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Ambiguous Nature of Project Business -
How the Project Business Companies Try to Deal witRroject Business
Characteristics

Introduction

Research under the topics of ‘project marketingiva$f as ‘project business’ is rather young.
The first publications built around these titleg drom the early 1990s (see e.g. Bansard,
Cova & Salle 1993; Cova, Mazet & Salle, 1993; Cévéalolstius, 1993; Hadjikhani, 1996)
with some exceptions (e.g. Mattson, 1973). Althodlgere is, until now, a considerable
amount of academic literature cumulated on prajeatketing and project management, there
is still a clear need for a comprehensive analg$ithe project business characteristics in
relation to companies’ patterns of action.

As a starting point for our study it is importaatrhake a distinction between management of
project business (multi-project firms) and projecdanagement (single projects) as well as
projects as management tools (management by shjédte first one concerns industries
built around selling and delivering more or lesseesgive projects. Project management, in
turn, concerns the management of individual prejeehile project as a management tool
concerns situations in the “normal”’ business whmrgects are used as vehicles of internal
development. The focus of this paper is on the mament of project business. In other
words, we are moving from the project-centric pecspve towards the analysis of multi-
project organizations (cf. S6derlund, 2002, 2004).

The previous literature of project marketing anchagement (see the review in e.g. Skaates
& Cova, 2005; Tikkanen et al., 2006, Cova & Saflé06) concentrates very much on the
special characteristics of project business. Thim wlzaracteristics of the project business are
usually described by the so called D-U-C model.(Egva & Hoskins, 1997). Discontinuity
refers to single projects as time restricted mutasks for the seller and the buyer and to
sleeping periods in the business relationshipsquemess describes the fact that projects are
tailor-made, individual, and created through negjains and interactions between the parties.
Complexity is created by the know-how demands fotuatomer company and a seller
company, as well as the variety and number of agtmolved. In addition to these three most
often named characteristics, several studies humgdditional features complicating project
business, such as the need for extensive finago@mitments, managing the processual
project delivery, adaptation of internal structtweexternal environment and project portfolio
management.

We argue that the project marketing research temdspeat and take these characteristics as
granted without in-depth investigation. Furthermdhe characteristics of project business in
the core literature are narrow from the theoretmaiht of view and, on the other hand, too
general from the managerial perspective. We algaeathat these business characteristics,
interesting for researchers, are in fact challepgnd troublesome for the project business
firms. The key question for project business finm$iow to alleviate or how to strengthen
these characteristics.

We aim to open up the argued business charactsristi the project marketing and
management literature by setting them into the exdnof organization theory concerning
adhocracies (Mintzberg, 1980, 1983) and projecethagrganizational structures (Eccles,



1981; Powell, 1996, 2001; Payne, 1995; Payne amdeful1999; Whitley 2006). Actually,
organization literature has a longer tradition tpamect marketing literature in examining the
same phenomena, but the first mentioned stream dpe&ger into the interwoven nature of
organizational structures and the characteristitsbusiness environment. Because the
organization literature is very extent, we havéhia present study focused on limited number
of the most well-known sources. However, it is iagting to note that project marketing
literature refers to the previous literature onamigational structures so far only seldom. Our
research questions are as follows:

« What are the key characteristics of project busineased on project marketing

literature?

* What are the key characteristics of project busirfiesis based on organization design
literature?

* What are the core differentiating dimensions fasjg@et business firm’s organization
design?

« What types of project business firms can be idewtifon the basis of these
differentiating dimensions?

e How do project business firms alleviate or streegtlthe characteristics of their
business in their organizational forms?

Based on the review of recent project marketingrditure (e.g. Skaates & Cova, 2005,
Tikkanen et al., 2006; Cova & Salle, 2006), we tdgrthe most asserted characteristics of
project business. In the same way, through usiegotiganization theory on project based
firms and temporary organizations we present thedkaracteristics of project based firms.
These are employed in identifying the core difféiemg dimensions through which a
typology of project business firms is formed. Thpdlogy developed can be more described
as taxonomy of holistic patterns of multiple vatesb rather than clearly distinguishable
variables and their relations. Similar approachclassifying organizational dimensions of
KAM has been taken by e.g. Homburg, Workman andelei2002). This perspective can be
described as configurational approach to orgamimati analysis (Meyer, Tsui & Hinings,
1993). According the this approach to organizafiahesign, there is a limited range of
organizational forms and that an understandinghef garts within an organization can be
gained only by looking at the overall patterningheat than narrow set of organizational
properties.

