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Abstract

This paper focuses on innovation management and how to drive innovation through IT. While
the IT used to operate in the back ground of a business organization, it is now responsible to
create a competitive advantage. Especially, when today’s business environment becomes hy-
percompetitive, business organizations have to consider how to become more competitive. To
achieve an competitive advantage many business organizations focus on IT innovations. In this
context, this paper describes how the IT can be used as an internal strategic resource by creat-
ing an IT strategy with regard to the business value and goals. Based on the aligned IT strategy
this paper presents an approach which describes how the IT department can engage in business
processes and creates an IT value to the entire business organization. The IT value is an im-
portant pre-condition for being accepted as a source to drive innovation. On the basis of the IT
strategy and IT value an IT innovation management model is created, which includes organiza-
tional relationships that have to be noted when implementing an IT innovation management
approach. The theoretical model describes how the IT department can contribute to drive in-
novation and business opportunities by operating a centralized IT Business Innovation Center
(IT-BIC).

Keywords: Innovation Management, IT Innovation, IT value, IT and business strategy, Innova-
tion Center
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1. Introduction

The awareness of the role of Information Technology (IT) has changed over the past decades.
While the IT used to operate in the back ground of a business organization, it is now responsible
to generate strategic competitive advantage (see Eul et al., 2012, p. 101). According to a global
management consulting business organization named A.T. Kearney (2009, p. 2), approximately
90% of executives surveyed identified the IT as an “extremely important” differentiator.”> Nev-
ertheless, some executives are often concerned about growth and raising the market share (see
Hofbauer and Wennmann, 2008, p. 81). Especially, when today’s business environment be-
comes hypercompetitive, business organizations have to consider how to achieve competitive
advantage. With regard to the aforementioned study, 85% of the business organizations stated
that at least 10% of their growth rate was due to IT innovations (A.T. Kearney, 2009, p. 3).
However, according to the latest Gartner (2012) survey many business organizations and their
management teams have lost their focus on IT innovation. Approximately 50% of Chief Execu-
tive Officers (CEOQ) say they will invest more in innovation but only 25% are actually addressing
it as an explicit discipline.® For many CEQ’s, new information on customer sales and threatening
competitors become more important than setting the focus on new IT innovation. In addition,
innovation leaders often have the opinion the IT is a barrier to innovation. They believe that
the IT should be used just for automating and standardizing business processes (see Tarafdar
and Gordon, 2005, p. 1). Therefore, it is necessary to convince the executives and other em-
ployees to focus again on a strategic IT innovation management. This can only be realized if the
IT is acknowledged as an innovative partner. However, the research on how the IT can use their
capabilities to drive innovation is very young (see Kiel3ling et al., 2012, p. 3). In this context, this
paper describes first of all how the IT can be used as an internal strategic resource to create
competitive advantage. Furthermore, the paper presents an IT innovation management model,
which includes organizational relationships that have to be noted when implementing an IT

innovation management approach. This leads to the central research question of:
RQ: How to drive Innovation and Business Opportunities through IT?

Based on Webster and Watson (2002), the structure of the paper is as follows: After describing
the topic motivation and explaining the contribution to the innovation topic in the introduction,
the theoretical and practical background on innovation, IT innovation and the Innovation Man-
agement is described. Then, the research design together with the literature search process is
presented. Afterwards, the principal part of the paper begins. The first part presents two ap-
proaches on the creation of IT value. The second part explains how IT can be used as an enabler
or implementer of innovation. Furthermore, a practical approach of an innovation center is

5> The survey conducted 150 executives from American and European business organizations. A requirement was
annual revenue of $500 million or more.

6 The survey conducted more than 220 CEO’s and business executives from over 25 countries. A requirement
was annual revenue of $500 million or more.
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adopted and extended. On this basis, four organizational relationships are identified and de-
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scribed. Subsequently, a discussion of the observation follows. The identified limitations and
further implications for additional theoretical and practical research are drawn. Finally, a con-
clusion and outlook is provided.

2. Research Background

2.1 Theoretical and practical background

Invention vs. Innovation

The terms invention and innovation are often used synonymous. However, it is important to
distinguish these terms as they have different meanings. An invention is usually an outcome of
research and experimentation. It is often a creation of something new and is not a measurable
business value (see Hall and Smith, 2012, p. 5). It usually can be seen as an essential preliminary
of an innovation, which is limited to the process of an idea generation or the initial implemen-
tation of a new idea (see Vahs and Brem, 2013, p. 21).

The term innovation has its roots in the Latin language and comes from the words “novu”=new
and “innovare”=renew (see Horsch, 2003, p. 1). There is a variety of innovation definitions in
the scholarly literature, yet in every definition the characteristics new or renewal products and
processes are mentioned (see Noé, 2013, p. 1; Diedrichs et al., 11/2006, p. 10). The official
definition by the Organization for Economic Co-operation and Development (OECD) is:

“An innovation is the implementation of a new or significantly improved product
(good or service), or process, a new marketing method, or a new organizational
method in business practices, workplace organization or external relations (OECD,
2005, p. 46).”

In other words an innovation is understood as an initial economic implementation
i.e. the priority is the optimization of economic knowledge exploitation. In the long
term this will bring economic success (see Vahs and Brem, 2013, p. 21).

The OECD definition can include several kinds of innovation types. An innovation can be seen
as a product, process, marketing or organizational innovation. The product and process inno-
vation have the same characterizations. Both innovations introduce or significantly improve
different kinds of goods, services, productions or delivery methods. This includes significant
improvements and changes in material components, software, equipment or technical specifi-
cations, etc.. Thus, technological product innovations and technological process innovations
are closely related to the product- and process innovations (see OECD, 2005, pp. 48-49). Mar-
keting and organizational innovations concentrate more on implementing and improving either
marketing or organizational methods, which do not produce or improve various goods or prod-
ucts. A marketing innovation has the characterization through an introduction of a new mar-
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keting method such as product placement, product promotion, design or pricing. Organiza-
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tional innovations include the implementation of new firm’s business practices, improvements
in workplaces or external relations (see OECD, 2005, p. 59 et seqq.).

Moreover important are the three principal kinds of innovations, which are also called innova-
tion grades (see Vahs and Brem, 2013, p. 31). These principals can occur in every innovation
type. The literature distinguishes between the incremental, platform, breakthrough and dis-
ruptive innovation. This differentiation sets the focus on how an innovation can achieve high
consumer value benefit and higher competitive advantage. Nonetheless, the economic risk has
to be taken into account too.’

An incremental innovation does not offer future customer superior benefits. In such case the
demand for organizational products is very low. Nevertheless, an incremental innovation is
necessary for every business organization since it defines the organizations baseline against
competitors. On this account, it can be seen more as a form of maintenance or renovating the
existing products and services with new features (see Koetzier and Kristensen, 2011, p. 3; Noé,
2013, p. 3 et seqq.). Therefore, incremental innovations are often used in IT, businesses, where
business organizations always have to be “one step ahead” of their competitors. These innova-
tions have a relative low economic risk since they are based on approved and existing products,
technology etc. (e.g. High Definition Technology).

