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The literature on project management generally assumes an increasing use of projects in all kind of organizations
and industries. Although the prevalence of projects in many organizations seems to be evident, no quantification of
the degree of projectification on the micro-level of companies but also on the macro-level of the entire economy
exist. The quantitative dimension of projectification is complemented by a more qualitative dimension: The use of
projects is supposed to make organizations less rigid, more flexible and more innovative.

In my talk | will provide empirical evidence for both, the qualitative and the quantitative dimension of
projectification. In the first part, | present the results of a study that, for the very first time, tried to measure
projectification on the level of individual organizations, the level of industries, and the level of the entire economy.
This study was originally carried out in Germany and more recently replicated in Norway which allows for a
comparison of the two countries. The results show that although being different in size and industry structure, in
both countries more than 30% of work is carried out in projects and that there will be a further increase of the share
of project work in the near future.

In the second part of my presentation | will focus on the qualitative dimension of projectification. | will develop and
empirically test a model that includes the degree of projectification as explanatory variable and looks at its effects
on the flexibility and innovative capacity of organizations. The findings suggest that the use of projects can in help
organizations to flexibly adapt to changes in the environment and to develop innovations.

Keywords: project, projectification, flexibility, innovative capacity

http://www.ntnu.no/concept/




UNIVERSITY OF AGDER
SCHOOL OF BUSINESS AND LAW

Projectification, Innovative Capacity and Flexibility:

Macro- and micro level perspectives
Andreas Wald

7t Concept Symposium on Project Governance

September 7th-9th, 2016, Sola Strand Hotel



UNIVERSITY OF AGDER Outline

SCHOOL OF BUSINESS AND LAW

Projects as Temporary Organizations

Measuring Projectification

Innovative Capacity and Flexibility as Dynamic Capabilities

The Effects of Projectification on Innovative Capacity and Flexibility

Outlook



UNIVERSITY OF AGDER Projects as Temporary Organizations

SCHOOL OF BUSINESS AND LAW

“... firms in all types of industries are undertaking projects as a growing part
of their operations...” (Sydow et al., 2004: 1475)

“While industries such as theatre and construction have a longstanding
history of organizing on a temporary basis (...), more recently project-based
organizing has become prevalent outside of these fields (...).” (Bechky, 2006:
3)

“... as projects have become a common form of work organization in all
sectors of the economy during the last decades.” (Packendorff/Lindgren,
2014:7)
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Example Siemens (as of 2010):

About 400,000 employees of which 73,000 are constantly working in
projects

50% of turnover generated by projects

15,000 project managers leading about 40,000 projects per year

Source: Schloss, 2010
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Temporary Organization (TO)

Definitions

” ... a set of diversely skilled people working together on a complex task
over a limited period of time.” (Goodman/Goodman, 1976).

“.. a temporary organization, an aggregate of individuals temporarily
enacting a common cause” (Packendorff, 1995: 326).

Prevalent manifestations of the TO
Projects, programs, temporary teams, crews, ...
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Projectification

Quantitative Dimension
Increase in the share of project work in and organization/industry/economy

Qualitative Dimension
Temporary organization as flexible, innovative, and complexity resistant
form of organizing
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Firm-
level

Industry-
level

Economy-level

Projectification

Quantitative
Dimension

l

Share of project-
based work on total
work in an
organisation
\%

Share of project-
based work on total
work in an industry

|

Share of project-
based work on total
work in an
economy

Qualitative
Dimension

l

Increasing use of projects as
flexible, less bureaucratic,
innovative, etc. forms of

organising in an organisation

Increasing use of projects as
flexible, less bureaucratic,
innovative, etc. forms of
organising in an industry

Increasing use of projects as
flexible, less bureaucratic,
innovative, etc. forms of
organising in an economy

Projects as Temporary Organizations

Source: Wald et al., 2015: 20
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Input- vs. output-based measures

Input Value creation process Output
measures measures
A N A
e Y4 Y4 N\
Quantity
IVolume
Ressources IPrice
IMonetary
IPersonnel Quality
I Material IProduct &
Service
quality
I Stakeholder
satisfaction

