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The Industry Paradox of Open Standards
Friends or Foes?
– Why would competing companies work

together in open communities? 

What is Open?
– What characteristics of an open standard 

achieve these business objectives?  

Open or Closed?
– Why and when should a company choose to 

allow others to freely use proprietary IP?  

Quid Pro Quo?
– What is the return on an open investment?
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Open Standards translate to value for business

Interoperability

Global Markets

Choice
Collaborative

Innovation
Focus on Value Add 

Differentiation

Network
Externalities
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The Business of “Open”
Leverage
– Broadly Adopted Technological Platform

– Access to Global Markets
– Network Effects (Metcalfe’s law)
– Ensures interoperability
– ‘Industrial ‘free trade agreements’

Opportunity
– Focus On Differentiation and Value Add

– Technology/Service on open standards
– Secure development roadmap
– Avoid development to competing platforms 
– ‘Cooperate on the platform – compete on differentiation’

Customers
– Increased choice & price options

– Range of vendors which different:
Price points
Functionality options
Service support options

– Product utility enhanced via interoperability
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‘Open’ Means Business
Business Objectives Dictate Characteristics of Open

– Broadly adopted platform

– Secure for future development & consumption

– Ensures Interoperability
‘Open’ Should be Fashioned to

– Attract the best thinking of the most developers

– Provide a clear and stable picture of implementation details
Open  = Transparency

– Open & accessible 
Membership
Development process & records
Use terms 

– No side agreements 
Open  = Stability

– Consensus decision making; No single party veto 

– Simple and consistent terms of use

– Backward compatible if applicable
Open =  Balance

– Encourage maximum participation and adoption

– Promote public benefit of std &  private interests of firms
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Open or Proprietary?
The IT industry is evolving a new equilibrium

Industry direction

Totally
Open

More transparent, 
More community 

involvement

Totally
Proprietary

Where do we need to be today to drive 
innovation, solve customer problems, and 

accelerate growth?
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Collaborative Innovation & The Innovation Cycle:
It’s not “proprietary or open,” it’s “and”

Proprietary 
Innovation

Advantages:
Product / offering 
uniqueness
Speed-to-Market

Open
Innovation

Advantages:
Costs / Interoperability 
Market acceptance

Differentiation Standardization

Leadership

Collaborative

Innovation

Builds the PlatformEncourages value add
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New IP Practices Accelerate Innovation
By Fostering Competition and Collaboration

Proprietary IP brings distinction to 
new ideas, differentiation to corporate identities 
and fosters healthy 
competition in the marketplace

Open or shared IP fosters community problem 
solving and collaboration; can expedite 
innovation
– Open standards as new infrastructure of industry

– IP used to influence not exclude
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Open Standards as the New Infrastructure
Paradigm Shift for IP Leverage In the Information Economy

Industrial Economy - Vertically Integrated Firms
– Ex. Ford Motor Co. Assembly Line Pioneer

Owned Rubber Tree Plantations

– Standards emerge to address intra-firm interoperation.  
Nuts/bolts

– IP used to protect internal infrastructure by excluding
competitors

Information Economy - Virtually Integrated Firms
– Global Network enables outsourcing and specialization 

in the ‘Flat World’

– Standards enable business componentization and 
networked interoperation of the Virtual Firm

– IP used to shape external infrastructure by opening 
access to IP thus influencing the development of 
standards
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The IBM Open Participation Report Card

1998 / 1999
Java, XML 

Co-led XML4J, 
W3C DOM, XSL
Led Apache XML 
projects Xalan
Xerces, SOAP
Founder XML.org
Elected OASIS 
Board of Directors

2000
Web Services & 

UDDI
Co-author WSDL,  
SOAP 1.1
Cofounder 
UDDI.org
Author UDDI 
specification

2001
Web Services 

and Tools
Led submission 
of WSDL to 
W3C
Founder 
Eclipse.org
Co-author W3C 
XML Schema
Chair OASIS 
WS-Remote 
Portlets TCs
IBM Web 
Services Toolkit 
released on 
alphaWorks
Participation in 
Mozilla