The platform innovation delivers future customers higher consumer value. Therefore, a higher
demand for the products or services exists. This kind of innovation drives market growth.
Hence, the prime cause is to increase the innovators market share by addressing the innovation
to customers of different competitors. To create a platform innovation it is vital to have sus-
tainable competitive advantage through existing technology or brand etc. (e.g. Coca Cola Zero)
(see Koetzier and Kristensen, 2011, p. 3; Noé, 2013, p. 3 et seqq.).

Breakthrough or radical innovations are known for their market changing innovations. By de-
livering future customers high value benefits, the innovator can influence a new market for a
certain time. Dominating a new market is accompanied by a high economic risk. New innova-
tions have a risk of failure because they are not approved to the new market. Consequently, it
can be a mistaken investment. Therefore, it is very important to analyze potential development
and marketing risks (e.g. Apple I-Pad) (see Koetzier and Kristensen, 2011, p. 3; Noé, 2013, p. 3
et seqq.).

A disruptive innovation is often a unique business models, product or process etc. that essen-
tially can change the status quo. It can disrupt a market that existed for years. (see David and
Dreischmeier, 2010, p. 3). However, the disruptive innovation has the potential to destroy the
business model or even the entire business organization. Every innovative organization should

7 To receive a better overview of the innovation types see the appendix 1
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have the aim to recognize potential disruptive innovations, so mistaken investments can be
avoided. This is one of the tasks among the innovation management (see Noé, 2013, p. 4).

IT Innovation

Almost every business unit inside a business organization is impacted by Information technol-
ogy. Over the last few years IT has been a driver of endless new possibilities and successful
business innovations. Moving from the merely use within the “back office” into the reach of
every consumer, new product, process and service (see KieRling et al., 2011, p. 1; Orlov, 2005,
p. 2).

Defining IT innovation in a business organization is the creation or adoption of something new
by involving technology so that an organizational value accrues. Using technology in a new way,
an improved collaboration between IT and business goals/strategy can be achieved (see Teo et
al., 2007, p. 211).

The scholarly literature based on Lyytinen and Rose classifies three forms of IT innovations (see
Namchul, 2010, p. 2). The first IT innovation is the system development innovation, which in-
volves changes in the systems development process, such as developing or programming new
tools. The second IT innovation is the service innovation, which is the outcome of a develop-
ment process. An example is an IT service that supports administrative core activities. The third
IT innovation is an IT base innovation which effects business functions or core business pro-
cesses through IT. The IT base innovation contains changes in new software, hardware archi-
tectures and services that are often used for new IT innovations (see Namchul, 2010, p. 2).
Nevertheless, IT innovations can only be implemented, if the promised IT performance and its
high quality are sustainable. Yet, this is still not enough for the IT department to become part
of the organization’s business strategy. It only makes sense, when a contribution through IT can
be expected. Therefore, it is important for the IT to have a wide range of business knowledge,
which includes the industrial development, what potential lies in the organization, who the
competitors are and their strategies. This is where business meets technology (see Prottung,
2008, p. 66).

Innovation Management
After the global economic crisis, business organizations aimed for corporate growth. Therefore,
innovations became an important driver for increasing economic revenue, which can be seen
as a consequence of a successful implementation of innovation (see Kief3ling et al., 2010, p. 2).
A.T. Kearney (2005, p. 16) has shown in previous research that business organizations with pro-
gressive innovation management grow twice as fast as their competitors without innovation
management.
Innovation management can be defined as a successful implementation of new ideas and dis-
coveries. Besides, it covers the introduction of an innovative organizational culture to promote
the development of advanced ideas and new business opportunities (Baier et al., 2005, p. 6).
Furthermore, innovation management not only combines development and improvement of
new products or processes; it also develops the structure of a business organization and defines
4
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internal processes (see Koudal, 2005, p. 2). This means that innovation management includes
all activities within the value process and successful product implementation. Additionally, it is
supported by other organizational processes and functions such as Human resources (HR) Man-
agement or Accounting etc. (see Vahs and Brem, 2013, p. 27).

Successful innovations emerge through systematically preparation, implementation, coordina-
tion and controlling. To improve the organizational innovation culture, necessary fundamentals
have to be created. This furthers the development and realization of innovative ideas. Hence,
innovation management follows these goals so the quality of innovation activities and -pro-
cesses can be increased (Granig and Perusch, 2012, p. 53).

2.2 Role and responsibility of the CIO related to innovation

To receive the maximum of IT business value, the IT has to be managed as economically as
possible. This will ensure the belief that: “IT is a large cost factor without business value” (see
Soh and Markus, 1995, p. 29), which circulated for years, can be disproved. Especially after the
economic crisis, IT management has to constantly look for efficient investment opportunities
before causing a mistaken investment. The IT innovation management in today’s business or-
ganizations is closely associated with the role of the Chief Information Officer (CIO) (see
Hofbauer and Wennmann, 2008, p. 81).

In the last three decades the role of the CIO has changed significantly. Over many years the CIO
has never really been recognized as a member of the executive team. Especially when technol-
ogy was used as a backroom utility, the credibility was very poor (from 1960s-1970s) (see Feeny
et al.,, 1992, p. 441). The technology transformation and a dependence on IT shifted the role of
the Head of IT from an ordinary technology provider to a respected member of the executives,
who deals with operational technology and defining the future strategy (since the mid-1980s).
Through technological transformation many changes in the use of managing IS, including the
types of technologies, the necessary qualifications and skills of users and professionals of IS,
the impacts -intentionally and unintentionally-, and the investment in IT have changed consid-
erably (since 1990s —today) (see Feeny and Ross, 1999, p. 1).2

Since the beginning of the new century, the responsibility of the IT department has been asso-
ciated with more customer orientation. Especially today, products and services are designed
not only as consumables but rather in the expectations and demands of the customers (see
Uebernickel and Brenner, 2013, p. 19). Besides an efficient and effective IT landscape, this re-
quires a radical customer focused organization. Therefore, the role and responsibility of the
ClO has changed from the 1960s. The CIO was a manager of operational and specialist func-
tions-dealing with the development of new systems under a time and budget restrictions or
operating existing systems, and now the CIO is a customer orientated and strategic innovative
leader, who is involved in the entire organizational planning process for new products, pro-
cesses, etc..

& To receive a brief overview of the different CIO competencies and roles from the beginning of 1960 until today
see appendix 2
5
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The CIO plays not only an important role in the idea generation of product development; he
can also contribute added value to the marketing and production department (see Uebernickel
and Brenner, 2013, p. 20). In other words, the knowledge from the production and develop-
ment is combined and complemented with technological competencies from IT. In this context,
besides defining technology and infrastructure standards, the IT department has the task to
develop and provide platforms, where innovation can be created (see Uebernickel and Brenner,
2013, p. 21). The largest conflict for a CIO comes with the combination of current and future
tasks. On the one side he/she has to ensure that the IT department works as expected-, with
its smooth operations, optimized business processes, security and globosity. On the other side
he/she has to make sure that the integration of organization-wide innovation and develop-
ment-processes for new products, services or business models will be realized (see Uebernickel
and Brenner, 2013, p. 22). According to the newest IT trend survey conducted by the IT con-
sulting firm Capgemini (2013, p. 13), CIO’s see themselves more as a business partner and tech-
nical innovator. This supports the opinion that the IT and its CIO’s have changed their roles from
a service provider and business process optimizer to a respective business partner.

