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Abstract 
 
Companies need to be innovative in terms of their business models and technologies to 
achieve superior performance. As market conditions require innovation to be open, 
firms develop dynamic capabilities to generate and realise such open strategies. Even 
though corporate growth in rapidly changing environment is related to opening up 
innovation as well as developing dynamic capabilities, there is a necessity for 
appropriate management of openness of innovation strategies as well as management of 
the dynamics of capabilities. Therefore this paper suggests that firms need to find a 
balance point between development of their organisational capabilities and openness of 
their innovation strategies. Co-development of firms´ dynamic capabilities together with 
Open Innovation Strategies enables firms to maximise their performance.  
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1. Introduction   

Corporate growth is at the top of the mind for business executives. A strong, value 
creating revenue growth lies within the reach of corporations that develop dynamic 
capabilities and implement Open Innovation Strategies. The general notion of these 
concepts implies that companies need to search for and develop external innovations as 
well as combine it with internal innovations. It is stressed that business success depends 
as much on organizational innovation (e.g. business model) as it does on the selection of 
technological capabilities. Moreover, the success is based on capabilities that enable to 
generate and realize such combined innovation. As Doz and Kosonen (2008) indicated, 
CEOs want their companies to learn a new competitive game: the fast strategy game – a 
game where nothing can be taken for granted, where no competitive edge may last, 
where innovation and the constant development of new capabilities are the only sources 
of advantage. 
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2. Open Innovation and Open Business Model  

Today it is widely recognised that companies who want to deliver consistent organic 
growth to their shareholders, customers, and their employees can do that only through 
innovation (Chesbrough 2006, Kamel 2006, Fetterhoff and Voelkel 2006). 
Nevertheless, increasing vertical disintegration, outsourcing, modularisation, use of 
open standards, and the growth of the market for specialised technology (Chesbrough, 
Vanhaverbeke et al. 2006) as well as rising development costs and shorter product life 
cycles (Chesbrough 2007) prohibit companies to earn a satisfactory return from their 
innovation investment  (Allio 2005; Chesbrough 2006).  
 Even though innovation is increasingly recognised as the major source of 
sustainable competitive advantage of companies, industries, and sectors (Kamel 2006) 
and there is a growing demand for companies to be innovative (Fetterhoff and Voelkel 
2006), the ways in which innovative firms can profit from their innovation activities 
have changed (Chesbrough, Birkinshaw et al. 2006). Innovation is shifting from Closed 
Innovation, where success of innovation refers to comprehensive control, to Open 
Innovation. Open Innovation means that firms use external as well as internal ideas and 
paths to market (Chesbrough 2003). 
 In case of Closed Innovation paradigm, companies do everything themselves, 
from generating ideas to financing and marketing them. Furthermore, the protection of 
intellectual property is very tight, regulatory restrictions are very high, start-ups seldom 
arise and venture capital makes little investments (Chesbrough 2003). However, today 
useful knowledge has been widely diffused, many important pools of knowledge have 
been distributed among companies, customers, suppliers, universities, national labs, 
industry consortia, and start-up firms (Ibid. 2003).  
 Innovations are becoming increasingly systemic and that makes companies 
increasingly dependent on external partners (Chesbrough, Vanhaverbeke et al. 2006). 
As successful commercialisation requires bringing together complementary 
technologies as well as patents (Teece 2006) vertical and horizontal integration 
strategies may not suit the contemporary distributed knowledge environment 
(Chesbrough, Vanhaverbeke et al. 2006).  
 Therefore companies cannot afford to rely only on their own internal ideas and 
in a more distributed environment, where organisations of every size may have 
potentially valuable technologies, firms have to make use of extensive technologies 
(Chesbrough, Vanhaverbeke et al. 2006). For instance, firms not concentrating on Open 
Innovation strategies fail, as rising development costs and shorter product life cycles 
make it increasingly difficult to justify investments in innovation (Chesbrough 2007). 
Even though firms’ internal R&D itself has not become obsolete (Chesbrough 2003), a 
firm’s strategy should not be too closed to match requirements of changing 
environment. Today even companies like Eli Lilly, Procter&Camble, BASF, DuPoint 
and Dow Chemical find it wise to seek out ideas and solutions from outside 
(Chesbrough 2006).  
 Therefore, as the traditional paradigm that companies’ use for managing 
industrial R&D in most industries is over, firms should recognise the new logic of Open 
Innovation that exploits the current diffused knowledge landscape and leverages growth 
through multiple paths to market for technologies (Chesbrough 2003). Firms have to 
incorporate the Open Innovation paradigm that refers to generating as well as 
implementing their unique Open Innovation strategies.   
 Even though external ideas and paths to market are on the same level of 
importance as internal ideas and paths (Chesbrough 2003) and firms ought to monetise 
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their innovations without having to build the complete solution (Chesbrough, 
Vanhaverbeke et al. 2006), the key is to figure out which necessary missing pieces 
should be internally supplied and how to integrate both internal and external pieces 
together into the system and architecture (Chesbrough 2003). Even though companies 
have to open up their innovation process (Chesbrough 2006), the keyword to achieving 
superior performance through Open Innovation paradigm is firm’s unique Open 
Business Model.  Companies need to be innovative (Fetterhoff and Voelkel 2006) not 
only in terms of technical innovation, but also in terms of development of the ability to 
experiment with business models (Chesbrough 2007) or in general business model 
innovation (Chesbrough 2006).  
 This is because the real value of an idea or a technology depends on its 
business model. Innovations have to be extended to business models, because there is 
no inherent value in technology per se (Chesbrough 2006). The business architecture 
organises different parts of the overall system together by creating connections between 
the internal and external R&D (Chesbrough 2003). Therefore an Open Business Model 
connects internal and external innovation and enables organisations to be more effective 
in creating as well as capturing value (Chesbrough 2007). Business model innovation is 
vital for sustaining Open Innovation (Chesbrough, Schwartz 2007) in terms of openness 
of technological innovation. Hence, the companies building or changing effectively 
their business model to be more open are more likely to prosper (Chesbrough 2006). 
 
