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Abstract  

This research examines the relationship between innovation project portfolio 

management (IPPM) capabilities and competitive advantage. Innovation projects – or 

projects for the development of new products – are of escalating importance in an 

increasingly competitive, globalised and deregulated environment characterised by 

shortening product lifecycles and dynamic markets. IPPM capabilities aim to improve 

the success rates for product innovation activities by providing a holistic and responsive 

decision-making environment to maximise the long-term value of innovation 

investments across the portfolio of innovation projects. This research takes a wide view 

and investigates the overall organisational capability for the management of the 

innovation project portfolio. 

Successful product innovation is no longer primarily a concern of manufacturing-based 

industries – product development in service industries is a growing endeavour in an 

increasingly important industry. Therefore this research includes service product 

development environments and is the first to extend beyond the traditional 

manufacturing industry base for IPPM research. This is also the first study to investigate 

IPPM capabilities in Australia.  

A pragmatic perspective guides a two-phase study encompassing a quantitative survey 

and a qualitative multiple-case study, the combination of methods providing a deeper 

level of understanding than could be achieved by either method alone. Findings support 

prior IPPM studies and suggest a positive relationship between structured IPPM 

capabilities and improved new product outcomes. The research highlights similarities 

and differences between service and manufacturing environments, and suggests future 

challenges will result from the increasing blurring of the boundaries between service 

and manufacturing industries. This research adopts a ‘dynamic capabilities’ perspective 

and draws on organisational learning theory to investigate the path-dependent nature of 

IPPM capability development. It adds to the understanding of how IPPM capabilities 

work with the resource base and contribute to competitive advantage. The findings of 

the research are presented in a maturity model and several conceptual models, and areas 

for future research are identified. 
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Glossary 

 

Ambidexterity 

The ability of an organisations to perform both exploitation and exploration 

activities and to balance these types of activities effectively. 

 

Capabilities 

A specific type of organisational resource that enables the organisation to deploy 

other resources to perform activities that result in desired outcomes. 

 

Competitive advantage 

Competitive advantage is achieved through a capability to gain better returns than 

competitors (such as from investments in innovation projects) - creating more 

value than competitors are able to achieve.  

 

Dynamic capability  

A particular type of organisational capability that enables organisations to be 

responsive to the dynamic environment and is a source of sustainable competitive 

advantage through its ability to effectively deploy, integrate and build other 

organisational capabilities and resources in dynamic environments.  

 

Effective IPPM capability 

An IPPM capability that leads to improved product portfolio outcome (PPO) 

measures. 

  

Establishment mode (of IPPM capability development) 

The establishment mode is defined in this thesis as the type of capability 

development that occurs when an organisation explicitly recognises the need to 

acquire or re-design an IPPM capability and engages deliberate actions towards 

this end. Strong establishment activity often signifies the initial introduction of 

the capability to the organisation; however, it can also signify a major change in 

the capability that involves a rebuilding or replacement of the main elements of 

the capability. 

 

Evolution mode (of IPPM capability development) 

The evolution mode is defined in this thesis as the type of capability development 

that involves adjustments and improvements within an existing IPPM capability 

framework. The ‘evolution mode’ may involve unintentional capability evolution, 

or purposeful evolution where the capability is monitored, evaluated, modified 

and adjusted as required.  



 xx 

Experience accumulation 

Tacit learning mechanism where experiences drive learning, often through trial 

and error. 

 

Exploitation trap 

See ‘Success trap’. 

 

Exploitation / Exploitation projects 

Exploitation processes use existing resources and processes. Exploitation projects 

are generally short-term projects that develop incremental changes to products. 

Exploitation projects are relatively low risk projects.  

 

Exploration / Exploration projects 

Exploration processes involve extending beyond established capabilities and 

developing new capabilities and processes to perform unfamiliar tasks. 

Exploration projects are generally long-term projects that develop radical or 

breakthrough innovation. Exploration projects are generally high risk, have lower 

levels of success than exploitation projects, but have the potential to gain high 

returns. 

 

Industry type 

Organisations are classified into two industry types for this research – either 

‘service-based’ or ‘manufacturing-based’ industry types.  

 

Innovation project 

Projects for the development of any type of new product. These can be new 

manufactured products, new service products or new products that comprise a 

combination of manufactured and service elements. 

 

Innovation project portfolio 

An innovation project portfolio is defined in this thesis as a collection of 

innovation projects that are managed centrally to meet strategic business 

objectives. 

 

IPPM capability 

An IPPM capability is defined in this thesis as the overall organisational ability to 

manage the innovation project portfolio and maximise its contribution to the 

success of the organisation. The IPPM capability includes IPPM processes as well 

as organisational factors that contribute to the IPPM capability. 
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IPPM process 

The policies, practices, activities, procedures, methods and tools that managers 

use for ongoing resource allocation and reallocation among a portfolio of 

innovation projects to maximise the contribution of projects to the overall welfare 

and success of the enterprise. 

 

Knowledge articulation 

Explicit learning mechanism where learning is enhanced by articulation activities 

such as meetings, discussions, seminars and training or educational sessions. 

 

Knowledge codification 

Explicit learning mechanism where learning is codified through documentation 

activities or through development of information capture and codification 

procedures.  

 

Manufactured product   

Manufactured products or physical goods that are primarily presented to 

customers in a tangible form. 

 

Manufacturing-based organisation, manufacturing organisation, manufacturing 

industry 

An organisation or industry that is primarily concerned with the development and 

delivery of manufactured products. 

 

New product performance (NPP) 

 The performance of new products in the market, through measures such as profit, 

market share or success rates.  

 

Product 

Any developed offering that is available to customers. This includes both 

manufactured (or tangible) products and service-based (intangible) products, or 

products that include both tangible and intangible components. 

 

Product portfolio outcome (PPO) 

Product portfolio outcomes (PPO) are defined in this thesis as the product-based 

outcomes from the innovation project portfolio. PPO measures indicate the level 

of success of the new products resulting from the innovation portfolio. PPO 

measures include individual and portfolio-level measures of project success. Most 

PPO measures are based on meeting financial, market or technical objectives. 

Three types of PPO measures are included in this study: measures of performance 

on IPPM goals, measures of the effectiveness of the resulting products in 
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exploiting market or technology-based opportunities (OPP measures), and 

measures of new product performance (NPP measures) in the market.  

 

Service product or ‘service’ 

Products that are service offerings, or services that consumers can purchase. 

Services are defined by intangibility and simultaneity of production and 

consumption. 

 

Service-based organisation, service organisation, service industry 

An organisation or industry that is primarily concerned with the development and 

delivery of service products. 

 

Stage-Gate process 

Product development or project management process with defined stages and 

decision points (or gates) between the stages (as shown in Figure 2-3). 

 

Success factors (for NPD or IPPM capabilities) 

The factors that are associated with the development of successful products or 

portfolios of products. 

 

Success trap 

The ‘success trap’ is a situation where exploitation project success leads to an 

imbalance in the project portfolio, with too many exploitation projects and too 

few exploration projects. The imbalance is caused by an unintentional evolution 

of decision-making processes due to the fact that decisions to allocate resources 

to exploitation projects provide more frequent and rapid positive feedback to 

decision-makers than decisions to allocate resources to exploration projects. As a 

result, decision-making tends to favour short-term, incremental or low-risk 

‘exploitation’ projects, at the expense of the more radical, breakthrough longer-

term ‘exploration’ projects. 

 

Sustainable competitive advantage 

Competitive advantage that is enduring (long-lasting) and is not copied by 

competitors or rendered obsolete.  
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