2.3 Research design

The present research design consists of two phases. The first phase consists of an explorative
literature search process and a structured search key process based on initial representative
papers.

Phase |
a) Explorative search

Based on Webster and

Watson, 2002, p. 16
—

Backward search

Publications for review

b) Structured Search key’s >
* Innovation Management IS Research
* Innovation engines —> vom Brocke et al., 2009
* [T Innovation Screening
e ITvalue

AlSel, Google Scholar, JSTOR,
Opac, Springer Link

Publications for review

Phase Il
Concept - centric analysis

Based on Webster and

¢ Review and analysis of literature Watson, 2002, p. 16 ff.

Figure 1: Literature search phases
An acknowledged research method and a structured literature search process ensures meth-
odological rigor, which guarantees the validity and credibility of the underlying search process
(vom Brocke, 2009, p. 3). The validity of the search process comprises two approaches in

6
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searching for literature by using keywords and backward or forward searches on the basis of
relevant articles. A backward search means analyzing the references of an article from a previ-
ous keyword search. The forward search is the contrary and requires reviewing additional ref-
erences that have been cited within the article (Webster and Watson, 2002, p. 16). Further-
more, the validity depends on the keywords, database and publications (vom Brocke et al.,
2009, p. 3). Credibility can be created through documenting and presenting the literature
search process as transparently as possible (vom Brocke et al., 2009, p. 1). This gives the reader
the reliability on knowing how and what the author has analyzed his references.

The first used search method was the backward search process based on initial representative
papers. The second used search method was conducted by five explorative search engines,
named AlSel, Google Scholar, JSTOR, Opac (Online library of the Hannover university) and
Springer Link . To have an overview of the complex issue, keywords such as Innovation Man-
agement, Innovation, IT innovation AND IT value were used for all search queries. After receiv-
ing search results the interesting and potential titles where combed and analyzed through read-
ing the abstract, table of content and topic sentences. In some cases high quality papers or
known journals were identified and used. According to the Management Information Systems
(MIS) journal rankings published by the Association for Information Systems (2012) these ref-
erences raise the credibility. However, literature from books, consulting firm brochures or pa-
pers without high valuation were equally considered and used. At the beginning of the re-
search, relevant articles and books were screened, identified and selected. To have a greater
understanding of the topic not only German literature was considered. Especially current
knowledge on innovation management and IT is in English literature more up to date. Other
literatures that were not in German or English (e.g. Chinese, Spanish or Russian) were not con-
sidered at all. After using both methods the literature list was 53 articles and books long.

The second phase consisted of carefully reviewing and analyzing the chosen literature. Inter-
esting and necessary paragraphs were highlighted and noted in a separate table, which con-
tained the structure of the scientific work. After classifying and categorizing the articles the
writing of the paper could begin.

3. Driving Innovation and Business Opportunities through IT

Today’s IT plays a very important role in achieving competitive advantage over current or future
competitors for every business organization. Therefore, the IT must be used as a strategic asset
in order to succeed within the hypercompetitive market. IT departments often face a challenge
in building an infrastructure and the processes that may lead to a competitive advantage (see
Neumann et al., 2010, p. 85). To receive a strategic benefit from IT, business organizations have
to be innovative. However, this can only be achieved, if the IT department creates an IT value
to the entire organization. As mentioned in chapter 2.2, one of the CIO responsibilities is to
educate the organization and external environment in believing that the IT is indispensable in
today’s business.
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3.1 Accenture’s practical approach to create IT business strategy

The management consulting organization Accenture created an approved and known IT strat-
egy development concept, which is used to drive business value for many business organiza-
tions (see Melnicoff et al., 2005, p. 83; Accenture, 2010). In other words, this model provides a
road map to have the most efficient IT governance (Melnicoff et al., 2005, p. 83). IT governance
can be defined as an effective and efficient process where the use of IT can achieve the deter-
mined business goals (Gartner, 2013).

Step 1 Step 2 Step 3 Step 4 Step 5
[BJetfermme Define IT - Define Develop the Develop
Bu5|r|1.ess p Opportunities “To Be” High-level Implementation/
aseline an and Value Business Case Action Plans
IT Current State Context
! v ' v '
“What are the most important opportunities?” ““How should IT move forward?“

Figure 2: Accenture concept for creating an IT value strategy
(Hofbauer and Wennmann, 2008, p. 84).

The concept is divided into five different steps. The entire approach can be divided into two
parts. The first part addresses the question of “What are the most important opportunities?”
The second part concentrates on “How IT should move forward” (see Hofbauer and Wenn-
mann, 2008, p. 84).

In Step 1: Every IT strategy has to be consistent with their internal and external issues. There-
fore, it is necessary to know the organizational goals and values, external environment and
capabilities, etc.. Understanding or predicting these factors is the first step of achieving a suc-
cessful IT strategy. Also, knowing the sources of competitive advantage within the relevant in-
dustry can have a future impact on the added IT value (see Hofbauer and Wennmann, 2008, p.
84). This can be examined through another Accenture model, which discusses the role of IT in
an organization and its potential of business value. The model is based on the organization’s
and industry’s rate of change and the organizational potential of competitive advantage (see
Melnicoff et al., 2005, p. 84).

In Step 2: The most important aspect that has to be addressed is “How the scheduled budget
can be best invested?” An efficient investment strategy must leverage competencies so that
the invested capital can generate a maximum on return (ROIC) for all investors. This leads to
the question: “How- can a defined IT value strategy generate the highest ROIC?” This can be
predicted by using an analysis where the value creation of all investors is compared to the po-
tential IT budget (see Hofbauer and Wennmann, 2008, p. 85).
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In step 3: The activities to reach the “to be” state will be defined. These activities arise as result
from the aforementioned opportunities or business values. An example can be reducing time,
cost or business growth support (see Hofbauer and Wennmann, 2008, p. 85). Furthermore, it
is necessary that the resource requirements (e.g. employee skills) will be defined.

In steps 4+5: The development of the business case and implementation begins. After identify-
ing the value driven opportunities the intended IT strategies have to be prioritized. This will
help the business organization in focusing on the right opportunities. It is important to link the
IT with the business strategy and business case. This creates IT capabilities that will support the
organization in the future (see Hofbauer and Wennmann, 2008, p. 85). To achieve the inten-
tional success, a value realization plan, which supports the ongoing process should be created.
The plan lists important action steps and milestones in relation to the time schedule. Together
with the business case and —strategy the implementation and progress of the IT value strategy
can be managed and controlled more efficient. This is where the CIO can demonstrate the im-
portance of the IT so that the organizational value can be enabled (Hofbauer and Wennmann,
2008, p. 85).