3. Developing Dynamic Capabilities   
 
In rapidly changing environments where fast innovative responses are required, time-to-
market and timing is critical, the rate of technological change is rapid, and the nature of 
future competition and markets is difficult to determine, firms need capabilities to adapt 
and capitalise such environment (Teece, Pisano et al. 1997). Even though it is relevant 
for companies to incorporate Open Innovation paradigm and innovate with their 
business models (Chesbrough 2003, Chesbrough 2006) they nevertheless need 
respective capabilities for such aims.  
 Firm’s capabilities seen as a source of competitive advantage derive from the 
Resource Based View. Gaining competitive advantage is traditionally seen as based on 
superior resources (Peteraf, Barney 2003) in terms of possession and resource 
exploitation (Newbert 2007) with special emphasis on the ways these resources are 
being used (Peteraf 1993, Barney 2001, Newbert 2007) as capabilities. Nevertheless, 
capabilities in terms of firm’s ability to adapt its capabilities to environmental changes 
are seen as a driving force to competitive advantage and superior performance 
(Wernerfelt 1984, Barney 1986, Teece, Pisano et al. 1997, Teece 2000, Helfat and 
Raubitschek 2000, Zollo, Winter 2002, Cavusgil, Seggie et al. 2007, Teece 2007, 
Schreyögg, Kliesch-Eberl 2007). 
 Therefore, firms who continually want to be successful must be capable of 
coevolving – shifting their web of relationships to exploit fresh opportunities and 
dropping deteriorating ones (Eisenhardt and Galunic 2000). Therefore, in order to 
achieve superior performance firms need capabilities that enable them to adapt to 
changing environments (Teece 2000, Helfat and Raubitschek 2000, Helfat, Peteraf 
2003, Teece 2006, Teece 2007). Moreover, the main emphasis when achieving superior 
performance is on resource configurations created by dynamic capabilities (Eisenhardt, 
Martin 2000, Cavusgil, Seggie et al. 2007) or just on dynamic capabilities (Teece, 
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Pisano et al. 1997, Teece 2000, Helfat and Raubitschek 2000, Zollo, Winter 2002, 
Helfat, Peteraf 2003, Teece 2006, Teece 2007, Schreyögg, Kliesch-Eberl 2007).  
 Moreover, competitive advantage is seen as deriving from the ways how 
dynamic capabilities influence or change operational capabilities (Zollo, Winter 2002, 
Winter 2003, Cavusgil, Seggie et al. 2007) in terms of dynamic capabilities must act 
upon other (operational) capabilities in order to change them (Helfat, Peteraf 2003). 
They refer to capabilities that operate to extend, modify or create ordinary or 
operational capabilities (Winter 2003).  
 Operational capabilities herewith are seen as “zero-level” capabilities that 
allow a firm to make a living in the short term (Winter 2003) and concerns mainly 
operational functioning of a firm (e.g. stuff and line activities) (Zollo, Winter 2002). 
Dynamic capabilities, however, are considered to be organizational routinised activities 
that are directed to development and adaptation of operating routines (Ibid. 2002). 
Dynamic capabilities are the ones that enable business enterprises to create, deploy, and 
protect the intangible assets that support superior long-run business performance 
through enterprise-level sensing, seizing, and reconfiguring capacities that are difficult 
to develop and deploy (Teece 2007). 
 Anyhow, besides that dynamic capabilities are considered to create new forms 
of competitive advantages, they more specifically are considered to be specific and 
identifiable processes, e.g. product development, strategic decision-making or alliancing 
(Eisenhardt, Martin 2000). The term “dynamic” implies the capacity to renew 
competencies so as to achieve congruence with the changing business environment and 
the term “capabilities” emphasises the key role of strategic management in 
appropriately adapting, integrating, and reconfiguring internal and external 
organisational skills, resources, and functional competencies to mach the requirements 
of a changing environment (Teece, Pisano et al. 1997). 
 In general, the competitive advantage according to dynamic capabilities 