The developed typology is illustrated though an ieicgd research. In the empirical part of

the present paper we discuss how four the selectés@ companies cope with these
challenging business characteristics, i.e. the gene actions for smoothing troublesome
consequences of industry characteristics or sthengtg these characteristic for the
company’s competitive advantage. We reflect thdsmacteristics in four project business
companies operating in different industrial fielggovider of capital goods in the metal

industry, manufacturer of heavy equipments for dogs operators, a solution provider in

filtration and manufacturer of automatic roll wrapgp systems. Although operating in

different industries, the case companies seemaresdeveral common characteristics in their
business logics. However, their patterns of actionoping with the common characteristics
vary from each other. One of the most interestimgliigs was the general mode of
management towards “escaping” or “amplifying” thésatures of their industries.



Characterizing project business: literature reviewon project marketing

Our literature review on project business chargties focuses on research in the 1990s and
this decade with two exceptions. We start with Bsdh (1973) and Jansson (1989) which are
early examples characterizing project type of bessn These articles conceptualize project
business in quite a similar way than the literatfr&990s that labeled its approach as project
marketing (see e.g. Cova, Ghauri and Salle, 200Bj)s approach emphasizes that it is
guestion of managing both individual projects amevesal projects in networks of
relationships in project business.

As mentioned above, one of the earliest publicationthe area is Mattsson's (1973) article
“Systems selling as a strategy on industrial mafkéh his study economic consequences of
systems or projects selling for industrial firme @analyzed. It is argued that using systems
selling increases other companies’ barriers toyemtto the market, thus increasing the

systems selling firms profit opportunities. Furtnere, Mattsson emphasizes the fact that
systems selling firms almost always operate intewnally, because the customers have
similar kinds of system needs in several countrf@égstomers often want to standardize
processes and outputs from project sellers amoatpbpns in different countries.

Opposite to general understanding of project bgsingature as transactional deliveries,
Jansson's (1989) main finding was the typicalitjoofy-term business relationships in project
business. An additional characteristic that he amjzles is the selling ideas, since projects
exist only on paper during a large part of the tiofiemarketing the project. The product

linkage therefore comes in quite a late stage enptocess. Consequently, crucial parts of
project business are the personal contact nets.

Cova and Holstius (1993; see also Cova, 1998) etlugroject marketing both from the
seller's and buyer's point of view. According terththe key characteristic of project business
is so called project marketing cycle that presémshases of project management both in the
customer and the seller company. As the featuresi@fessful project business organizations
they suggest entrepreneurial qualities of persoandl entrepreneurial culture of the firm as
an innovative, adaptive, risk management skilled amernationally oriented organization
with exploitation of financial resources.

Cova et al (1996) emphasize the milieu conceptithespecially important in highlighting the
complex nature of the environment of project mangetA milieu is characterized by four
elements; territory, networks of heterogeneous ractepresentation constructed by these
actors, as well as set of rules and norms reggldtie interactions between these actors.
Within the milieu, project business firms have #ngrate or maintain credibility and to be a
part of informational and social networks. Indivadl in firms do this mainly through their
personal networks. Some actors in the milieu mast be influenced directly by project
business firms, while others may be influencedrajrect relationships or reputation effects
e.g. references (see Salminen and Mdller, 2006).

Hadjikhani (1996; see also Skaates and Tikkaned32€oncentrated on discontinuous nature
of project business and customer relationshipsakdees that one of the key challenges in
project business is how to manage business redips after project completion. The study
presents the concept of a sleeping relationshighvinterrelates the buyer and the seller in
the period of discontinuity. In Hadjikhani (199@)pject business is studied from the political
perspective, focusing on understanding of the icelahips between the project-selling firms



and non-business actors. The political aspectsapéqt business are studied in the framework
of sleeping relationships. Hellstrom and Wikstrd@0d5) in turn suggest modular supply as
an action increasing flexibility towards discontilyu and fluctuation. Simultaneously,
however, modular supply means giving up some initee and transferring more
responsibility to sub-suppliers. This means a des@en stability on the operative level.