3.2. A theoretical approach to create business value from IT-services

On the basis of the created IT value strategy, the IT department has to prove that it can be a
strategic internal resource to create competitive advantage. Although, the department has es-
tablished itself as an efficient strategic partner, it is still necessary to improve themselves in
regard to its IT-Services (see Neumann et al., 2010, p. 85). Previous studies have shown that
business organizations using IT in combination with organizational individual resources can im-
prove their performance and competitive advantage (see Neumann et al., 2010, p. 89).
According to Neumann et al. (2010, p. 87) this can be achieved by creating internal relevant
competitive resources, which are not available to other business organizations. Such resources
must be strategically valuable, unique and especially not imitable. Resources that have these
characteristics are for specific organizational core processes or individual employee knowledge
(see Neumann et al., 2010, p. 88). However, competitive IT-resources can only arise through
using process-specific IT skills. These skills enable smooth individual solutions and processes
(see Neumann et al., 2010, p. 88). Nevertheless, this strategy cannot maintain a strategic com-
petitive advantage in the long term (see Neumann, et al., 2010, p. 89). To address this issue
Neumann et al. (2010) created an IT-Service reference model that can create an IT business
value by considering the internal IT-governance structures.
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Plan strategic Construct strategic
IT-Resources IT-Resources
Analyze Skill-Map and IT- Skill Management; Servicedesign
development Plan; Source strategies with Benefit Plan

IT Governance-structures;
IT/Business Alignments

Evaluation of used Use strategic
IT-Resources IT-Resources
Benefit evaluation and- reporting Change- and Benefit Management

Figure 3: IT-Service reference model
(Neumann et al., 2010, p. 89)

The reference model consists of four phases and illustrates how the IT can be a strategic service
partner to the business organization. The model is developed to provide an approach, which
establishes the IT into internal business processes.

Plan strategic IT-Resources

The model begins with planning the strategic IT-Resources. As mentioned above the IT depart-
ment generates a competitive advantage by creating valuable resources. Therefore, the first
phase conducts a demand analysis with regard to IT-Services and employee skills (technically
and process specifically). Within this phase it is essential to determine the strategic IT compe-
tencies, so that a decision on using internal resources or even outsource individual resources
can be made (see Neumann et al., 2010, p. 90). To determine the required resources Neumann
et al. (2010, p. 90) suggested the use of two documentation methods. The first documentation
method addresses which internal processes and activitivies can be supported by IT-Services.
The second method lists the existing organizational wide IT skills.

Construct strategic IT-Resources

Based on the determined strategic goals further measures for implementing IT-Resources have
to be defined. Additionally, the IT employees have to raise their IT knowledge and skills to
transform new submitted business process ideas and solutions. This is where the IT can be
acknowledged as a credible consultant and may provide an IT specific solution (see Neumann
et al., 2010, p.91). Furthermore, the phase is characterized by either redeveloping or extending

10



it || Leibniz
Hienlie Innovation Management: How to drive Innovation through IT — A conceptual Model
the IT-Service portfolio. Creating further IT-services require a planned benefit business case
(see Neumann, et al. 2010, p. 91). This case consists of several time-, cost-, business goals, var-
ious scenarios and action plans. To realize the determined benefits further resource develop-
ments with regard to systems, applications and skills have to be identified.

Use strategic resources

The next step of creating an IT value is to ensure that the identified available resources can be
used. According to Neumann et al. (2010, p. 91), IT-based projects do not fail because employ-
ees do not maintain to the predefined deadlines or cost targets, but rather the defined business
goals between the IT and other departments are often unrealistic. Therefore, it is vital to care-
fully plan the above described second phase. Furthermore, it is essential that employees of
other departments are integrated in the planning process. The predefined goals must be spec-
ified through a “Change- and Benefit Management” (Neumann et al., 2010, p. 91). The “Change
Management” is responsible to ensure that the needed skills and process structures can realize
the desired benefits. The “Benefit Management” engages with monitoring the predefined so-
lutions process. Thereby, it is responsible to ensure that all activities are working towards the
determined goals. This can be done by tracking the solution process permanently (see
Neumann et al., 2010, p. 91).

Evaluation of used IT resources

The last phase is characterized by using previously designed prototypes. A prototype is built to
test a concept or process so that a decision on enhancing the design can be made. Thisis where
the end-user has the opportunity to review the IT-Service solution. The next step would be to
evaluate the user’s benefit of the internal IT-Service. This would be realized by questioning the
user and evaluating the key performance indicators. The following findings have to be docu-
mented and provided to all involved employees.

3.3 Davenport’s framework of IT in process innovation

After aligning the IT strategy with the business strategy and creating an organizational IT value,
the focus on how IT can enable and drive innovation or business opportunities can begin. With
regard to Mdller et al. (2012, p. 2), who have analyzed eight process innovation frameworks,
only one framework specifically considers IT an enabler of innovation and as an opportunity to
achieve innovation. Other framework discussions concern the innovation process and the role
of IT but never consider that IT can help to accelerate business process innovations.

The initial framework provides a good understanding of how process innovation can be driven
by IT. Process innovations are essential for all organizational matters. They involve not only in
the manufacturing process of products, but also in planning, coordinating and support pro-
cesses (see Baier et al., 2005, p. 8). Furthermore, process innovations also include improving
organizational functions such as strategic planning and implementation, customer use optimi-

11



EEEE:":-:“ Innovation Management: How to drive Innovation through IT — A conceptual Model
zation, communication processes, capacity planning, etc.. Since defined processes are im-
mensely important for organizational work, process innovations are required to implement
new products, services, etc.. (see Baier et al., 2005, p. 8). Under these requirements, it can be
assumed that process innovations must occur parallel to product or other innovations. There-
fore, Davenport’s framework can be used as a starting point for organizational innovations.

IT as Enabler IT as Implementer
Opportunities Modeling Tools
New Process
Design
Systems &
Constraints Information
Engineering

Figure 4: The role of IT in Process Innovation
(adapted from Davenport, 1993, p. 49).

The framework is composed out of three sections. First, how IT can lead or has an impact on
process innovations (IT as Enabler). Second, how IT can be used to implement process innova-
tions (IT as Implementer) and third, which activities are used while defining or designing new
processes. Furthermore, the section “IT as an enabler” is differentiated in “Opportunities and
Constraints” whereas the section IT as an implementer is differentiated in “Modeling Tools”
and “Systems and Information Engineering”. Each sub element must be considered when de-
signing a new process (New process design) (see Davenport, 1993, p. 50). On the one hand
possibilities (Opportunities and Constraints) can arise when the IT is used as an enabler. On the
other hand the implementation of a new process can be driven by the IT and its (Modeling Tools
or Systems and Information Engineering) (see Miiller et al., 2012, p. 3).

The developed framework often uses the term Information Technology (IT). However, this term
has a different meaning within the framework and can be compared with the term Information
System (IS) since the framework focuses on the interaction between technology, processes and
people. Actually, it illustrates how technology can influence the people that create the pro-
cesses, which lead to innovations (see Miiller et al., 2012, p. 3).

Opportunities: The first thing that has to be considered when dealing with IT enabled process
innovation are the opportunities that come from using technology in a new way to the business
organization or industry (see Davenport, 1993, p. 50). Davenport has characterized four differ-
ent opportunities that come from IT. First and the most common recognized benefit is that IT
facilitates work automation in order to eliminate or reduce human labor. Second, IT provides

possibilities in changing or reducing simultaneously processes in order to achieve process cycle-
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time reductions. Third, IT helps to monitor and track work in progress, shipped goods and arti-
cles, and coordinating activities over a long geographical distance in order to be more efficient
in customer orientation. Fourth, IT enables data collection, knowledge management, and data
analysis and information dissemination (see Davenport, 1993, p. 50 et seqq.; Miiller et al., 2012,
p. 3). More important than just identifying IT opportunities is the understanding of how tech-
nology can be used in the innovation process. Davenport (1993, p. 49) reveals that understand-
ing the technology can improve future design process with regard to time and cost reductions.