framework is seen as resting on distinctive processes (ways of coordinating and 
combining), shaped by the firm’s specific assets positions (such as difficult to trade 
knowledge assets and complementary assets), and the evolution paths it has adopted and 
inherited (Teece, Pisano et al. 1997). Nevertheless, the emphasis within contemporary 
environment is on knowledge assets. Development, ownership, protection and astute 
utilisation of knowledge assets, not physical assets, provides the underpinnings for 
competitive advantage in the new economy (Teece 2000). Therefore development of 
dynamic capabilities that aim to create superior performance within today’s turbulent 
environment are mainly concerned with knowledge assets.  
 Even though across firms there are “best practices”, dynamic capabilities are 
idiosyncratic (Eisenhardt, Martin 2000) and therefore also firms’ abilities to create 
competitive advantages are different as their dynamic capabilities are idiosyncratic. 
Therefore companies today need to develop their idiosyncratic dynamic capabilities 
addressed to management of knowledge assets in order to correspond to demands of 
rapidly changing environment.  
 
4. Open Innovation Strategies and Dynamic Capabilities  
 
Open Innovation as well as dynamic capabilities approach both aim to contribute to 
understanding how firms can adapt to rapidly changing environment as well as achieve 
and sustain competitive advantages through different angles. The dynamic capabilities 
approach addresses development of firms´ capabilities that enable firms to be 
competitive in the long run at general level. Innovation discusses achieving such 
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competitiveness through directing innovation strategies of technological as well as 
business model innovation to make these processes open. 
 First, dynamic capabilities and Open Innovation research fields are 
interconnected as Open Innovation suggests that strategies oriented towards 
technological as well as business model innovation should be open and dynamic 
capabilities explain how firms are able to realise strategies leading to superior 
performance through dynamic capabilities. As companies need to be innovative in 
terms of their business model and technologies and today’s market conditions and 
environment require such innovation to be open. Firms ought to use external as well as 
internal opportunities profitably.  
 Due to new requirements for increased openness, firms need also new 
capabilities to develop and realise such open strategies in lucrative ways. Therefore they 
need dynamic capabilities that enable them to cope and adapt to changing environment 
and moreover achieve superior performance in such circumstances. Dynamic 
capabilities enable firms to develop and realise their open technological as well as 
business model innovation, which in turn leads to superior performance.  
 Hence, dynamic capabilities of a firm could be seen as catalysts that enable 
and facilitate superior performance created though all resources of a firm. Dynamic 
capabilities at first create presumptions or abilities for firms to develop their Open 
Innovation Strategies (that incorporates technological as well as business model 
innovation) that enable them to perform better. Thereafter dynamic capabilities provide 
abilities for firms to realise such Open Innovation Strategies and leverage internal as 
well as external opportunities in terms of transforming these opportunities into lucrative 
returns. For instance, firm’s ability to develop and manage an alliance portfolio that 
enables achieving and sustaining competitive advantages could be considered its 
dynamic capability.  
 Hence, in general firms that aim to incorporate Open Innovation and develop 
Open Innovation Strategies, which are profitable and lead them to competitive 
advantages, need to be able to build and pursue such strategies. Herewith they need 
dynamic capabilities that enable that and moreover catalyse the effects. More 
specifically, companies need to develop dynamic capabilities that help them to create 
and implement unique Open Innovation Strategies that can lead companies to superior 
performance under conditions of today’s turbulent environments. 
 
