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Abstract

This article explores the situation in which an innovation project fails to
achieve its full potential because the goal is lowered during the process.

When the gap between measured/perceived progress and goals/aspirations of
an innovation project becomes too large, the goals will be lowered and
opportunities will be lost. The hypothetical explanation suggested here, is that
the progress is often perceived to be linear whereas the actual progress is
often exponential and that this makes the gap between actual achievement and
expected progress much larger. The hypothesis is explored by means of a
single case study of a network-based innovation in the energy sector. The case
supports the hypothesis, but further research is needed in order to conclude
that the perception of progress in innovation projects should be exponential,
not linear.
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1. Introduction

In order to legitimate the innovation projects, the project manager and the business unit
responsible for the project need to document the effects of the innovation project. This
leads to an essential interest in measuring and evaluating the success of the project
(Kessler & Chakrabarti 1996; Tidd, Bessant & Pavitt 2005).

The progress flow in strategic innovation will often be assumed by management to
follow a linear progressing curve (Lievegoed & Glasl 1997) — or an approximately
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linear curve (Greiner 1988) — with a fixed gradient consistent with the defined goal —
roughly a straight line from the starting point to the expected ending point (Darsg 2001).
A somewhat similar approach to linearity and forecasting the various phases of an
innovation project can be identified in the stage-gate method by Cooper (1988).

However, by nature a lot of innovation projects are not marked by a steady development
throughout the project period. Thus, the accumulated knowledge added to an idea in the
beginning of a development process is rarely linear. The added knowledge as well as the
undergoing value follows an exponential curve — or an approximate exponential
function (Mikkelsen & Riis 1989). This may be similar to the learning curve effect for
launched products partly explaining the shape of Product Life Cycle curve (PLC, e.g.
Kotler (2006)).

If decision makers with a linear expectation carry out a mid-term evaluation of an
innovation project and identify a gap to the actual (exponential) change curve, they
potentially can draw two conclusions: They can close down the innovation project or
they can adjust the goals of the project (and by this diminish the innovation level of the
project substantially).

This paper is aimed at exploring the potential gap between the linear expectations of the
company management and the actual exponential development of the innovation
project. Thus, the purpose of the paper can be summarised in two research questions:

Is there a gap between the expected progress by decision makers in the company and the
actual development in the innovation project?

If so, what are the consequences of the (potential) gap in relation to the further
development of the innovation project?

The exploration of the potential gap between decision makers and the actual
development of innovation projects will be based on a case study: A Danish inter-
organisational, network-based innovation project within the energy sector. One of the
authors has been involved in this innovation project as an action researcher. He has been
collecting data through 15 semi-structured interviews (one to two hour) with the focal
organisation and the other participants in the project. In addition, as an active participant
at the network meetings and as a sparring partner to the focal organisation he has
collected extensive field notes. The data analysis is being carried out as triangulation,
both internally among the researchers involved in the project and externally with the
participating organisations.

The preliminary findings of the paper indicate that the focal organisation is experiencing
substantial difficulties in keeping the participating organisations involved in the
innovation process. Several of the partners feel a lack of concrete outcome from the
network and respond by leaving the network at early stages. The paper will speculate
about theoretical explanations for the empirical pattern observed and come up with
suggestions for future research.

The paper will seek to generate some managerial implications for handling the
innovation process. Understanding that the innovation project rarely is a linear process
could prove to be a keystone in a successful innovation project.



2. The progression in innovation could be seen as an exponential curve

Beyond the innovation project level, innovation is sometimes described as a diffusion
process communicated through a certain channel over time among the members of a
social system (Rogers, 2003), spread through society in an S-curve (Rogers, 1962)
which is similar to the learning curve effect for launched products partly explaining the
shape of Product Life Cycle curve (PLC, e.g., Kotler (2006)). Games theory has
simulated competitive diffusion processes, based on an innovation system as an
exponential curve as a result of the cumulative nature. At the innovation project level,
the added knowledge as well as the undergoing value follows an exponential curve — or
an approximate exponential function according to Mikkelsen & Riis (1989). Olleros
(1986) as well as Dosi (1984) describes that radical new ideas are not a result of
incremental linear steps in a continuous process, but more a result of a series of
discontinuous steps which later in the process becomes more and more cumulative as an
exponential curve.

Bower & Christensen (1995) did the same with their Disruptive Technology described
as an exponential curve breaking other curves (in 2003 the term was changed to
Disruptive innovation (Christensen & Raynor 2003)). A lot of innovation projects are
not marked by a steady development throughout the project period as well as the
accumulated knowledge added to an idea in the beginning of a development process is
rarely linear, and as knowledge is added to an idea over time the accumulated amount of
knowledge may be expressed conceptually as a type of exponential curve.

3. Management system and expected progress in innovation processes could
be seen as linear curves

The evaluation form to predict the flow in strategic innovation will often be assumed by
management to follow a linear progressing curve (Lievegoed & Glasl, 1997) — or an
approximately linear curve (Greiner 1988) — with a fixed gradient consistent with the
defined goal — roughly a straight line from the starting point to the expected ending
point (Darsg 2001). A somewhat similar approach to linearity and forecasting the
various phases of an innovation project can be identified in the stage-gate method by
Cooper (1988). The expectation to progress in an innovation project is as described in
the cases often regarded as linear curves regardless if it’s economical, political or even
anarchist motivated.

