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Seweryn Spalek!

INNOVATIVE VS. INNOVATION PROJECTSIN ORGANISATIONS

Summary: Being innovative is a vital capabilityafanisations and societies nowadays. Companiesin@vation
projects as part of their strategies and assigmifgignt resources to them. Moreover, there isna@éacy to manage
projects in an innovative, for example agile, waperefore, it is important to clearly understand tlistinction
between innovative and innovation projects. Botmgeare explained in the article and cross relatame discussed.
Moreover, the idea of managing innovation projegislying the innovative approach is presented.
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Introduction

Innovations are nowadays the centre of attentioscightists conducting significant resedrch
Innovation projects occupy a special place amomgvethtures. Companies see them as an
opportunity to increase their competitive advantage the European Union made them the
major theme of "Horizon 2020" when drafting the durg programme for research and
innovation.

Despite there being many examples of innovatiothéliterature, the concept of innovation
projects is variously defined by authors. Howeteey agree that innovation projects are of high
risk with regards to their implementation. Moregutiere is a significant shortage of scientific
works treating the issue of managing innovatiorjgmts with due prominence. Hence there is a
need to discuss the best approach to that issue.

In innovation projects, the stakeholders’ expeotatiregarding results are much higher than
in other types of projects, while the risk of faduwf innovation projects - significant, while they
often operate under conditions of increased unogytalt can be assumed that the number of

failed innovative projects is much higher than tpa¢sented by the Standish group in the
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CHAOS report§ where the number of failed projects is markedghhand fluctuates at around
20%, while challenging projects (overrun budget#iror reduced scope) are around the
noteworthy figure of 40%.
Innovation projects very often bridge differentaidines and establish new directions for the

development of organisations. Therefore, theyaathe cutting edge in the following ar&as

* Personalised medicine

» Distributed energy

* Pervasive computing

* Biomarkers for health

* Nanomaterials

* Biofuels

» Biomarkers for health

» Advanced manufacturing

e Universal water

» Carbon management

* Engineered agriculture

» Security and tracking

* Advanced transportation

Taking into consideration the high risk and undatyaof innovation projects, the traditional
approach to managing them seems to be insufficieherefore, a new innovative way of
managing such projects should be applied. That omgpr should be called,nhovative
management of projectswhich can also be described under the shorten témnovative
projects.

In contradistinction tottaditional project managementknown as the waterfall approach
innovative management of projecssiould include the newest methods and techniqaelsiding

the built-in agility concept
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As the terms ihnovative” and ‘innovation” projects are often misused, the main goal of this
article is to clearly define, systemize and undertihe crucial differences between them.

Moreover, the research question (RQ) can be fortedlawhat is the best approach to
managing innovation projects?

To fulfil the goal of the article and answer theearch question, the elaborations based on the

literature study are given.

1. Innovation Projects

There are various terms of innovation projects wathsizeable number of researchers
discussing innovation projects only in the conteiktechnology which, in the opinion of some
author$ and myself, is nowadays grossly insufficient. Efiere, for the purposes of these
considerations, | propose expanding the definibbnnnovation projects by incorporating the
economic aspect of comparile this way, not only the product but also refaprocesses and
methods may be subject to innovation, as they tnné to the growth of the economic potential
of the company. For the purpose of these elaborstithe typology of innovation projects
proposed by Eppinger and Kastensswas preliminarily assumed to be as follows:

* Incremental innovation projects

» Evolutionary innovation projects

* Revolutionary innovation projects

However, as noted by Jacoby and Rodrigydmcremental innovation is when the company
wants to improve an existing product to an existhgnt, while evolutionary innovation is when
the company wants to improve an existing produd affer it to a new client. Finally,
revolutionary innovation is when the company waotsreate a new product for a new client
(Figure 1).

% Dingsoyr T, Nerur S, Balijepally V, Moe NB. A detmof agile methodologies: Towards explaining agifiware
development. Journal of Systems and Software. 351(&).

" Ericson A, Kastensson A, editors. Exploit and Exel Two Ways of Categorizing Innovation Proje€lS. 68-3: Proceedings of
the 18th International Conference on Engineeringi@e(ICED 11), Impacting Society through EnginegrDesign, Vol 3:
Design Organisation and Management, Lyngby/Copesia@enmark, 15-1908 2011; 2011.

8 Drucker PF. The discipline of innovation. Harv&asiness Review. 1998;76(6):149-57.

® Ericson A, Kastensson A, editoop. cit

19 Jacoby R, Rodriguez D. Innovation, Growth, andtiGgtto Where You Want to Go. Design Managementi&ev
2007(18):10-5.



REVOLUTIONARY

NEW PRODUCT

EXISTING PRODUCT

EXISTING CLIENT NEW CLIENT

Figure 1. The typology of innovation projects;
source: taken from Jacoby, R., & Rodriguez, D. d0thnovation, Growth, and Getting to Where Yound® Go.Design
Management Revigi8).