5.   Co-Development of Innovation Strategies and Dynamic 

Capabilities  
 
Achieving competitive advantages through dynamic capabilities refers mainly to 
management of knowledge assets or just knowledge management (Teece 2000). Also 
other authors have emphasised the importance of deliberate development of dynamic 
capabilities, for instance through making investments in learning mechanisms (Helfat, 
Raubitschek 2000) or managing dynamic capabilities through an open monitoring 
process, which offers surveillance of main paradox drivers (Schreyögg, Kliesch-Eberl 
2007). Moreover, also external capabilities necessary for Open Innovation need to be 
managed in a balanced way with internal capability development (Chesbrough, 
Vanhaverbeke et. al. 2006) in order to cope with all threats and opportunities 
(Chesbrough 2006). Some organisations have even created a dedicated function for 
such aims (Kirschbaum 2005).  
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 Hence, even though firms need to develop and implement Open Innovation 
Strategies and develop respective dynamic capabilities that enable and catalyse the 
results of those strategies, it needs to be managed in appropriate way. However, 
managing Open Innovation as well as dynamic capabilities implies setting the 
boundaries on the extent of openness of innovation strategies and extent of dynamics of 
capabilities. Therefore a leading research question is proposed in the research. Is it 
relevant for a company to find a balance point between openness of its innovation 
strategy (technological and business model innovation) and its development of dynamic 
capabilities in order to maximise revenue growth? 
 As incorporating of Open Innovation Strategies implies opening up of internal 
innovation in terms of making in-house intellectual property open to others (e.g. selling 
patents, participating in alliances or alliance networks, undertaking joint R&D or 
donating patents to open source communities, etc.), it also contains risks of losing 
competitive advantages to competitors. For instance, it has been stated that (especially 
associated with small companies) firms cannot be too open, as they have to protect all 
of their ideas and technologies from theft on the part of bigger companies while still 
having increased necessity to pool complementary assets from them (Chesbrough 
2006). This refers to that they have to find a balance between closing and opening up 
(Chesbrough 2003) – they have to protect their core competency and not to make all 
their ideas too open. At the same time, they have increased necessity for Open 
Innovation Strategies. 
 Previous argumentation states that there is a need for a balance point, but 
nevertheless does not explain further what influences such balance and how open can 
these firms’ strategies become in order to maximise the performance of Open 
Innovation Strategies. Moreover, it explains only why small companies have to protect 
themselves from bigger companies due to appropriability concerns. Nevertheless, it 
does not discuss whether big companies also need such balance in order for the 
openness of their innovation strategies to provide maximum returns. 
 It has not been clarified how open should Open Innovation Strategies be, in 
order for them to maximise achieved advantages (returns compared to investments 
made into pursuing the strategy) for a certain company who pursues Open Innovation 
Strategy. Anyhow, it is clear that excessive openness constrains the success of an Open 
Innovation Strategy. It is suggested to be crucial for firms to open up their innovation 
process as well as business model (Chesbrough, Vanhaverbeke et al. 2006), but it is not 
clear how open can a firm’s Open Innovation Strategy be, in order it to provide 
maximum results at some level of investments and moreover protect from the possible 
risks involved.  
 Furthermore, even though many scholars have proven that sustainable 
competitive advantage lies within the firms’ dynamic capabilities (Teece, Pisano et. al. 
1997, Teece 2000, Helfat, Raubitschek 2000, Zollo, Winter 2002, Helfat, Peteraf  2003, 
Teece 2006, Teece 2007), these capabilities nevertheless are not in flux and can lose 
their strategic power if being too dynamic (Schreyögg, Kliesch-Eberl 2007). Therefore, 
development of dynamic capabilities ought to take into account that excessive 
dynamism can constrain the performance of a firm and hence when pursuing Open 
Innovation Strategies, the success of such strategies as well.  
 Firms need Open Innovation Strategies (Chesbrough 2003, Chesbrough 2006, 
Chesbrough, Vanhaverbeke et al. 2006), which are pursued or realised through the 
usage of their internal dynamic capabilities. They enable the firms to recognise, seize 
and organise such opportunities in a way that they build competitive advantages that 
match requirements of today’s economy (Teece 2000, Teece 2007). Hence, dynamic 
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capabilities are enablers and catalysts for creating competitive advantages while 
pursuing Open Innovation Strategies. However, turning this around, dynamic 
capabilities can also be seen as boundaries of the openness of firms’ innovation 
strategies. Open Innovation Strategies are prone to fail if they are pursued by companies 
not possessing necessary capabilities to realise and profit from them.  
 As efficient boundaries of a firm are dynamic (Afuah 2001), openness of a firm 
depends on the firm’s dynamic capabilities. Firms ought to be able to change and adapt 
their boundaries in terms of openness to external conditions in order it to achieve 
superior performance. For instance, participation in alliances can either benefit or 
impair a firm’s quest for rents while the nature of inter-firm relationships may matter 
more than the nature of resources (Lavie 2006). Moreover, it is proven that firms that 
deliberately develop alliance capabilities (for instance, create dedicated alliance 
function), experience greater alliance success (Kale, Singh 2007).  
 Hence it implies that firms which developed greater capabilities to make use of 
various resources (for instance within alliance networks) experience greater rents. 
Therefore, if they lack respective capabilities, the generation of rents might even be 
hampered by their participation, as it requires transaction costs. This discussion 
warrants a system-level proposition proposed in our research. 

