovation initiatives. Many more will do so in 
the coming years. Those that have developed a capability in open-innovation at home 
will be well positioned to extend their open innovation systems to tap into knowledge, 
know-how and expertise abroad.

14	 	OECD-	STI	2007,	Chapter	on	Internationalisation	of	S&T.
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Companies that are good at open-innovation invest in developing their organisational 
boundaries making it easier to bring-in innovation related knowledge. They don’t just 
invest in their core competencies; they invest in developing interfaces that allow new 
competencies to come in from in from elsewhere. These advanced capabilities take time 
and conscious effort to develop. 

The literature on open-innovation points out that many companies don’t realise the 
importance of collaboration and lack the resources to pursue it. Furthermore they lack 
the skills and experience in managing complex interactions that are necessary to benefit 
from the open-innovation approach. This is especially true when these interactions have 
complex international and cultural dimensions. They need opportunities to learn or 
acquire these skills. Good collaboration relies on trust and intermediaries can provide a 
medium for developing trust through assurance provided by personal introductions and 
the availability of open-innovation related intelligence.

Many companies and small and medium sized companies in particular can benefit from 
open innovation networks that extend to global hotspots, markets and talent-pools. 
Given the resources required and the risk inherent in developing new knowledge net-
works a system of Global Nordic open-Innovation Support Centres can accelerate the 
development of open-innovation networks by Nordic companies giving more compa-
nies more complete access to the knowledge they need to compete.



Establishment of Nordic Innovation Centres in Asia? 21

Quilts of Denmark: Open-Innovation Works for SMEs as Well

In 2000 ‘Quilts of Denmark’ was founded with five people to make and distribute bedding. 
The founders soon realized that they were in a market dominated by price and that to grow 
they needed to find a way to change the game. They positioned themselves as ‘providers of 
healthy sleep’ and linked up with outside experts in sleep science and physiotherapy as well 
as with the Danish Asthma and Allergy Association to try to understand how they could 
address the challenge of providing people with better, healthier sleep. They focused on the 
idea of better temperature regulation as a key to providing deeper more comfortable sleep. 
They started to investigate thermally adaptive ‘Phase Change Material’ technologies origi-
nally developed at NASA, Quilts of Denmark brought together a team consisting of NASA, 
‘Outlast’ a US company that developed and licensed the technology, as well as manufacturers 
to develop a new product line for bedding called TempraKon. This has been very successful 
and they now export to over 30 companies around the world. 

This is a real example of open-innovation in that almost all the knowledge required to 
create the new product was located outside the company. The managers brought in the 
know-how they needed on medical aspects of sleep and the technical aspects concer-
ning smart materials. They had to draw upon a global pool of available cutting edge 
knowledge and in doing so they were able to go from concept to product in a very 
short space if time.

An international innovation infrastructure shared by Nordic countries and comple-
mentary to existing national efforts would allow Nordic companies and research or-
ganizations to extend their networks for open-innovation in a flexible and cost-effective 
way, and reap the benefits of globalisation.

All companies with global ambitions can benefit from a global service network that 
helps them develop and extend their systems for open-innovation that allow them to:

Participate in new or emerging consumer markets •	
Participate in burgeoning business-to-business markets•	
Adapt products and services to local markets•	
Reduce the overall cost of innovation•	
Improving the impact of innovation related investments•	
Acquire strategic knowledge-assets - patents, personnel or entire companies•	
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Nordic co-operation  

Nordic cooperation is one of the world’s most extensive forms of regional collaboration, involv-
ing Denmark, Finland, Iceland, Norway, Sweden, and three autonomous areas: the Faroe Islands, 
Greenland, and Åland.  

Nordic cooperation has firm traditions in politics, the economy, and culture. It plays an important 
role in European and international collaboration, and aims at creating a strong Nordic community 
in a strong Europe.  

Nordic cooperation seeks to safeguard Nordic and regional interests and principles in the global 
community.  Common Nordic values help the region solidify its position as one of the world’s 
most innovative and competitive. 
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