Cova and Hoskins (1997) add two additional key abtt@ristics to the discontinuous nature of
project business: complexity and uniqueness. Thase features have been later called as
the DUC-model. Complexity is created by the neeimhtegrate separate products and services
to deliver a facility or an enhanced organizatioregability. To the complexity adds the need
to negotiate and interact with several, often maéional, external stakeholders involved in
the definition and implementation of the projeatojBcts are conceived with the intension of
disrupting the status quo within the customer ogion with the aim of delivering
beneficial, one-off transformational changes whiahnot be achieved through improvements
in the efficiency of existing operations. Uniquesied each project is the result of these
contextual differences. In addition to the DUC-cuderistics Cova and Hoskins (1997)
suggest networking action based deterministic aowstcuctivist approaches for project
business companies to maximize chances of succegsoject business. Through these
approaches companies anticipate the competitiveaaa@d the rules of the game, or even
actively shape these through interaction with teéevork of business and non-business actors.

Mandjak and Veres (1998; see also Cova, GhauriSaile, 2002) take the DUC-model as
their starting point as the key features of projetarketing and analyze these three
characteristics in further depth. They claim thhe telements of DUC-model behave
differently in pre-realization, realization and posalization stages of project marketing.
Discontinuity consists of dimensions of unknown éuyyack of all kinds of relationships with
a known buyer and a sleeping relationship. Unigsenef project business comes from
concrete mobilization of the contractor's own reses and network, as well as non-recurring
changes in the buying organization because of tbeg. Complexity of the project business
arises from the more or less same features as eaitypbf industrial business relationships,
e.g. multiorganizational buying centre structureiltiple actors and high risks involved (cf.
Hakansson and Snehota, 1995). On the basis of aqiriemh analysis they add further
dimensions to each of the characteristics of th&€bBhbdel. Discontinuity gets dimensions of
applied technology and cultural elements. Uniquemestrengthened through the technology
offered, local specifications and tailored desi@Qumplexity gets project size and various
tangible and intangible project inputs as furthemehsions.

Tikkanen (1998; see also Skaates, Tikkanen and ldnmb 2002) reviews the project
marketing literature until the late 1990s. Withpest to the project business characteristics,
and in addition to the DUC-model, he emphasizesekistence of two nested levels of
management in the project business (originally @ddggijarvi, 1996). The first level is that of
managing networks and relationships related toviddal projects. As far as the supply of
individual projects is concerned, the two majorrelsteristics are the buyer-seller interaction
during each stage of the project supply process tlaa overlapping of all corporate functions
in the marketing process. The second level is dhaelationship between the project buyer
and seller, because the buyer tends to make repeeahbases from a seller considered as
reliable. Tikkanen (1998) stresses the need fog-tenm orientation in project business as a
whole, not only in single project delivery relatsimps.



Cova and Salle (2000; see also Blomqvist and Wjl2006) take a ritual approach for the

management of the discontinuing phase of businelssianships. Four different types of

rituals; initiation, calendar, cyclical and occamsb rituals are identified, and these are
examined at the three levels of socialization; dyadbes and circles. Dyads refer to the
relationship level, while tribes mean a group dinmate actors of the buyer and of the

supplier, and circles refer to a bit larger grodi@ctors such as e.g. an industry event might
be. Through the participation to certain ritualsd#terent levels of socialization, project

business firms build and develop the identity @itlorganizations and limit the relationship

discontinuity.

Tikkanen, Kujala and Artto (2006) want to emphasibat project business involves

simultaneous management of multiple relationshipd multiple projects. The key question

they want to highlight is: how the interdependesdietween portfolios of relationships and
portfolios of projects can be managed? As a rasdthieir theoretical discussion they present
a conceptual definition of the scope of the marigsttrategy of a project-based firm.

To conclude, we have identified the most referrbdracteristics of project business found
from the previous project marketing and manageriitenature in Table 1.