There are several key characteristics associatdtdimnovation projects. One of them is the
hard-to-define scope of work. The other is thatgbal of the project is very often described to a
very high level and the details are hard or evepossible to define upfront at the planning
phase. Those projects also frequently operateturtaulent, dynamic environment with a high
level of competition. Teams work under strict tipressure, which generates additional problems

in communication flow and increases tension.



Therefore, innovation projects tend to be higk psojects and their outcomes are uncertain.
Thus, risk management of innovation projects seenday a key role in their execution. The
notion of risk appears largely in publications ba tmplementation of innovatiotis The authors
emphasise its importance. However, they limit tltliberations to general statements on the
importance of risk management, without conductmgepth research and analysis.

In some publications on risk management in innavaprojects, the authors propose the
application of universal risk management metfigdss defined in widely recognised standards
such asThe Project Management Body of Knowledge - PMBpDKiternational Competence
Baseline - ICB®, and/or focus primarily on the risk of technoldgyinnovation implementatidn
or assume innovations as investment projects vattiqularly in-depth analysis of the financial
risk pertaining to the investmehts This approach is currently insufficient and, asted by
Chandrasekaran, Linderman and Schro€det is necessary to go beyond the existing
technological and financial risk framework in inadon projects.

Moreover, innovation projects are more likely té faan other types of projects

The framework of the current state of knowledgéhmarea of risk management in innovation
projects can be divided as follows:

* Application of standard methods in risk management.
* In-depth analysis of technological risk in projects
* Financial risk analysis in investment projects
Moreover, the groups of risk can be divided acauydod the source of origifj as follows:

* Internal Risk, which includes risks associated with
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Company project management methodology.
The strategy of implementation of innovation in doenpany.

Human resources.

o O O o

Organisational culture.
o Knowledge Management.
» External Risk, which includes risks associated with
o Stakeholders of the project.
0 Market and competitors.
o Collaborators.
0 Legal changes.

Moreover, taking into consideration the innovatina&ture of innovation projects, following

Hillson?®, the modern approach to risk division into thédieing groups should be assumed:
* Threats - which represent a traditional, negadjproach to risk in projects.
* Opportunities — which represent a new/innovatisitp/e approach to risk in projects.

This concept was recently appreciatedTihe Project Management Body of Knowledge
Project?, where risk is defined as "an uncertain eventomdition that, if it occurs, has a positive
or a negative effect on a project objective” andojéct risk includes both threats to the project’s
objectives and opportunities to improve on thosedalves”.

Moreover, it can be assumed that risk managemeiites, such as identifying, analysing
and responding to project risk, should include mmasing positive and minimising adverse
effects. Therefore, the following distinction ofpepaches to risk management can be drawn:

* Inthe area of threats
o Avoidance
o Transferring
o Mitigation
0 Acceptance
* Inthe area of opportunities
o Exploitation
0 Sharing

20 Hillson D. Enterprise Risk Management: Managing:ehtainty and Minimising Surprise. Advising UpwardsFramework for
Understanding and Engaging Senior Management Stidesis. 2011:57-86.
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o Enhancement
o Ignoring
The abovestated points describe, but are not kimdethe complicated and difficult nature of
innovation projects, on a scale unlike the majooityraditional projects. It also shows that some

non-traditional ways of managing innovation progestiould be applied.

2. Innovative Projects (I nnovative M anagement of Projects)

The traditional approach to project management besn applied since the 1960s. The
methods and techniques proposed at that time #lressd in modern projects. However, new
functionalities were added or could possibly bedligyed as a result of information technology
(IT) aided tools. Even complex programmes are ssfady executed using Gantt charts and
allow detailed planning practices of the entirejgroupfront’. The main characteristic of that
approach is a precisely defined project goal dmetetfore, the scope of work. This allows one to
estimate the project’s budget very carefully ancuse the necessary resources from the outset.
Once the project has been planned, the main facpstion technical issues and trying to keep
the projects on track, according to the assumeddtudime and scope Thus, there is also a
high demand for monitoring and control of projeatbgress in the traditional approach.
Therefore, several approaches are used, wherathedevalue method (EVM) is an exanffle
In short, this approach could be described as niagagditional projects