Proposition 1: Firm’s development of dynamic capabilities has an impact on 
openness of the firm’s innovation strategies, because dynamic capabilities 
determine the firm’s overall ability to utilise (for own benefit) and profit 
from opportunities that rise from outside as well as inside the firm. 

Anyhow, usage of external sources within the Open Innovation paradigm implies 
collaboration and hence transaction costs. Sources of pooling external knowledge within 
the context of opening up technological as well as business model innovation are 
different. For instance, various sources of external knowledge might include alliance 
networks, firms customers (lead users), competitors, universities, start-up firms, public 
institutions and other. Therefore Open Innovation builds upon inter-organisational 
collaboration (Chesbrough, Vanhaverbeke et. al. 2006) as external technology sourcing 
might include supplier relationships, strategic partnering with customers (lead users), 
institutions, and suppliers as well as networking (Witzeman, Slowinski et al. 2006). 
 Therefore, as pooling of external knowledge and technologies refers to inter-
organisational collaboration, it refers also to transaction costs. Thus greater openness 
can be more costly. Hence we concluded that the more open these innovation strategies 
are, the higher the transaction costs and the less open the firms’ strategies are, the 
smaller are these costs. Even though, despite the underlying reasons, all companies 
(small and big) need a balance point respective to the extent of openness on their 
innovation. These arguments suggest that balance is essential while developing dynamic 
capabilities and implementing Open Innovation Strategy. Therefore the second 
proposition in our research was proposed. 

Proposition 2.  In order to maximise performance (optimum between 
investments and returns) from Open Innovation Strategies, firms must find a 
balance point between their openness of innovation strategy (technological 
as well as business model innovation) and their dynamic capabilities. 

As firms make investments into Open Innovation Strategies (in whatever amount), then 
dynamic capabilities define the firm’s overall ability (idiosyncratic to companies) to 
utilise and leverage external opportunities for the firm’s own benefit. Moreover, as 
dynamic capabilities and transaction costs are considered to be inter-linked (Jacobides, 
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Winter 2005), higher openness requires also more investments into development of 
dynamic capabilities. Hence, whether the investments into pursuing Open Innovation 
Strategies are great or nor so great, dynamic capabilities of the firm determine how 
much value the firm is able to achieve.  
 Even though companies understand the need for external innovation, few 
capture the full value of partnerships with external technology providers (Fetterhoff and 
Voelkel 2006). For instance, an empirical study of a chromatography company proved 
that even though the company applied a fungible technology to products for its served 
market, it was unable to tap its considerable potential in new markets. The processes of 
resource allocation and resource transformation inhibited technology leveraging as they 
lacked competence to gain access to new customers (a marketing competence gap) 
(Danneels 2007).  
 Hence, despite that they invested into development of a technology that 
enabled open strategy and gaining profits outside the current market, they nevertheless 
did not realise the full potential of that technology and lost investments as they lacked 
respective capabilities. This indicates the need to find a balance point between 
development of dynamic capabilities and open innovation strategies, i.e. the need to 
avoid over-investing. The previous discussion leads to the following proposition and 
discussions.  