Table 1. Characteristics of project business idiedtirom the project marketing literature

Characteristics identified from Literature
the literature

International nature of business Mattsson, 1973%aC6hauri & Salle, 2002
Long term nature of business Jansson, 1989; Skaates et al. 2002; Cova, Gha8sli&, 2002;
relationships Tikkanen, Kujala & Artto, 2006

Processual nature of project cycles Cova & Hadstli993; Cova, 1998; Cova, Ghauri & Salle, 2002
Discontinuous nature of business Hadjikhani, 19988; Cova & Hoskins, 1997; Mandjak & Veres,
1998; Cova, Ghauri & Salle, 2002

Unique nature of projects Cova & Hoskins, 1997; WMjak & Veres, 1998; Cova, Ghauri &
Salle, 2002

Complexity of business Cova & Hoskins, 1997; MakdjaVeres; 1998; Cova, Ghauri &
Salle, 2002

Dynamic nature of business Cova, Ghauri & Sall®20ikkanen, Kujala & Artto, 2006

Characterizing project firms: insights from organization design literature

The organization theorists have a long traditiorscdssing the relationship between
organizational structures and environmental charestics. Therefore, we will in the
following discuss the characteristics of projectdmhorganizations.

The earliest thinking about organizational struetwas dominated by the ‘one best way’
approach; in other words, there was a ‘wrong’ aridght’ way to design an organization.

The later theory moved towards an ‘all depends'rapgh, known as a contingency theory.
Organizational structures should reflect the orgation’s situation — for example size, type,
the nature of environment. In the present artisle,follow the third phase of organizational
theory discussion, so called configuration approatiich concentrates on the interrelated
dynamics of organization structure and businessr@mwient change (cf. Mintzberg 1979;
1980; see also Eccles, 1981; Powell, 1996; 200yn&al995; Payne & Turner, 1999;
Whitley 2006).



One of the earliest descriptions and analysis ofept based firms was Mintzberg’s (1980,
1983) publications on adhocracies. He suggests tywmes of adhocracies, namely
administrative and operating, the latter includipgical features of project based firms. The
operating adhocracy innovates and solves problemstly on behalf of its customers. It
fuses experts from different specialties into srhiyofunctioning teams. It has an organic
structure with little formalization of behaviounctensive horizontal job specialization based
on formal training, a tendency to group the prafess specialists in functional units to
deploy them in small market-based teams. It raieghe liaison devices to encourage mutual
adjustment — the key coordinating mechanism — wittnid between the teams. The power is
delegated unevenly according to expertise and n&bérefore, the structure becomes
selectively decentralized both horizontally andticaily. The administrative and operating
work tends to blend into a single effort. Strategynot imposed from above, but emerges
from the stream of ad hoc decisions made for allpitojects.

Operating adhocracies act in environments thatbate dynamic and complex demanding
sophisticated innovation. The more dynamic an dmgdion’s environment, the more organic
is its structure. The more complex an organizas@rivironment, the more decentralized its
structure. Consequently, the only organizationalcstire in this type of hostile environment
is a project based organization. On the other hargject based organizations can, compared
to other organizational structures, choose thgsestpf business environments. Furthermore,
many of them tend to simultaneously attempt to tindiness environments allowing more
bureaucratic structures and actions.

Adhocracies are typically young, because time eragms an organization to bureaucratize.
They tend to combine fashionable features that esipb expertise, organic and matrix
structure, teams and task forces, decentralizattimout power concentration, sophisticated
and automated technical systems, youth and comgyeamic environments.

Eccles (1981a, 1981b) has made an important catisibfor understanding of project based
organization, especially in construction indust@pnstruction projects are typically executed
by general contractors who retain the servicespekd trade subcontractors. This form of
organization is preferable to vertically these éigdecause of the transaction cost impliations
of construction technology. The general contraatmt special trade subcontractors can form
a stable organizational unit when conditions periftis organizational form, called here the
‘quasifirm’, is analogous to the 'inside contragtaystem' discussed by Williamson (1975).
Eccles (1981b) examines especially the charadteyisf firms in the construction industry,
and argues that subcontracting by general contisacn be explained by complexity, size,
and market extent. Extensive subcontracting haslicgatmpns for the nature of the
construction firm and can therefore be called adfhinistrations.

According to Midler (1995) many industrial firmseaimplementing fundamental changes in
their organizations to increase the efficiency. fideuses on the relations between project
management models and the permanent organizatbpracesses of the firm. His case firm

effected a transition from the classical functiomaganization in the 1960s to project

coordination in the 1970s, and since 1989 to autmus and powerful project teams. Such
advanced project management has profound and dezstagpbeffects on the other permanent

logics of the firm (task definitions, hierarchicgrdations, carrier management, functions and
supplier relations). He calls this process as ‘gatification”.