Constraints: Although a business organization and its internal process innovations receive op-
portunities through IT, there are a few constraints which influence today’s and future processes
to bear in mind. A “constraint” is considered as a process innovation that is limited by current
IT systems (Mdiller et al., 2012, p. 3). This is often the case when either the current technology
cannot be changed in a short time period or because a change would be too expensive (see
Davenport, 1993, p. 63). An example could be a new process design which arises from an op-
portunity in tracking shipped objectives or goods. This can be constraining if a current IT system
does not have the required features. As a result this could lead to a lack of communication
between the supplier and the customer. Some IT systems only provide a limited number of
components which constrain organizational work processes (see Miiller et al., 2012, p. 3).

Modeling Tools are used to facilitate the “New process design”. An often used tool is the Busi-
ness Process Management System (BPMS) that provides software engineers, systems architects
and business analysts an architecture to transform unintelligible applications supported by pro-
cesses into a user friendly environment (Mller et al., 2012, p. 3). Another well-known modeling
tool is the Enterprise Resource Planning (ERP) system. This system connects organizational de-
partments through a central data base. Therefore, the data is saved in-house and is available
for every authorized person. The ERP system can be used as a modeling tool, so that it can be
modified to accommodate current or future process innovations. When implementing a new
process innovation the modeling tools become the most important part. Basically they are the
technologies (software and programming language) that establish the process innovation (see
Mdller et al., 2012, p. 3).

Systems and Information Engineering: The term “System and Information Engineering” implies
the process of transforming a process concept design into a design that is implemented by
means of “Modeling Tools”. This can be done by transforming a workflow diagram into a data
flow diagram (see Miiller et al., 2012, p. 3). However, the transformation can also be accom-
plished by using “Modeling Tools”. Thus, the differentiation between “Modeling Tools” and
“Systems Information Engineering” can be unclear because some tools or systems feature both
purposes. Especially a BPMS can define and implement a new process design. An example for
a “Systems and Information Engineering” is the creation of a prototype, unified modeling lan-
guage (UML) diagram or entity relationship (ER) diagram (Mduller et al., 2012, p. 3 et seqq.).
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New process design: Besides the before explained “Opportunities”, “Constraints”, etc. the de-
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sign and implementation of the innovation process has to be considered as well. According to
Davenport (1993, p. 154), a “New process design” is the implementation of a new process in-
cluding all requisite steps to a new organizational structure which has new designed systems
to work in a new way. However, it is important to consider that the design depends on the
activity of the designing group. To have an ideal balance the team members must be creative
and innovative with process solutions and knowledgeable with the implementation process
(Davenport, 1993, p. 153). The key activities within the “New process design” are Brainstorming
and prototyping different process designs. The prototyping in the “Systems and Information
Engineering” has a different meaning then the prototyping in the “New process design”. Creat-
ing a new prototype within the “Systems and Information Engineering” field refers to develop-
ing for example new software products, whereas prototyping a “New process” considers the
design of possible new processes (see Miiller et al., 2012, 4).

3.3 Intel’s innovation center and tools

The following practical approach, describes how the business organization Intel Cooperation
used their IT capabilities to receive significant benefits from IT innovation (see Curley and
Westerman, 2008, p. 33). More specifically, they created an innovation center to achieve their
innovation goals.

After Intel’s IT department created a value to the business organization the next step for being
completely accepted as a source of important ideas and leaders of organizational change was
to provide and improve their innovation capabilities (see Curley and Westerman, 2008, p. 33 et
seqq.). Therefore, they built an innovation center, where all IT innovation activities would take
place. The center brings people, ideas and technologies together so a cross-organizational cul-
ture can exist (Goldman, 2013). Furthermore, they implemented an innovation process enabled
through IT tools and an infrastructure that improved Intel’s innovation capability and culture,
which will be described below.

The innovation pipeline process
Intel implemented an innovation process that consists out of 6 dimensions.

Dimension 1 Dimension 2 Dimension 3 Dimension 4 Dimension 5 Dimension 6

Customer
- . Busi X .
VIS.IZn crfgzpsrtumty IT enabled ) L:Zl:ee:: Organizational adoption, which
identitied by an solution Business case p change may lead to
employee or customer change customer or
social change

Figure 5: Intel’s innovation pipeline process

(own representation based on Curley and Westerman, 2008, p. 40).
The innovation process begins with an opportunity from a particular problem that can be iden-
tified by someone who believes that the IT can solve the problem. However, the vision usually
evolves over time from the identified problem after having a vision that an IT enabled solution
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has to be delivered (see Curley and Westerman, 2008, p. 40). The main goal of the solution
delivery is to provide time and cost efficient deployment to support the innovative process.
Depending on the business organization either the hard and software can be produced inter-
nally or it has to be purchased from an external provider (see Curley, 2004, p. 157).

The next step is to capture the vision and intended IT solution into a business case, which plans
the innovation launch, adaptation and anticipated generated returns (see Curley and
Westerman, 2008, p. 40).

Within the last three dimensions problems and changes can occur more easily when creating
an IT innovation. Especially the business process change is usually part of an IT innovation,
which often requires organizational change. This can be a change in an employee’s behavior,
new roles or even a new organizational structure. The most important dimension is at the end
of the innovation process, where the adaption success will be measured. Today’s IT enabled
innovations have many societal and customer impacts. Therefore, the society’s ability in ac-
cepting the IT innovation can influence the success. If this is the case, the business organization
has to make sure that it implements a mechanism to facilitate customer or social change (see
Curley and Westerman, 2008, p. 40).

Innovation pipeline process enabler

The process described above is enabled by a set of tools and methods that are used by the IT
department to drive innovation. According to Curley and Westerman (2008, p. 40) the most
important ones are the Innovation Engine, the Innovation pipeline yield process, the IT Innova-
tion Zone, Innovation assignments and IT concept cars.

The innovation Engine is an online platform which gives creative employees the opportunity to
suggest their ideas for solving a business problem. The platform is accessible to all employees
and enables everyone to capture his/her ideas so that a useable idea can address key business
opportunities. The innovation engine offers another feature by supporting the “Technology
Strategic Long Range Planning (TSLRP)” process (see Curley and Westerman, 2008, p. 41). This
feature is used to submit ideas that do not particularly address a problem. More specifically, it
captures ideas of potential disruptive technologies and opportunities. The process selects sub-
mitted ideas that should be more focused on. This improves the quality because all ideas are
considered equally and can be enhanced by all employees (see Curley and Westerman, 2008,
p. 41).

The Innovation pipeline yield process is used to identify which creative ideas can actually be
realized and addresses the customer expectations. Intel recognized that there were many ideas
which could lead to a yield output (see Curley and Westerman, 2008, p. 41).