Source: Wald et al., 2015:23 10
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Extrapolating from the company-level to the industry- and economy-level

Entities — Industry — National accounts

(Firms, (Classificationvia (DESTATIS)

Organisations) WZ 2008 code)
Eccnomle asctora {In bllllon Eursa} 2013
Wenufecturing Industries excuding construction 858.17

Ineluding: Processing Industry 561.28

Constr.ctior 116.48
Publlc sarvica prowldars, adication, health 457 39
Retall, transport, cetering 363.36
Propery and accommodation 281.34
Curpurale servive providers 270.30
Other service providers 103.76
Financiel and Insurance serv ce provides 108.17
Information and communication 117.88
Agriculbure end forestry, fiahlng 21.88
All Industriss {demastie product) 2.525.81

Measuring the project Deriving the average Calculating the total value using

acitivities of sach value for each industry national accounts data as basis

company Source: Wald et al., 2015: 26 11
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Project definition: A project is an undertaking largely characterized by the

uniqueness of the conditions In their entirety, i. e.

e A specific target has been defined for the project.

 The project is limited in terms of time (start and end).

 The project requires specific resources (e. g. financial, staff, ...).

* An independent process organization exists, which is defined as different
from the standard organization in the company.

* The projects work on non-routine tasks.

* The project has a minimum duration of four weeks.

 The project has at least three participants.

12
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Measuring projectification

Internal External
Projects Projects
I | | |
I | | |
- : : :
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g | | Bag | £ F
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n
{in%] (o f= | = | EZ Ac I = I Ea 3
Manufacturing industries n=100 12 14 22 14 12 25
Fin. & Insurance Serv, Providsr n= 70 18 25 8 24 13 12
Pub. Serv./Educ. / Health n=100 20 24 10 15 19 12
Qther Servics Provider nm 70 20 18 11 33 10 8
Retail / Transport/ Catering n=90 18 16 12 22 15 17
Informaton & Communlicadon n=7Q 12 23 13 21 11 20

Total

[ -

=

=P

=P

=

Source: Wald et al., 2015: 31
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Projectification of the German Economy in 2013

| | | | | |
41.9 5 i i i 42.0 i 377 i
Proportion of i i | i : : | 34.7
project work in 280 1 o 1 230 | i |
the total working | | | | | |
time 2013 | | | | | |
i i i i i i
I . | | Other ! . | o
Manuf. : Financial & : Pub. Sgrv. / : Service : Retail / : Informatlon: Total*
industries | Insurance | Education/, - ., . | Transport/, & Comm. ,
:Service Prov.: Health : : Catering : :
| | | | | |
n =100 : n=70 : n =100 : n =70 : n =90 : n =70 : n =500
[ | | | | |
[ | | | | |

* Total weighted by the proportion of industries in the gross value added.

Source: Wald et al., 2015: 29
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Measuring projectification

Projectification of the German Economy in 2013

| I I | | I
| I I | | I
46.1 | I I | | I
| I I | | I
Proportion of company ! : : : 209 | 32.1 |

revenues generated by | I I | | I 274
commissioned (external) ! : : : : :
projects 2013 | 8.6 | 6.9 I 10.8 | | I
| | I | | I
| | | | | I
| | | | I |
| | | | | |

53.4

41.1 i i i i i 81 i

. | 34.4 | I | | I 37.8
Proportion of personnel | | | 29.9 | | I
expenses for projects on : : 18.3 : : : :
total company sales | I I | | I
2013 | I I | | I
| | | | | |
! | | oth i i i

Manuf. I Financial & : Pub. Se_rv. / : Serv?:e I Retail / I Information: Total*
industries | Insurance : Education / : Provider : Transport / : & Comm. :
Service Prov.,, Health | Catering |

n =100 n=70 n =100 n=70 n =90 n=70 n =500
In % of total sales 15

* The totals were weighted by the proportion of industries in the gross value added.
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n = 500; CAGR = compound annual growth rate
Source: Wald et al., 2016: 31 .
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Projectifi
-cation in
Norway

