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U.S.-based InnoCentive is a crowdsourced, problem-solving marketplace
spun off from Eli Lilly, with 250,000 registered “solvers” from 200 countries
competing for more than $35 million in prizes. Currently in its third round of
venture capital funding, InnoCentive has a “Challenge Driven Innovation”
platform that uses a network of millions of problem solvers, along with
cloud-based technology, to transform the economics of innovation and
R&D. Basically, the company uses prize competitions to solve major
enterprise problems from the outside.

Case study
InnoCentive, a pioneer in open innovation and crowdsourcing, enables organizations to solve key
problems by connecting them with their employees, customers, partners and what the company
calls the world’s largest problem-solving marketplace. InnoCentive has partnered with leading
commercial, government and nonprofit organizations not only to solve problems but also to
innovate faster, more cost-effectively and with less risk. The company is headquartered in Waltham,
Massachusetts, U.S.A.
Basically, InnoCentive uses prize competitions to solve major enterprise problems from the outside.
According to Simon Schneider, general manager grand challenges and head of EMEA, this creates
“a win-win for both the problem solvers and the enterprises with problems.” He cites the following
statistics:
■

Solver network: 250,000 registered solvers from 200 countries (with potential reach of millions
through strategic partners such as the Environmental Defense Fund, nature.com, Popular
Science and The Economist).

■

Challenges posted: more than 1,420 public challenges and thousands of internal employeefocused challenges

■

Award dollars posted: more than $35 million

■

Range of awards: $500 to more than $1 million, based on the complexity of the problem and
the nature of the challenge

■

Average success rate: more than 50%

Open source ideation is maturing
InnoCentive sees open-source innovation as gaining traction because it is applicable to most
industries, particularly those with a heavy R&D focus, such as healthcare, energy, consumer
packaged goods, government and defense. The company’s “Challenge Driven Innovation” platform
uses a network of millions of problem solvers, along with cloud-based technology, to transform the
economics of innovation and R&D. “Many seemingly unsolvable problems can only be solved with
assistance from outside the company,” says Schneider.
Though turning to the masses to solve large, complex challenges isn’t a new idea, Schneider points
out that President Barack Obama’s signing of the “America COMPETES Act” has opened many
government initiatives to the public, giving crowdsourcing a definite boost. In Schneider’s view, this
affirms the strength of InnoCentive’s concept. He expects the number of both challenges and
solvers to grow, and predicts consolidation in the market.

Rightsizing problems and prizes compounds value
Schneider notes that aligning the problem and prize is crucial for success, and where InnoCentive
concentrates on adding value for customers. “A $1 billion prize to cure AIDS doesn’t work,” he
explains. “Breaking the problem down into surmountable milestones, and creating appropriately
sized prizes, is much more effective.”
InnoCentive doesn’t merely post such a problem; its value-add relies on abstracting problems to
attract solvers from different industries and sectors. Schneider reports that InnoCentive’s solution
success rate is three to six times that of average industrial R&D, and the process may reveal an
analogous problem already solved somewhere else.
He adds that presenting problems as challenges, with clear goals and prizes, has a multiplier effect.
For example, the prize for a certain innovation was $20,000, and that innovation led to $12 million
business. Moreover, open challenges, whether in the public or private sector, have high PR value,
especially when the challenge is important or interesting to the public.

Future opportunities for the challenge-driven innovation model
In the future, Schneider sees opportunities for an innovation marketplace on a smaller scale,
focusing on “Brainstorm Challenges” valued at $2,500. He believes any R&D-intensive industry,
local government or municipality could benefit from such a model’s ability to generate solutions for
everyday business problems.
Schneider also envisions InnoCentive’s ideation platform as an alternative to venture capital,
perhaps replacing the seed phase of startup financing. In addition, he feels the challenge platform
has potential to be used as a recruiting vehicle.
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Based on an interview with, and material from, Simon Schneider, general manager, grand challenges
and head of EMEA, InnoCentive, March 2012.
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