At the beginning of the innovation pipeline yield process the ideas are collected and evaluated.
The evaluation is used to verify if the suggested idea offers a future value. The next step would
be determining if there is any available technology to transform the idea into an output. If this
is the case then the potential technology would be evaluated and a concept could be written.
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Should the technology not meet the innovation needs then the innovation process is premature
ended. After finishing the concept a team proves it and begins to develop a prototype. If the
results are promising the project can begin (see Goldman, 2013). According to Intel’s Chief
Technology Officer Goldman (2013) the yield targets will rise through the process. They expect
low yield in the research phase and a very high yield in the transformation phase (see Goldman,
2013). The output of the process can be distinguished in various outcomes. For example the IT
product lifecycle adoption influences the IT infrastructure or adds value to a future product.
Another example is the rapid adoption, where a solution does not have to pass the usual IT
product lifecycle; instead it can be quickly deployed (Curley and Westerman, 2008, pp. 41-42).

The IT innovation Zone is a separate room within the innovation center. The zone is often used
to exchange ideas and prototypes. As a consequence, Intel attaches great importance to com-
municate all ideas so that the value of innovations rises when they are spread and adopted (see
Curley and Westerman, 2008, p. 41).

The Innovation assignment gives motivated employees the opportunity to exclusively concen-
trate on an innovation idea so that it may be realized. Therefore, Intel’s IT department devel-
oped a process that supports a fixed time assignment where the employee is released from his
daily duties within the innovation center (see Curley and Westerman, 2008, p. 41).

The IT “concept cars” enables employees and end users to validate the IT concepts together.
This helps the innovator to receive direct customer’s reaction so that either the innovation can
be built or adjusted to customer needs (see Curley and Westerman, 2008, p. 41).

4. The organizational IT Business Innovation Model

Today’s business organizations create their value from optimizing their vertical business level
(e.g. improving Research and Design, Marketing or Sales etc.). Of course this will be important
for future competitive advantage; however it will get a lot harder to differentiate the organiza-
tional activities from others (example the innovation I-Pad and its imitations). For the future it
is essential that organizations increase their competitive advantage along the horizontal level
by optimizing their supply chain or market research. This can be achieved by concentrating on
the IT’s strengths (see David and Dreischmeier, 2010, p. 3).

The following organizational theoretical model describes how the IT department can contribute
to drive innovation and business opportunities by operating a centralized IT Business Innova-
tion Center (IT-BIC). Based on the theoretical and practical concepts described in chapter 3 the
model combines these concepts and describes further relations between the IT and the busi-
ness organization. The combined models were further extended based on the reviewed litera-
ture. The resulting extended framework for driving innovation and business opportunities from
IT (Figure 7) was elaborated from the business organization perspective.

Business organization (board of directors and other departments)

!

IT department "

‘ ‘ ¢ Competitive advantage
e Pracediire innavation nrocecc . N . e (Credibilitv
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Figure 6: The organizational IT Business Innovation Model

Combining the concepts lead to recognition of four attributes that are in interrelation with the
IT-BIC.

Impact and Business value
Organizational Change
Information Technology

YV V V V

Innovation Process

Therefore, the model depicts how the innovation center can influence an “Organizational
Change” and the “Innovation Process”. Furthermore, the IT business innovation center creates
an “Impact and Business value” by using their “Information Technology capabilities.

4.1 IT Business Innovation Center

The core element of the model is the IT Business Innovation Center, which belongs to the IT
department. The center is used to provide a platform where business and IT representatives
can work together on innovation projects. Therefore, the IT-BIC’s core task is to manage the
entire innovation activities.

To achieve the highest return on innovation research, all team members must work full time.
The innovation team should be managed by a head of innovation, who directly reports to the
ClO, who can then communicate all activities to the board of directors (see Kiel3ling,, 2011, p.
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7; David and Dreischmeier, 2010, p. 3). The head of IT innovation must ensure that the innova-
tion process is aligned with the organizational strategy and capabilities (see Alonso et al., 2010,
p.531). The members should have impressive knowledge on technology and core business. This
will give the innovation center flexibility in changing the strategy quickly while working on pro-
jects.

The core tasks of the innovation center are coordinate the innovation process, communicate
the process to the business organization, evaluate the developed innovation and optimize the
process status quo. Furthermore, the innovation center is responsible for all innovation activi-
ties. It is essential that the core strategy of the IT department and the IT-BIC is aligned to the
organizational strategy including with the board of directors. The main goal of the innovation
center is to achieve a business value by creating competitive advantage. According to KieRling
(2011, p. 7) this can be achieved by creating and maintaining an IT innovation portfolio.
Besides the full time team members, employees from other departments are essential for de-
veloping an innovation. Every important department (e.g. research and development, produc-
tion, marketing, etc.) should contribute to the innovation center (Kielling et al., 2011, p. 7). As
mentioned in chapter 3.4 this can be realized by introducing a platform, where motivated em-
ployees can submit their ideas and problem solutions. Furthermore, the communication of the
IT strategy and current activities can be driven more easily.

4.2 Identified Attributes

4.2.1 Impact and Business value

The IT-BIC can achieve a business value and impact by concentrating on the core innovation
tasks. A major advantage of the IT-BIC is that all team members come from different depart-
ments and are equally involved in the innovation process. Through the high involvement an
agile and flexible innovation management can emerge. Since the IT-BIC is responsible for a
structured innovation management, the entire innovation process can specifically be con-
trolled. This guarantees an efficient performance from the beginning of the process (idea gen-
eration) until the final implementation. Another impact can be generated through aligning the
organizational strategy to the IT-BIC strategy. This can lead to a competitive advantage and cost
reduction because all operations are coordinated and work in the same direction. Furthermore,
this also precisely leads to a risk minimization, since the product-, process innovation etc. is
integrated early into the business organization strategy. As the IT-BIC members can concen-
trate and commit themselves mostly to innovative topics, this implies that only innovations will
be implemented, which have a business relevance to the entire organization.

4.2.2 Organizational Change

Establishing an IT-BIC will lead to a cultural change. On the one side the IT department receives
a new sight and on the other side the entire business organizations becomes more open to
innovation (see Curley and Westerman, 2008, p. 42). According to Curley and Westerman
(2008, p. 42) promoting and improving the organizational culture and IT’s importance requires
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a lot of work. Furthermore, the IT department and cultural improvements must have consistent
support from the board of directors. The goal of the entire business organization should be:
making innovation a daily matter for every employee. To improve the innovative thinking
various measures can be implemented. An example can be an online questionaire where
employees have to assess the innovation potentials so that they understand and may diagnose
innovation capabilities. Another measure can be an innovation training course that teaches all
participants the correct innovation management and the use of the innovation tools (see Curley
and Westerman, 2008, p. 43).

Implementing new innovation tools may lead to a change of role definitions and permissions.
This can lead to a new alignment of internal business processes since some of the desired pro-
cesses are not consistent with the needed roles or permissions. In addition, an IT-BIC will quite
possibly lead to further changes in the business structure, and some departments will have to
work more closely (e.g. R&D and IT). Instead of isolating research from IT, it is necessary that
the IT is involved in the experimentation and research processes, thus the IT can provide tech-
nology to prototype and simulate (see Orlov, 2005, p. 8). Furthermore, a new innovation can
change the entire business model (e.g. Apple and its I-Pod innovation) (see Amit and Christoph
, 2010, p. 4). The new business model involves the designing of a new activity system, which
relies on new intern and extern processes such as recombining the existing resources of an
organization and its partners (see Amit and Christoph , 2010, p. 1).