In the Table 2 we have listed the identified chmastics of project business firms. The first

two characteristics, the mode of international apens and management of markets
customer relationships are derived from the charestics of project business discussed in the
previous section of the paper, the internationflimeeof project business and long term nature
of relationships. The rest of the characteristies @erived from the organizational design

literature.

Table 2. Characteristics of project firms identifisom the organization design literature.

Characteristics found from the Literature
literature
Mode of international operations Mintzberg, 1980

Management of markets and customerMintzberg, 1980
relationships

Dependence of projects Mintzberg, 1980; Whitleyg&0

Organic structure of firm Mintzberg, 1980; Eccl@981; Midler, 1995; Whitley, 2006
Decentralization of power Mintzberg, 1980; EcctE331; Midler, 1995

Strategy formulation vs. formation Mintzberg, 1980

Coordinators and liaison positions Mintzberg, 19B6c¢les, 1981; Midler, 1995; Whitley, 2006
Job generality Mintzberg, 1980; Whitley, 2006

Dynamics of work roles Mintzberg, 1980; Whitley,(80

Whitley (2006) develops a more detailed typologyopkrating adhocracies. According to
him, project based firms can be divided into sdedahollow, craft, organizational and

precarious forms. Project base firms vary conslalgran the kinds of projects they produce,
the level of market and technical uncertainty thaye to deal with, and their organizational
complexity (cf. Cova, Ghauri and Salle, 2002). Bctg can differ in terms of their

customization, ambiguity of specification, and tetent to which customers co-produce
them. They are also more or less discrete, integdable, predictable, and technologically
continuous (Tushman & Anderson, 1986; Breschi & éflad, 1997). Furthermore, the
variety, interdependence, and stability of knowkedand skills differ considerably between
project firms, as does the uncertainty of theirkvemvironments (Whitley, 2006).

The differentiating dimensions by Whitley (2006)ncern firstly the extent to which firms
focus on developing unusual, sometimes one-offycts and services for varied, and often
uncertain, markets and, secondly the extent to lwthie organization of expertise, tasks, and
roles is predictable and stable over projects. Sachations have significant implications for
the management of firms.

The first core differentiating dimension of projéetsed firms can be termed the singularity of
their goals and outputs, because singularity cetgr#hose producing a single or small
number of quite different kinds of results for diént customers or markets from those
conducting a series of related projects producimgilar kinds of outcomes. The more

singular are outputs, the more likely organizatian have to deal with exceptions to their

routines and adjust to variations in materials #mel work environment (Perrow, 1967;

Whitley, 2006). Singularity of goals and outputs pmojects converge the concept of
uniqueness used very much in project marketingalitee (D-U-C model). Therefore, we

have chosen the variety of uniqueness as the liEf§srentiating characteristic of project

based firms.



The second core differentiating feature of projeased firms proposed by Whitley (2006)
concerns the distinctiveness and stability of worles, professional identities, and skills
within project teams and over the course of seyagects. Also, the continuity of patterns of
work coordination and control across projects isstdered. In some craft-dominated sectors,
such as the feature film industry (ChristophergfiQ2a, 2002b; Davenport, 2005), roles and
skills are clearly separated throughout projeats, skill-based identities remain stable over a
succession of projects, if not indeed entire wagkifetimes. This enables project teams to be
quickly assembled and to work effectively togethérshort notice (Jones, 1996; Whitley,
2006). We have chosen to use ‘the nature of muaidjalstment within projects’ as the second
basic differentiating characteristic of project &hdirms. By using this concept we want
incorporate both ad hoc nature of work roles amdi¢vel of job specialization of individual
experts. The more job specialization exists, tiss d hoc work roles usually are involved,
and the more sequential nature of mutual adjustmvéhin projects tend to be. In the Figure
1, we present a typology making sense of the diffetypes of project based firms.