Proposition 2a. In case firms pursue strategies that open up their innovation 
process (and business model) more than their DCs are able to utilise and 
leverage for own benefit, then they over-invest into Open Innovation 
Strategies, as they make additional investments from where their 
organisational abilities do not allow gaining returns.  

On the contrary, however, there is a need to find a balance point between development 
of dynamic capabilities and Open Innovation Strategies, i.e. the need to avoid under-
investing. It is important for a company to understand what their present core 
capabilities are and to what extent they need to be developed or replaced in a view of 
future-oriented knowledge (Bergman, Jantunen et. al. 2004). Thus, it is important to 
understand what these capabilities enable and in turn analyse whether they are utilised 
fully or not. Herewith it is also important to underline that firms’ dynamic capabilities 
can be considered also as specific and identifiable processes, e.g. product development 
(Eisenhardt, Martin 2000) and hence the dynamics of these capabilities could be 
analysed separately. For instance, some capabilities of a firm might be seen as more 
dynamic than others, while nevertheless all dynamic capabilities together contribute to 
achieving superior competitive advantage. 
 As companies often develop simultaneously a large amount of technologies, 
while they actually use or realise a very small number them, it refers to under-investing 
into Open Innovation Strategies while some of their organisational abilities allow 
gaining more returns with the same investments. For instance, after surveying all its 
patents P&G reported only 10 percent of them being in active use (while the remaining 
90 percent had no business value for them) and Dow Chemical used 19 percent of its 
patents actively (Chesbrough, Vanhaverbeke et. al. 2006). This indicates that even 
though companies might have enormous potential lying in technologies (in terms of 
dynamic capabilities – product development capability), they nevertheless under-invest 
into Open Innovation Strategies that would enable them to realise such potential. 
Nevertheless, it is important to stress out that in case of under-investing into Open 
Innovations Strategies these firms might lack or have under-developed some other 
dynamic capability. For instance, they might be in short of specific capabilities that 
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enable them to sense new opportunities (Teece 2007), or in other words, create an Open 
Innovation Strategy. The previous discussion leads to the following proposition and 
discussions. 

Proposition 2b.  In case firms pursue strategies that open up their 
innovation process (and business model) less than their DC would be able to 
utilise and leverage for own benefit, they under-invest into Open Innovation 
Strategies, as their organisational abilities allow gaining more returns with 
the same investments.  

In general, discovering and maintaining a balance point between openness of innovation 
and development of dynamic capabilities is critical and challenging but potentially 
rewarding in terms of revenue growth. As in general one major aspect of management 
of Open Innovation and dynamic capabilities implies setting appropriate boundaries to 
the extent of openness of strategies and dynamics of capabilities and as the success of 
an Open Innovation Strategy depends relevantly on firm’s dynamic capabilities, it is 
herewith suggested that firms ought to co-develop their dynamic capabilities together 
with their Open Innovation Strategy.  
 Herewith development of Open Innovation Strategy implies at first creation of 
a lucrative Open Innovation Strategy. As it requires especially increased emphasis on 
managing knowledge, in terms of co-development with dynamic capabilities, it means 
development of capabilities that are aimed at identifying promising sources of external 
knowledge and being able to recognise it as such (Chesbrough, Vanhaverbeke et. al. 
2006). For instance, this also requires development of firm’s absorptive capacity 
(Cohen, Levinthal 1990). However, creation of an idiosyncratic Open Innovation 
Strategy requires balanced co-development of idiosyncratic capabilities.  
 Thereafter development of Open Innovation Strategy implies implementing 
that lucrative Open Innovation Strategy. In terms of co-development of strategies with 
dynamic capabilities it means developing certain capabilities within a firm that enable 
and catalyse realization of that specific strategy. For instance, firms implementing Open 
Innovation Strategies through dyadic strategic alliances need development of inter-firm 
collaborative know-how. However, companies that develop alliance portfolios have 
excessive need for platform management. Nevertheless, implementing an idiosyncratic 
Open Innovation Strategy requires balanced co-development of idiosyncratic 
capabilities.  
  