4.2.3 Information Technology Capabilities

A new innovation may not come from the IT department, but it’s about using the existing tech-
nology. Therefore, many business organizations cannot design or introduce a new process,
product or service without using technology (see Cameron, 2008, p. 3). As described in chapter
3.3 the IT capabilities can be used as an innovation enabler or implementer. IT’s core compe-
tences greatly impact the business opportunity, boosting the value of the business organiza-
tion. Orlov (2005, p. 4) identified six IT competences that add value when engaging with
business innovation.

Table 1: IT’s competences engaging with business innovation (adapted from Orlov, 2005, p. 4)

IT competences How they can be used

Problem solving The IT can identify technical and organizational problems and
then develop solutions to address these problems.

Business process knowledge | The IT can develop applications that meet business process
demands. This provides all stages, connections and implica-
tions of the processes.

Technology knowledge The IT’s technology knowledge can accelerate the recogni-
tion of business problems so these complications can be

solved through technology solutions.
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Data protection The IT’s permanent interaction with data leads to the respon-
sibility to effectively manage and ensure integrity.

Process platform ownership | The IT’s own application development ensures a reconfigura-
tion of all processes that boosts flexibility.

Collaboration enabler The IT can maintain web based applications that provide for
all employees possibilities to submit new ideas and problem
solutions.

More specifically one of the IT’s competences (collaboration enabler) can be used to establish
a collaborative platform where ideas can be collected and may be approved for implementa-
tion. Furthermore, the IT should provide a new process creation infrastructure, where employ-
ees can improve existing or new products, processes etc. by using a simulation and process
modeling tool. But this can only be done if the organizational data assets are safely secured. To
achieve a competitive advantage all sensible organizational information must stay company
secret. One of the biggest challenges is that the IT has to create a technology that business
users can use to drive organizational innovations without depending on IT (see Orlov, 2005, p.
10). Furthermore, the IT capabilities are essential for business interactions with external part-
ners. Especially when new clients and other business partners request new solutions IT person-
nel are always involved from the beginning. They can suggest “transformational solutions” and
educate clients about potential benefits (see Teo et al., 2007, p. 220).

4.2.4 Innovation Process and Strategy

Since every business organization has different priorities, goals and challenges it is presumable
that each innovation process and strategy is different. Therefore, it is difficult to adopt a suc-
cessful process from another business because different circumstances exist (see Barth, 2013).
These circumstances can be cultural and financial issues or economic and technological changes
within or outside the business organization. However, several established innovation processes
(Thom, 1980; Utterback 1971; Damanpour, 1991) consist of three broad activities “Idea gener-
ation and Initiation”, “Problem Solving and Development” and “Implementation and Measure-
ment” (see Corsten, 2006, p. 34; Tarafdar and Gordon, 2005, p. 3). All frameworks are more or
less idealized processes, whereas in reality most of the activities take place at the same time.
This is because sub processes like non-linear time lapses and numerous cross-linkages with the
innovation processes of customers and suppliers exist (Vahs and Brem, 2013, p. 236).

The first activity comprises the decision on the part of the organization to adopt an idea (see
Tarafdar and Gordon, 2005, p. 3). This can be supported by using an online idea management
system, which is used to gather and test all potential ideas. The ideas should be tested with
clients, researchers, financiers. Furthermore, the viability of proposed technologies should be
tested so future impacts may be measured (see Alonso et al., 2010, p. 531). It is important that
the IT-BIC does not lose their focus on unsuccessful ideas. These should be electronically stored,
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so when the technology becomes mature it may be able to transform the submitted idea (see
Alonso et al., 2010, p. 531).

The second activity involves the design and development of the chosen most valuable idea.
These activities are fast moving and the most important of the entire process. This is where
new information on competitors, customers and existing knowledge is acquired, which can be
received through electronically research systems. (Tarafdar and Gordon, 2005, p. 3). Choosing
ideas from an online system requires communication of the selected idea to the entire business
organization. This is necessary to generate an innovative cultural change. The idea transfor-
mation should be developed through a range of technology resources in collaboration with
members of the IT-BIC. The team can begin to design a prototype technology, which should be
optimized through a target performance analysis.

The third activity concentrates on the implementation and commercialization of the designed
and chosen innovation. However, it is important to remember that some innovations have a
high risk of not being approved to the new market. Therefore, it is necessary to always be open
for new ideas. Furthermore, organizations with a great record of innovation constantly create
prototypes, including web based content to demonstrate feasibility (see Alonso et al., 2010, p.
532). This creates credibility towards customers, which may increase their confidence in organ-
izational products or services. Throughout the entire process a measurement analysis should
take place. After setting milestones it is very important that a cost-benefit assessment is un-
dertaken. Thus, it is the responsibility of the IT-BIC in cooperation with the CIO to measure if
the determined milestones are reached. If this is not the case, then it is up to those responsible
to decide whether to carry on with the process or not.

5. Discussion, Limitations and Recommendations

In order to construct an IT innovation management model, which describes how IT depart-
ments can support organizational innovations, Intel’s innovation center was extended and or-
ganizational relationships were identified. The model described in great detail that operating
an IT-business innovation center requires IT capabilities, an organizational innovation culture
and an adjusted innovation process. Therefore, the IT department is able to create an IT value
to the entire business organization by not only addressing their line tasks, for instance giving
support with business processes, implementing standard software or operating data centers
and networks, but rather by implementing a successful innovation which can generate higher
revenues. According to an A.T. Kearney technological innovation study, 47% of IT innovators
believe that the IT department is the significant driver in generating revenues (see Eul et al.,
2012). More specifically, 20% of respondents report that IT innovation is a major revenue
driver. Furthermore, IT innovators understand the importance in investing in innovations and
designing an innovative culture that encourages and manages new ideas (Eul et al., 2012).
Therefore, it is necessary that the entire business organizations believes in the value of the IT
department. As mentioned earlier, the IT department has several opportunities in engaging
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with innovation topics. The department can support these topics by providing either technol-
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ogy to drive the innovation process or they can use their capabilities to transform innovative
ideas. The aforementioned online innovation platform provides an integrated database with
needed information for every employee. This raises the information and knowledge exchange
and enables a simultaneous work progress. The provided technology also allows individuals to
communicate all ideas and information’s both internally and externally with small circum-
stances. Using technology as an implementer enables a lot of opportunities. Nearly every pro-
duction and implementation process is supported by the employment of technology. Nowa-
days, the majority of processes are automatized through diverse IS. It is possible to create or
transform nearly every business idea through technology. However, technology is not only used
for transforming an idea; it can also optimize a process. An example is when Procter and Gam-
ble were seeking to implement a new product, they not only used their technological capabili-
ties to build the product, they even had possibilities to virtualize and simulate shortened engi-
neering processes by minimizing the laboratory time and improving their product placement in
stores (see Orlov, 2005, p. 7).