With the rapidly increasing number of projects withhe last few decades, a significant
number of them are innovation projects. This rastidm the changing business environment
that companies operate in. The execution of a pr@ecording to the original plan is no longer
sufficient for the company to maintain or incredsemarket share. The turbulent environment
and the changing or difficult to explicitly defineequirements, coupled with aggressive
completion, require, in some projects, a new intigeaapproach. Those needs were noted by the
authors of Agile Manifesto in the software devel@pmprojects area. As an answer to those
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needs, they proposed the following frameviarikWe are uncovering better ways of developing
software by doing it and helping others do it. Tgb this work we have come to value: (1)
Individuals and interactions over processes antt¢®) Working software over comprehensive
documentation, (3) Customer collaboration over @mtnegotiation (4) Responding to change
over following a plan. That is, while there is walin the items on the right, we value the items
on the left more”. Since Agile Manifesto, severathers have built on that and proposed the
further development of this approach for managirujeets in organisatiofs
The Agile approach is a core example of how toimmovative projectsvhich are far different

from traditional ones. In summary, innovative potgeshould be executed in organisations in
response to prevailing business needs which ai thadefine upfront in precise detail. There
should be new approaches (e.g. Agile) and methpplsed to innovative projects as the waterfall
approach is inadequate to cope with projects oijpgrah a rapidly changing environment or
projects with built- in, constant redefinition dfet requirements with a high level of competition.

3. Discussion

Innovation projects, as has already been statedpmjects which are far from traditional
ones. Therefore, they need to be treated in ardiffevay. That means that the way to manage
them should be an innovative one, similar to thaliad to innovative projects. Innovation
projects, by their very nature, are of high riskeiF scope of work is very often difficult to
rigidly define. The goal is often blurred. Howevéne business need to invent cutting-edge
technology is clear in order to make salient pregrand to undercut the competition. However,
how to achieve it and how to manage these kingsajects is a new challenge. The traditional
approach to managing projects is most decidedlyahl& to address the specific needs associated
with innovation project outcomes. Therefore, innewa projects should be managed in an

innovative way, where the Agile approach could be of them.

25Beck K., Beedle M., van Bennekum A., Cockburn@unningham W., Fowler M., Grenning J., HighsmithHunt A., Jeffries
R., Kern J., Marick B., Martin RC., Mellor S., Scaler K., Sutherland J., Thomas Bgile Manifestp2001,
http://www.agilemanifesto.org/, accessed 25.09.2015

28 Dingsoyr T, Nerur S, Balijepally V, Moe NBp. cit; Oellgaard MJ. The Performance of a Project Ofele Methodology in
Practice. Project Management Journal. 2013;44(43%Drury M, Conboy K, Power K. Obstacles to degisnaking in Agile
software development teams. Journal of Systems$aftdiare. 2012;85(6); Middleton P, Joyce D. Leaftv&are Management:
BBC Worldwide Case Study. IEEE Transactions on Eegiing Management. 2012;59(1):20-32; Batra D, éadéer D, Dutta
K. Extending Agile Principles to Larger, Dynamicf®eare Projects: A Theoretical Assessment. JowhBlatabase
Management. 2011;22(4); Holzmueller-Laue S, Goedkdie Business Process Management in Resear¢adBs of Life
Sciences. Perspectives in Business InformaticsaRetse2011;90.



As the terms of innovative projects and innovatmojects pertain various overlapping
themes, they may well have something in common. &lgninnovation projects could be, or
even should be, managed in an innovative way, amras/ative projects. Therefore, the common

relationship between innovative projects and intiowsprojects is shown in Figure 2.

Innovative Projects Innovation Projects

Figure 2. The common relationship between innovative projects and innovation projects;

In view of the abovementioned elaborations, thetmesommended approach to managing
innovation projects is by doing it in an innovativeny. That means the innovation projects
should be managed in an innovative way in ordéndoease their success rates. This answers the

article’s research question, outlined at the bdaguof the article.

4. Conclusions

The scientific approach to managing projects dhtek to the 1960s. At that time, projects
were usually single-run entities with a clearlyidetl scope of work, time and budget. Moreover,
they operated in a stable, predictable environmEnerefore, the major issues associated with

managing such projects were technical ones or mdedcwith limited resources. Thus,



traditional project management, based mostly onwhaéerfall approach, was sufficient and
remains so for certain projects today. Howevenugh time, the market underwent changes. The
business environment of companies operating in nimagiches is highly turbulent, which has
created frequent changes in project requiremerdsimposed new methods of managing such
projects. Those new types of projects managed meth methods should be called innovative
projects. In parallel, companies, or even socidieg. European Union), are desperately seeking
innovations and they have initiated several innovatprojects that should result in the
development of brand new ideas, products or sesvicecutting-edge technologies. Those two
worlds (Innovative projects vs. Innovation projgéctsan function together in synchronous
harmony which means that innovation projects areagad in an innovative way. As this article
focuses on clarification, systematization of teransl adding new knowledge by presenting the
theoretical concept of managing innovation projectsn innovative way, it can also serve as
starting point for further empirical research omrent practices in managing innovation projects

in companies.
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