 6. Conclusions 
 
This article has sought to describe the concept of Open Innovation in an industrial 
dynamics capability perspective. As indicated earlier, Open Innovation as well as the 
dynamic capabilities approach both aim to contribute to understanding how firms can 
adapt to rapidly changing environment as well as achieve and sustain competitive 
advantages through different angles.  
 Therefore, after the current research we concluded that there is a need for 
finding a balance point between development of dynamic capabilities and Open 
Innovation Strategies. Companies, which want to deliver consistent organic growth to 
their shareholders, customers, and their employees, can do that by balancing the 
development of organisational capabilities and execution of Open Innovation Strategies.  
 External and internal ideas to market are on the same level of importance, but 
both are dependent on exploitation of a diverse set of dynamic capabilities. Firms (small 
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and big) have to find a balance between opening up and development of dynamic 
capabilities. They can open up their core competency and technologies to the point 
where dynamic capabilities within the business model still create additional value and 
growth.   
 Thus, the co-evolution of organizational capabilities and Open Innovation 
Strategies merits additional research both in analytical and in empirical perspective. It 
enables to understand evolution and change of competitive advantage and disadvantage 
of firms over time. Also it is a key to understanding exploration and exploitation 
balance in corporate strategy and innovation process. 
 
References 
 
Afuah, A. 2001. Dynamic Boundaries of the Firm: Are Firms Better Off Being Vertically 

Integrated in the Face of a Technological Change. – Academy of Management Journal, 
44 (6), 1211-1228. 

Allio, R. J.  2005. Interview with Henry Chesbrough: Innovating Innovation. – Strategy & 
Leadership, 33 (1), 19 – 24. 

Barney, J. B. 1986. Strategic Factor Markets: Expectations, Luck, and Business Strategy. – 
Management Science, 32 (10), 1231-1241. 

Barney, J. B. 2001. Is the Resource-Based "View" a Useful Perspective for Strategic Management 
Research? Yes. – The Academy of Management Review, 26 (1), 41-56. 

Bergman, J., Jantunen, A., Saksa, J. M. 2004. Managing Knowledge Creating and Sharing – 
Scenarios and Dynamic Capabilities in Inter-industrial Knowledge Networks. – Journal 
of Knowledge Management, 8 (6), 63 – 76.     

Cavusgil, E., Seggie, S. H. Talay, M. B. 2007. Dynamic Capabilities View: Foundations and 
Research Agenda. – Journal of Marketing Theory and Practice.  15 (2); 159 – 166. 

Chesbrough, H. W. 2003. Open Innovation: the New Imperative for Creating and Profiting from 
Technology. Boston (MA): Harvard Business School Press, 2003. 

Chesbrough, H. W. 2006. Open Business Models: How to Thrive in the New Innovation 
Landscape. Boston, Ma: Harvard Business School Press, 2006 

Chesbrough, H. W. 2007. Why Companies Should Have Open Business Models. – Mit Sloan 
Management Review, 48 (2). 

Chesbrough, H., J. Birkinshaw, et al. 2006. Introduction to the Research Policy 20th Anniversary 
Special Issue of the Publication of “Profiting from Innovation” by David J. Teece. – 
Research Policy, 35, 1091–1099.  

Chesbrough, H., Schwartz, K. 2007. Innovating Business Models with Co-development 
Partnerships. – Research Technology Management, 50 (1), 55–59.   

Chesbrough, H., W. Vanhaverbeke, et al. 2006. Open Innovation: Researching a New Paradigm. 
Oxford: Oxford University Press, 2006. 

Cohen, W. M., Levinthal, D. A. 1990. Absorptive Capacity: A New Perspective on Learning and 
Innovation. – Administrative Science Quarterly, 35 (1), 128 - 152. 

Danneels, E. 2007. The Process of Technological Competence Leveraging. – Strategic 
Management Journal, 28: 511–533. 