Furthermore, implementing an organizational IT Business innovation center requires several
organizational preconditions. First, an important requirement for accomplishing an IT innova-
tion management is that the IT innovation culture has to be taken over, accepted and commu-
nicated by the entire business organization. Therefore, it is essential that all employees must
participate either in creating new ideas and solutions or transforming the idea through the in-
novation process. Second, it is vital that at least one employee takes over the coordination
responsibilities within the IT-BIC. His/her job is to support the CIO and his/her innovation man-
agement tasks. Furthermore, it is necessary that other employees from other departments en-
gage with the innovation process. Of course this will not always be easy while human resources
are often minimized. Third, having support and trust from the board of directors is a fundamen-
tal requirement for a successful innovation management. The CIO and other executives and
business partners must believe in the IT innovation abilities because they permit and provide
funding’s which create new innovation possibilities. Fourth, IT innovation budget must be avail-
able for future innovation processes. Kiellling et al. (2011, p. 9) suggest that a “partnership

III

based financial model” between the IT innovation management and business department
should exist. This would support the sharing of responsibilities, which assures the concentration
on innovations that actually generate business value. Fifth, using IT resources to drive innova-
tion requires creative and effective IT employee’s knowledge. IT tools and methods can only
support an innovation process to a certain stage. Therefore, it is vital that IT employees raise
their innovation skills to support innovation processes. This would be another great oppor-

tunity to demonstrate the IT’s ability in being a credible internal consultant.

The described innovation management model is very generic. Therefore, the first limitation
refers to the analysis of only one business organization (Intel Inc.). To have a greater under-
standing it would be appropriate to review further business organizations and their innovative

22



EEEEi:fat Innovation Management: How to drive Innovation through IT — A conceptual Model
culture. According to a Boston and Consulting survey Apple and Google are the world’s most
innovative business organizations, whereas Intel is “only” ranked as 19% place (see Taylor et al.,
2012, p. 5). It would be interesting to review how Apple or Google use their IT resources to
drive innovation. For example Google’s innovation management is based on their employee’s
ideas. Google uses an innovation management tool called Google Moderator, where ideas can
be suggested, discussed and voted for (Forbes, 2013).

The second limitation deals with the possibility of implementing such an IT business innovation
center. As Intel is a large business organization with approximately 100.000 employees and $54
Billion annual revenues (2012), it has way more opportunities in implementing such an innova-
tion center. If such an IT innovation center is possible for small or medium sized businesses
cannot be verified through the organizational IT-BIC model. However, it can be assumed that
certain adjustments have to be realized when implementing such an innovation center.

The third limitation deals with the lack of literature. Although we used several search engines
not many credible references that discuss the IT innovation management topic were found.
According to KieBling et al. (2012, p. 3) the research field of IT innovation management is very
young. Therefore, the IT innovation research lacks of consistent and approved approaches.
Some relevant practical approaches were found but only address how IT should be managed to
use it for business innovation. Unfortunately we could not find one credible reference model
which discussed the IT innovation management topic. Therefore, we used the Intel’s practical
approach and tried to identify the organizational relationships to such an IT innovation center.

In order to design an integrated IT innovation management model, further research must be
conducted. The extended IT innovation center and its organizational relationships can be used
for further research. With regard to organizational relationships, further business organizations
can be examined so a best practice may be identified. The best practice could identify how the
organizational strategy should be aligned to the IT’s innovation strategy. Further examinations
on the use of IT resources in an innovation process could be made. As the organizational culture
plays an important role in the management of innovations this could be another research issue.
Because the IT Business Innovation model conducts no quantitative research, there could be a
need for addressing the benefits empirically of such a model. Intel’s innovation center in-
creased the demand of their products, external recognition and their substantial business
value. According to Curley and Westerman (2008, p. 45) Intel’s innovation center delivered 40%
of the annual revenues and an overall return on investment of more than 350%. Therefore, it
would be useful to analyze which outcome can be achieved by implementing such a model in
other business organizations.

In addition to the organizational relationships, other relationships should be considered. These
could include for example a specific relationship of external partners. The above described
model focuses more on internal relationships; therefore it would be interesting to research
how an IT innovation center can collaborate with the industry. Intel uses their partnerships with
other business organizations (e.g. Microsoft, SAP, Google etc.) to establish an Innovation value
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institute. There they can investigate on new ideas and disseminate frameworks and tools for
managing IT innovations (see Curley and Westerman, 2008, p. 44).

Based on the organizational IT-BIC, business organizations and their IT departments can use
this model as a foundation. The model offers an overview of how the IT-BIC can be imple-
mented in the business organization. Although, every business organization will have different
circumstances through their environment and strategic orientation the model illustrates which
organizational relationships may influence the IT-BIC. However, it is necessary that the IT de-
partment is accepted as a strategic needed asset that is able to accelerate innovation topics.

In today’s economy more and more business organizations already use innovation centers in
collaboration with their R&D. Microsoft for example has more than 80 innovation centers
worldwide. They collaborate with local governments, academic institutions or other industry
organizations etc. (Microsoft, 2010). Therefore, implementing such an IT-BIC model should con-
sider collaborations with academic institution etc. According to Andersen et al. (2013, p. 4)
business organizations that collaborate with universities have successful experiences. Espe-
cially the co-creation and an exchange of knowledge is a benefit for both sides. The created
new knowledge may identify new opportunities in solving or optimizing sophisticated business
challenges. Furthermore, the created knowledge can be used to develop new products or pro-
cesses. However, Andersen et al. (2013, p. 11) identified that Small and Medium Enterprises
(SMEs) had difficulties in using such a collaboration concept compared to large business organ-
izations. Thus, it would not only be essential that the above described IT-BIC is adjusted to
SME’s moreover an incentive has to be created for all SMEs to engage in such collaboration.

6. Conclusion and Outlook

With the beginning of a review of innovation management research in IS domain, this paper
focuses on innovation management and how to drive innovation through IT. First of all, we
described a practical approach, which supports the creation of an IT strategy process with re-
gard to the business value. Based on the aligned IT strategy we presented a theoretical ap-
proach which describes how the IT department can engage in business processes and creates
an IT value to the entire business organization. The IT value is an important pre-condition for
being accepted as a source to drive innovation. Either the IT can be used as an enabler or im-
plementer to create new products, processes or services etc. Within design oriented research,
we developed an IT Business Innovation Center model, which referenced the Intel innovation
center. The model describes how the IT innovation center should be positioned in the IT de-
partment. Furthermore, we identified four attributes which are in a close relationship to the IT-
BIC.

In conclusion the IT department can support and drive innovations by using their capabilities.
They can contribute by creating a flexibility of technology, promoting their technology resource
and encourage all employees to engage in the innovation thinking. Therefore, the IT has to be
accepted as a reliable partner. More important is that successful innovations can only occur if
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the organizational strategy and especially the culture are aligned to the innovation purposes.
Furthermore, the business organization has to ensure that one of the core activities is IT inno-
vation.

Innovation Management: How to drive Innovation through IT — A conceptual Model

Today’s innovation management trend goes more and more towards open innovation. Open
innovation means “looking outside” for innovative ideas and collaborating with external part-
ners including customers and inventors. Future research can address how IT can facilitate in
open innovation processes. Especially the different strategies between the innovation partners
may become a difficulty. Therefore, it can be analyzed in what way the IT can enhance the trust,
knowledge sharing and coordination among diverse partners (see Nambisan, 2013, p. 220).
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Appendix 1: Competitive innovation matrix
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Appendix 2: CIO’s IT competencies matrix
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Innovative Era

Web Based Era
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