2002
WS-I, OMA 

and WS-Security
Founder 
WS-I.org
Founder OMA
Co-author  
BPEL, WS-TX, 
WS-TC
Co-author      
WS-Security
Co-chair     
UDDI TC
Linux 
contributions to 
scalability

2003
Web Services 

Interoperability
Co-chair OASIS 
WS-Security 1.0
Submitted BPEL 
to OASIS
Co-chair OASIS 
WS-DM TC
Submitted CBE 
to OASIS
Submitted WS-
Manageability to 
OASIS

2004
Web Services 
Management

Chair WS-I 
Basic Profile 1.1
Co-chair OASIS 
WS-Notification 
TC
Co-chair WS-
Resource 
Framework TC
Chair OASIS 
DITA
Submitted         
WS-Addressing 
to W3C
Contributed 
UML2 to Eclipse

2005
Web Services 

Reliability
IBM named chair 
IETF
IBM commitment 
to RF in OASIS
Co-author & 
submitted WS-
RM to OASIS
Led OASIS WS-
DM and DITA to 
Standards status
Database 
extensions to 
PHP
Pledged 500 US 
patents to OSS
Purchase of 
Gluecode

http://www.openmobilealliance.org/index.html
http://www.omg.org/
http://www.eclipse.org/
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Specific industries create standards to meet their 
unique needs

Automotive Quality issues—warranty costs average $700 per vehicle in US
Growing need for multi-vendor in-vehicle systems/software integration  

Healthcare Accelerating costs, slow response times, quality of patient records
Increasing pressure to integrate payers, providers, hospitals

Electronics Moving from traditional manufacturing to configure-to-order  
Lack ability to mass produce with last-minute customization

Banking Information silos, redundancy and underutilization of data
Pressure to speed development and delivery of  new products & services

Retail
Available data increasing exponentially (e.g., RFID), but not leveraged 
effectively
Access to real-time information required to optimize supply chain

Telecom
“Island” infrastructures—multiple legacy systems and heterogeneous 
environments
No single view of the customer (activation, self-service, billing, customer 
care)
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Example IBM Support for Industry Standards

Websphere Business Integration (WBI) for 
Financial Networks (WBIFN)

–Gives banks and financial institutions a single 
platform for all of their communication 
channels. Supports SWIFT and SWIFTNet and 
offers migration tools for IBM MERVA

Websphere Application Server (WAS) 
for Telecom

–Provides a set of Parlay API extensions to 
WAS for the rapid creation and delivery of new 
revenue producing telecommunications 
services which integrate e-business 
applications with diverse telecommunications 
networks (wireline, wireless and Internet)

–Supports many 3rd party Parlay Gateways
WBI for Retail Distribution

– Integrates with the item management and 
synchronization functions offered by UCCnet

IBM Architecture & Planning Services for 
Web Services

–Assists customers with web services 
architectural guidance, web services 
implementation guidelines and web services 
best practices.

WBI Insurance Adapter for 
ACORD XML V1.0

–Enables business applications to send and 
receive business data and events 
asynchronously. A broker or server can 
exchange business objects with applications 
that send or receive data in the form of 
ACORD XML messages.

HIPAA SupportPac for WDI (Healthcare)
–Uniquely provides support for translation of 

the complex dynamic hierarchical ANSI X12 
formats used to support the exchange of HL7 
documents in ANSI X12 transactions such as 
Advance Ship Notice and Medical Claims
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Web Services

Unified, consistent, more 
error-free and structured way of 
getting information 

Open Document 
FormatsStandardized, 

secure, reliable 
information 
exchange 
infrastructure

Common open formats 
for documents and 
unstructured 
information, free from 
vendor lock-in 

Source: Global Pulse Survey, July 2004

Open Innovation Starts By Connecting Industries  
Interoperability via standards is the vital link

Electronic Forms
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Open IT Standards As Infrastructure for Networked Industries