Germany Norway
NACE Sector Share of S o Share of  Share on
Code project work 1\ " -+ | project work GVA
2013 2014 2014~
A Agriculture, forestry and fishing 4.0 % 0.9 % 28.6 % 1.7 %
B-E Manufacturing industry (excluding construction) 41.9 % 26.1 % 47.2 % 32.6 %
of which manufacturing - - 37.6 % 8.8 %
oil and gas activity - - 50.7% 23.9%
F Construction 80.0 % 4.6 % - -
G-l Retail / transport / hospitality / tourism 42.0 % 15.6 % 13.4 % 13.9%
J Information and communication 37.7 % 4.7 % 48.0 % 3.8 %
Financial services & insurance 23.0 % 41 % 214 % 51%
L Real estate 2.0% 11.1% - -
M-N Corporate service providers 60.0 % 10.7 % - -
0-Q Public sector, education, health 17.8 % 18.1 % 14.2 % 22.0%
S Other service providers 23.0 % 41 % - -
TN |oorporate somceprovters o nee T - | 405%  209%
Total *** 34.7 % 100.00 % 32,6% 100.00 %

*** Total weighted by the proportion of industries in the gross value added.

Source: Wald et al., 2016 17
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Dynamic capabilities (DCs) of an organization refer to its “ability to integrate
and renew existing competences as circumstances may change” (Teece et al.,
1997:516).

Existing research: Effects of DCs on several dimensions of performance
(Teece et al., 1997; Eisenhardt/Martin, 2000; Zott, 2003; Zahra et al., 2006).

Organizational antecedents of DCs so far only insufficiently (empirically)
investigated (Barreto, 2010; Helfat et al., 2007; Reilly/Sharkey Scott, 2010;
Eriksson, 2014; von den Driesch et al., 2015).

19
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Two dimensions of dynamic capabilities

1. Innovative capacity: An organization’s capability to develop, produce
and market new products and services successfully (Hurley/Hult, 1998;
Koc/Ceylan 2007; Sammerl et al., 2008).

2. Strategic flexibility: An organization’s ability to react and make use of
internal or external changes (Sanchez, 1995 & 1997; Combe/Greenley,
2004)

20
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Guiding hypothesis

Temporary organizations (TOs) are especially suitable for rapidly identifying
market-related opportunities and threats, making timely decisions and,
when needed, reconfiguring existing competences/assets (Lundin/
Soderholm, 1998; Aubry/Lenfle, 2012; Packendorff/Lindgren, 2014; Wald et
al., 2015).

H: Temporary organizing increases dynamic capabilities

21
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Research model

Dynamic Capabilities

= Main Effect
== Moderating Effect

+ Positive relation

Phenomenon | | Resulting Capabilities |

Quantitative
level
!

Qualitative
level

Tempo-
rariness

Innovative
Capacity
H1(t) y Y

1

H4a(+) \} 1
N TO H3(4)

H4b(+)’! Efficiency 1

l’ ‘~ __________ ’I

H2(+)

Strategic
Flexibiltiy

Source: Spanuth/Heidenreich/Wald, 2016
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Re SuU I t S Controls Quality Criteria

TO Duration Indicator Loadings > .76 *** AVE > .65
Company Size Composite Reliabilities > .85 VIF <2.95
—— Main Effect Internal Generation of

Knowledge and Innovation

=== Interaction / Moderating Effect

/ External Generation of

Innovative 7 ek | Know ledge and Innovation
Capacity
R2=.66 20 HHE Innovation Process
31 ww A \\ Management
57 ***

Openess to Innovation

Tempo-

A x
rariness

A4 o

{ Resource flexibility ‘
35wk

Strategic
Flexibiltiy |<_
R?=.38

*p<.10 **p<.05 ***p<.0l

Source: Spanuth/Heidenreich/Wald, 2016 24
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Main findings:

Empirical support for the hypothesized positive effects of temporariness on
an organization’s innovative capacity and strategic flexibility.

The innovation process in firms benefits from the installation of project-
based organizational forms.

An organization’s strategic flexibility positively affects its innovative capacity.

25
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Macro-level effects of projectification
Input-Output-Modeling - inter-sector relations
Effects on productivity

Effects on employment

Income effects

27
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