Doz, Y., Kosonen, M. 2008. Fast Strategy: How Strategic Agility Will Help You Stay Ahead of 
the Game. Wharton School Publishing. Harlow, England, New York: 
Pearson/Longman. 

Eisenhardt, K. M., Galunic, C. D. 2000. Coevolving at Least, a Way to Make Synergies Work. – 
Harvard Business Review, January – February, 91-101. 

Eisenhardt, K. M., Martin, J. A. 2000. Dynamic Capabilities: What Are They? – Strategic 
Management Journal, 21, 1105 – 1121. 

Fetterhoff, T. J. and Voelkel, D.2006. Managing Open Innovation in Biotechnology. – Research 
Technology Management, 49 (3). 

Helfat, C. E., Peteraf, M. A. 2003. The Dynamic Resource-based View: Capability Lifecycles. – 
Strategic Management Journal, 24, 997–1010.  



 83

Helfat, C. E., Raubitschek, R. S. 2000. Product Sequencing: Co-evolution of Knowledge, 
Capabilities and Products. – Strategic Management Journal, 21, 961–979. 

Jacobides, M. G. Winter, S. G. 2005. The Co-evolution of Capabilities and Transaction Costs: 
Explaining the Institutional Structure of Production. – Strategic Management Journal, 
26, 395–413. 

Kale, P., Singh., H. 2007. Building Firm Capabilities through Learning: the Role of the Alliance 
Learning Process in Alliance Capability and Firm-level Alliance Success. – Strategic 
Management Journal, 28: 981–1000. 

Kamel, M. 2006. Collaboration for Innovation in Closed System Industries: The Case of the 
Aviation Industry. – Engineering Management Journal, 18 (4), 16 - 22. 

Kirschbaum, R. 2005. Open Innovation in practice. – Research Technology Management, 48 (4): 
24 – 28. 

Lavie, D. 2006. The Competitive Advantage of Interconnected Firms: an Extension of the 
Resource-based View. – Academy of Management Review, 31 (3), 638–658. 

Newbert, S. 2007. Empirical Research on the Resource-based View of the Firm: an Assessment 
and Suggestions for Future Research. –  Strategic Management Journal, 28, 121–146. 

Peteraf, M. A. 1993. The Cornerstones of Competitive Advantage: A Resource-Based View. – 
Strategic Management Journal, 14 (3), 179-191. 

Peteraf, M. A., Barney, J. B. 2003. Unraveling the Resource-Based Tangle. – Managerial and 
Decision Economics, 24 (4), 309 – 323. 

Schreyögg, G., Kliesch-Eberl, M. 2007.  How Dynamic Can Organizational Capabilities Be? 
Towards a Dual-process Model of Capability Dynamization. – Strategic Management 
Journal, 28, 913–933. 

Zollo, M., Winter, S. G. 2002. Deliberate Learning and the Evolution of Dynamic Capabilities. – 
Organization Science, 13 (3), 339-351. 

Teece, D. J. 2006. Reflections on “Profiting from Innovation. – Research Policy, 35, 1131-1146. 
Teece, D. J. 2000. Strategies for Managing Knowledge Assets: the Role of Firm Structure and 

Industrial Context. – Long Range Planning, 33, 35-54. 
Teece, D. J. 2007. Explicating Dynamic Capabilities: the Nature and Microfoundations of 

(sustainable) Enterprise Performance. – Strategic Management Journal, 28, 1319–1350.  
Teece, D., J., G. Pisano, et al. 1997. Dynamic Capabilities and Strategic Management. – Strategic 

Management Journal, 18 (7), 509-533. 
Wernerfelt, B. 1984. A Resource-Based View of the Firm. – Strategic Management Journal, 5 

(2), 171-180. 
Winter, S. G. 2003. Understanding Dynamic Capabilities. – Strategic Management Journal, 24, 

991–995.  
Witzeman, S., G. Slowinski, et al. 2006. Harnessing External Technology for Innovation. – 

Research Technology Management, 49 (3), 19 - 27. 


	Kristi Püümann
	School of Economics and Business Administration, Tallinn University of Technology

	1. Introduction  
	4. Open Innovation Strategies and Dynamic Capabilities 
	5.   Co-Development of Innovation Strategies and Dynamic Capabilities 