4. Comparing the two curves
This two approaches to change as a function of time is not comparative as the focus is

quite different, but still they are compared every time an innovation process is in
progress. The dilemma is shoved in the figure below.
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Figure 1. Measurement create a gap

The measured gap between the expected process and the real process usually has a
tendency to be considered as being too big. The gap emerges from a result of two
different measurement understanding of the result from the measurement and
measurement methods, and do not necessarily show a difference in reality.

As for instance, in January 2004 a major Danish producer of medical devices organized
a special innovation group to develop new product and business opportunities for the
future. The main reason for the initiative was a realisation, that in some years their main
business area potentially could disappear as a medical solution might be found to the
problem. They assigned a group with the goal to double the turnover in five years
(based on new businesses opportunities). After 1% years the decision makers had a clear
expectation to the result, that even though there might not be a increase in turnover of
30% there should be a considerable increase in turnover, which was not the case: There
was several potential business opportunities, but none of them was yet to be verified as
potential successes, and in December 2005 the group was shut down, and a more
incremental approach was chosen. The goal might not have been reached — impossible
to know, as the decision was made as a result of the measured gap between the two
curves. The adjusted goal seems to join the two curves at the measurement time to avoid
the gap as showed in the figure below, which result in a potential new gap at the ending
time.
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As a result of the measurement, the innovation aspiration is lowered.

Another example: In 2006 the Danish Technological Institute had their 100 years
birthday — a day to be celebrate with several events. Also it should set the start for a new
era with focus on the costumers. A new modern building with all modern technology
was build ‘to explore Open Innovation’, where different specialists from different
professions was placed, together with different companies with their innovation
activities and researchers from different universities. For people placed in the building
this was considered as being an experiment to creating new activities and to learn about
how different knowledge areas and traditions could work together (activity oriented).
The top management approach was a business model — a model which from the very
start should show some effect. Thus, the top management was result oriented in their
expectations to the new initiative. It was an explicit expectation, that different
companies would place people in this environment and at the same time were ready to
pay a considerable amount of money for staying in the environment. It was also an
explicit expectation, that the offer would be popular, and it would be possible to choose
between several people and companies. After 1% year there have been generated several
projects, several articles have been prepared as well as new potentials have been
discovered, and the basic idea with cooperation between different professionals has
showed a positive effect However the direct economical income as well as the expected
rush has not been as expected. Different activities have been explored, things have been
modified, but the gap between the reached result and the expected result has lead to the
conclusion, that the activity should be closed to make room for innovation with a clear
technological focus on a single tropic. In the following section we will explore the
problem is an in-depth case study.



5. In-depth case study of a network-base innovation project in the energy
sector

5.1.  Case description and Methodology
The case study concerns a Danish inter-organisational network within the energy sector.

The network analysed is part of a comprehensive project consisting of six networks.
This comprehensive project is presented below.
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Figure 3. The case

The overall project was initiated by the Ministry of Science, Technology and Innovation
and was aimed at developing new business models in inter-organisational networks. As
illustrated above, the participating universities are cooperating with a number of focal
organisations, which have all initiated a network.

5.1.1. Case Description

The energy sector network is one of the six networks of the overall project. The focal
company has co-funded the project and will henceforth be described as the funding
organisation.

The funding organisation is a profit-seeking company and one of the major IT solution
providers for the utility sector in Denmark. It provides ERP systems to a number of the
utility providers, and an essential part of these ERP systems is the processing of data
from private household meters.

A new Dbusiness idea was conceived in 2004 by the area director of the funding
organisation’s energy division. His idea was triggered by the fact that automatic
metering solutions were being implemented in the majority of private Danish
households. The implementation of automatic metering has positive effects for both the
energy consumers (they no longer have to read and report their meters) and for the
companies in the energy sector (the automatic metering produces valid information



about energy consumption accessible to the companies). The area director envisaged
that the access to the consumer data through the automatic meters might be an important
way of expanding activities on the consumer market.

It soon became clear to the area director that his idea could not be realised without
active participation from other companies in the development of the relevant services.
This led the area director to formulate some ideas about establishing a network in an
effort to launch new automatic metering services into the consumer market.

In order to initiate and involve relevant partners, the funding organisation and the
researchers contacted potential participants by post in December 2005. The
organisations that expressed their interest in joining the inter-organisational network
were invited to the first network meeting in March 2006. This meeting was followed by
three network meetings in August 2006, September 2006 and February 2007. These
meetings resulted in a specification requirement to the solution which should be
presented to the customers.

5.1.2 Methodology

The data, on which the present paper is based, is partly meeting observations and
meeting minutes, partly in-depth interviews with the organisations involved in the
process.