Unigueness of projects

Low High
Parallel Product -like project business ‘Extreme’ project business

*Projects are pretty similar, only | *Projects are always unique
incrementally changing *No stability of work roles
*No stability of work roles, *The high general skill level is
experts are chosen based on demanded throughout the
present work load, work roles expert level. Every expert has
not very specialized, the tasks | to know each others expertise
relatively simple area

Nature of «High general skill level

mutual demanded throughout the expert

adjustment level. Everyone has to know
each others expertise area

Sequential Stan.dard project busi.ne.ss Successively operating

*Projects are pretty similar, only | adhocracy
incrementally changing *Projects are unique
*Work roles are stable, *Work roles are stable,
everyone has his own distinct everyone has his own distinct
role in every project role in every project
*Everyone’s expertise area is Everyone’s expertise area is
specialized specialized

Figure 1. Typology of project based firms.

The typology enables us to identify four ideal tyé project business firmBirst, we call as
the ‘standard project business firms’ companies tiaae pretty similar, only incrementally
changing projects. Typically, in these projects kvorles are stable; everyone has his own
distinct role in every project and everyone’s exigerarea is specialized. Thecond type of
project business firm is labeled as the ‘produat-fproject business firm’. In these companies
the projects also tend to be pretty similar witlhyancremental changes. However, there is no
stability in work roles, and experts are choserelam their present work load. Work roles



are not very specialized, since the tasks areivelgtsimple. Finally, the high general skill
level is demanded throughout the expert level. {Eeapert has to know each others expertise
area.Third, ‘successively operating adhocracy firm’ has uriquojects. In these projects,
work roles are relatively stable and everyone hiasolwn distinct role in every project.
Everyone’s expertise area is typically specialiZEde fourth type of project business firm
proposed on the basis of the typology is the ‘em&rgoroject business firm’. This type of firm
has very unique projects and there is no stalofityork roles. The high general skill level is
demanded throughout the expert level, and evergréxas to know each others expertise
area.

Research design and background

The purpose of the empirical part of the presamdysts to elaborate the characteristics of the
project business firms. The methodology used fal@kductive research logic (Kovacs &
Spens, 2005), where both theoretical propositioniseanpirical material are used as a source
of knowledge for further connection of the proposgablogy of project business firms and
the characteristics of project business. The staglyesents a qualitative methodology and
includes a multiple case study setting.

In selecting the cases, we have used the followritgria. First, we have selected companies
of different sizes. The companies vary in termgheir annual turnover as well as the number
of personnel. Furthermore, the selected comparegesesent different types of process
technology industry equipment manufacturers. Intamdto having variations in the firm and
industry types, we have also used criteria derivedh the developed typology in Figure 1.
Therefore, we have selected four project based fepnesenting different levels of the two
dimensions used in the typology. This means thatgblected case companies represent
different levels of uniqueness in terms of theiojpcts. Finally, the companies also vary in
terms of nature of mutual adjustment, i.e. job gelitg and stability of work roles.

The research at hand is based on a large resaajelstpwhich focuses on multiple aspects of
project based and customer reference driven bissiieghat sense the topic of the present
study was discovered within that research projgctording to Gephart (2004), this kind of
qualitative research setting is likely to produagbstantial new insights, because large
research projects typically enable us to discowsy research gaps relevant to both practice
and theory. The empirical material used in the gmestudy is composed of interviews of
managers of the selected firms, focus group int&rsj workshops, archive material company
documents and professional articles. The empide#h was transcribed and analyzed on the
basis of the identified characteristics of projaasiness and project business firms.

Empirical study
In the following we will first describe four diffent case companies shortly. The case
descriptions is followed by a cross case analy$ishe identified characteristics of both
project business characteristics that these corapare facing as well as characteristics of
the project business firms.

Description of the cases

A provider of capital goods for the mining and neiadustry

10



The company provides process technologies for timngand metals industries worldwide,

with the largest part of sales in 2006 coming fr®auth America, Europe and CIS, and Asia.
The technologies offered by the company cover thelevchain of processing ores into pure
metals. Three divisions comprise the company, eagrhich concentrates on a certain part of
the process chain. The company has only recentigngone a stock listing, but as a part of
its former group its roots trace back to the finsif of the previous century. Some 1800
people are employed by the company in 18 countries.

In 2006, the company generated a turnover of sof@enillion euros, with each division
being roughly equal in terms of sales. In threergjethe turnover of the company has
doubled, from a level of 366 million in 2003. Matlmnditions have recently been favorable
as demand for metals have risen, creating a demaddupply imbalance. This has in turn
resulted in high metal prices and increased capitastments by the company’s customer
industries.