Industry-Specific 

Energy &
Utilities

Technology STANDARDS

Open OS  

Open Networks

Open
Publishing

Open Data

Open Programming

Open 
Interchange

Grid

Linux
IP

Web
Services

HTML
XHTML

J2EE
XML

Autonomic Standards

Standards

Horizontal
Industry

Chemicals &
Petroleum

Aerospace

Defense

Human
Resources

Customer
Support

Finance

Marketing

Relationship
Management

Procurement

Accounting

Information
Management

Automotive

Risk/Compliance
Payments

Electronics

Product
Life Cycle

Consumer
Products

Retail

Travel &
Transport

Trading Partner
CollaborationStandards

Banking

Insurance

Tele-
communications

Financial
Markets

Global
SMB

Media &
Entertainment

Pervasive
& Wireless

Education

Government

US Federal

Life
Sciences

Healthcare
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Open IT Standards As Infrastructure for Networked Industries
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IBM WebSphere Application Server
A Proprietary Offering Built on Open Standards
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Why is IBM 
committed to 
open standards?
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appendix
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Example: OpenDocument Format

An XML based specification 
describing the content and 
formatting of a document.

Developed by a multi-vendor 
committee at OASIS 
(Organization for the 
Advancement of Structured 
Information Standards).

Meets the common test for 
openness.

Has been submitted to ISO for 
certification.

Is being adopted by many 
vendors.

Has generated both adoption and 

http://en.wikipedia.org/wiki/
List_of_applications_supporting_OpenDocument
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The IBM Open Participation Report Card
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Openness Accelerates Innovation

Open Source
Software

Process
Standardization

New Intellectual
Properties Practices

Open 
Standards
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Open Standards Accelerate Innovation
By Defining Industry-wide Best Practices

Open Source
Software

Process
Standardization

New Intellectual
Properties Practices

Open Industry Standards are:

1) openly documented

2) published without restriction

3) freely available for adoption 
and evolve collaboratively 
through standards organizations

Open 
Standards
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New Intellectual Property Practices
Accelerate Innovation by removing barriers to adoption and use

Open Source
Software

Open 
Standards

Process 
Standardization

The move to 
openness is 
accelerated 
when the rules 
surrounding the 
use of intellectual property are clear, 
simple, and remove open source and 
open standards encumbrance.

New Intellectual
Property Practices
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What is Collaborative Innovation?

Community-driven approach 
to problem solving
People working across 
geographical and 
organizational boundaries to 
confront today’s most pressing 
challenges 
Enabled by open standards 
and new intellectual property 
practices, it unites 
perspectives from a host of 
disciplines to:

• Rapidly solve business issues

• Accelerate technological 
advancements 
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New IP Practices Accelerate Innovation
By Fostering Competition and Collaboration

Proprietary IP brings distinction to 
new ideas, differentiation to corporate identities 
and fosters healthy 
competition in the marketplace

Open or shared IP fosters community 
problem solving and collaboration; can 
expedite innovation
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IBM’s pledge to innovate 
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IBM is not
alone in thinking
that this is
a good idea
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IBM’s Just Getting Started! 
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Evolution to an Open Standard
Need Initiator Core group Standards body

Customer need for 
technical solution to 
known problem

Lack of industry 
accepted technical 
solution

May be competing 
technical approaches
or single proprietary 
solution

Lack of interoperability

A company, individual 
or group of companies 
or individuals agree to 
address issue

Resources devoted to 
developing  best 
technical solution, 
often in collaborative 
fashion

Interested parties 
publish specifications

Specifications publicly 
available sufficient to 
enable implementation, 
interoperability

Can be implemented 
with  little or no 
restrictions

Developers may create 
reference or 
commercial 
implementation

Developers declare 
intent to have solution 
accepted as standard

Open

Standards body reviews 
technical solution, adopts 
as standard

Specifications publicly 
available are sufficient to 
enable implementation, 
interoperability

Can be implemented with 
little or no restrictions

Standards body open to 
broad participation, open 
decision making process

Standard implemented in 
competing IT products by 
multiple vendors.
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