The researchers involved in the project participated in all network meetings. The
duration of the network meetings was between four and eight hours. Two of the network
meetings were documented on audio recorder and transcribed. The researchers made
extensive field notes throughout the network meetings. Due to the fact that the funding
organisation did not feel comfortable about having the other two network meetings
audio recorded, these two meetings were merely documented through field notes. In
addition, one of the researchers took part in the pre-meetings with potential partners.
Observations from the pre-meetings were documented in field notes.

The researchers have carried out thirteen interviews with persons from eleven of the
participating organisations. The interviews have been set up as explorative interviews
covering a variety of aspects of the network process. The duration of the interviews was
between 50 minutes and one hour and 55 minutes. The interviews were recorded and
transcribed.

The researchers have employed various types of data analysis. They have carried out an
‘external’ analysis of the generated data. Through triangulation (Denzin 1978) of field
notes and other sources of data, they have, furthermore, sought to establish a common
understanding of the development. In addition to the external data analysis, the
researchers have presented the perception of the development to the funding
organisation and some of the other network participants. This external-internal
exchange of perceptions has generated new knowledge about the network development
and has been used as valuable input to the case study analysis.



5.2.  Analysis

The case illustrates to some extent a misbegotten innovation process. In spite of the
extensive sum of resources, which the participating organisations represent, the
innovation degree of the final solution (expressed in the specification requirement) is
limited and the number of organisations involved in this implementation stage of the
network is low.

The focal organisation is experiencing substantial difficulties in keeping the
participating organisations involved in the innovation process and committed to the
outcome of the network. The area director describes his perception of the attitude of the
other participants in the network as a ‘counter motion’ to the visions of the focal
organisation. He expresses his feeling of a lack of *buy-in’ from the other participants in
the network.

The interview with the other participating organisations illuminate that the reason for
this lack of commitment to the network and the innovation process is due to a sense of
lack of clear indications of the focus of the network and lack of specific business plan:

“Then they [the focal organisation] explained how it was and that was the point of
departure. | don’t remember the model, but | remember the thing about the business
case — or the story about the rationale — of the network. It was unclear when we
started. We spend all the time at the meeting [the first network meeting] trying to
establish the business case and still it was impossible to see. And it still is to me’
(Interview with the senior manager of one of the participating organisations, interview
December 2006 (translation from Danish))

As a result of the sense of lack of business case, the senior manager did not show up at
the next network meeting in August 2006. Instead he sent a more junior manager. And
since the August 2006 network meeting the organisation withdrew from the network.

One of the other participants expresses a similar perception of the network
development. He is responsible for the telemetry department of one of the major
telecommunication company in Denmark. He saw a considerable potential in the
network:

‘The vision of the network was that we should create the mother of all solutions...’
(Interview with the market responsible of one of the participating organisations,
interview December 2006 (translation from Danish))

His felt disappointed after the first network meeting in March 2006. His evaluation of
the March 2006 network meeting is rather critical:

‘Nobody could see the business case. It did not make sense [...] We did not achieve
anything at the meeting’’

(Interview with the market responsible of one of the participating organisations,
interview December 2006 (translation from Danish))

The market responsible resigned from the following network meetings and sent his
product manager in order to keep track of the progress and develop relationships with
potential customers. He defined her task as being defensive and not to participate in
innovative processes of the network. The organisation resigned after the second network
meeting.



However, the impatience was not just affecting the other participants in the network.
The project manager from the focal organisation also became restive in terms of the
development of the network. After the August 2006 meeting he agreed with the area
director that they wanted to get a specific outcome from the network: They wanted to
‘move down the funnel’ and focus on only a small proportion of the organisations
which thus far had been involved in the project. They invited three of the utility
companies to a meeting and agreed upon a preliminary specification requirement of the
solution. The number of functionalities was markedly reduced and the innovation
degree of the sketched solution was very limited as showed in figure 2.

As becomes clear from the analysis, the innovation process has been hampered by both
external and internal pressures. On the external side the participating organisations
expect a business case at the first network meetings. When they realise that the focal
organisation and the other participants in the network are not following a straight line in
the innovation and change process, they abandon the network. Simultaneously, and to
some extent provoked by the scepticism of the other participating organisation, the
management of the focal organisation begin to hasten the development of the solution
instead of accepting the exponential progress of the innovation progress. This approach
of the focal organisation reduces innovation degree of the network (ending up in the
‘adjusted goal’ in figure 2) and hinders the realisation of the potential of the sum of the
resources which the large number of network participants represents.

6. Conclusion

This paper is aimed at exploring the potential gap between the linear expectations of the
company management and the actual exponential development of the innovation
project. A gap appeared upon different measurement methods or/and expectations to
progression or change.

The paper finds that the expectations are that progression is linear and that the actual
innovation progress follows an exponential curve, which implies a risk that a gap
between the two will appear - no matter when the measurement is done. A gap which
result in three different scenarios:

1: The innovation project will be stopped as described in the cases

2: The goal will be adjusted as described in figure 2 to avoid the gap

3: New ways of measure and evaluate the progress in innovation projects by adjust the
expectation, which need further research

Since the empirical evidence is drawing mainly on one case study more evidence will be
needed to explore and confirm the idea presented in this paper.
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