The duration of the company’s projects is typicédlgg, ranging from 10 to 36 months. The
nature of projects varies, from technology packaijeslues between 3 and 70 million euros
to large turnkey deliveries worth up to 200 milli@uros. Equipment deliveries by the
company are worth up to 10 million. An essentiait pEf the company’s business is its
proprietary technology. The customer base of thepamy, which includes mining and

metallurgical companies, is undergoing consolidgtwith a few global companies owning

the vast majority of customer sites.

The company operates in a highly competitive emvirent. The competition is fragmented,
but consolidating. The company has a number ofnigdgies where it is a clear market
leader, and others where it operates as a niclyerplas a whole, the company does not have
directly comparable competitors, but instead cortgrst that compete with a part of their
portfolio.

A manufacturer of heavy material handling equipnfentogistics operators

The company provides heavy cranes and other midbamnaling equipment such as lift trucks
for ports, harbors, shipyards and the offshore stgu It operates globally and the largest
areas in terms of sales are very much dependetiteoproduct in question; the United States
for example is very important area for a certairt pathe portfolio. The company is part of a
group employing some 7500 people in about 40 camtThe history of this group is
connected to another organization, which begahatbor crane operations in the 1950’s. In
2006, the group’s sales figure was close to 1lobikeuros. The group’s sales have doubled
during the past two years. Container handling leenlbncreasing and the shipping industry is
booming, which has favorably affected the operatiohthe case company. When selling to a
new customer, the sales process from the begirnidglivery can take from somewhat over
a year to several years. Delivery times dependt aiothe type of equipment sold. The
company’s customer base has been undergoing cdasoh, with a few global operators
controlling a major share of customer sites. Theme also smaller municipal and private
customer sites. It is noteworthy that besides dafeiton, parts of the customer base have
been shifting geographically and becoming moreriatonal. The company has a few
globally operating competitors, and in additionesaV regional and local competitors. The
competitive environment of the company depends ihean the product and geographical
area. In some products the company is a major playleereas in others it is quite a small
player. In the case of certain specific produd¢ts,dompany dominates some market areas.
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A filtration solutions provider

This company supplies solid/liquid separation emqépt and related services to the mining
and metals industry and the chemical process induhe operations of this company are
global. It divides its business into three regiasfsywhich the largest in terms of sales in 2006
was the North, Central and South America regionedent acquisition made by this company
has significantly increased its size, and in 2QG8mployed some 450 people in 40 countries.
The company was founded in 1977. The turnover efdbmpany in 2006 was around 120
million euros. The development of turnover has bpenitive in the last years, the latest
figure being nearly 30 percent higher than tha2@d4. An example of factors that positively
impact the demand for the company’s products ireltlte current high metal prices and
tightening environmental legislation. The salescpss of this company can take up to two
years from first contact with a customer to seauran deal. Contract values range from
300 000 euros up to 5 million euros. Consolidatimess been notable in the customer
industries. Competition for this company is fragteeinand undergoing consolidation. The
company has only a few globally operating closetynparable competitors, and many
smaller local or regional ones. Characteristics ingathe company unique include among
others its 100 percent focus on solid/liquid sef@maand its service concept. The company is
a market leader in certain industry segments.

A supplier of paper roll wrapping systems

This company provides paper roll wrapping and hiagdsystems for the paper industry.

Most of the company’s deliveries are exports, bundstic sales have also been important.
The Nordic Countries and Russia are some of ther aliignificant market areas. The company
was founded in 1981 and currently has, togethdr itstsister company, some 70 employees.
The annual turnover of the company has recentiy lbeeund 10 million euros. There can be
fairly significant differences in sales from yearytear due to the small amount of deliveries
per year. Factors driving the customer industrtehe@ moment are the moving of production
to lower cost countries, and the switch in the peidypes and qualities in Western countries.
The latter creates need for new technologies frben ¢company. The duration of this

company’s projects is typically around two yeansd @here are only a handful of projects
going on at any one time. The deliveries are afrakey or turnkey-plus type. The monetary
value of a project usually ranges from one to thmalion euros. The customer base is
consolidating, with larger customer organizatiomtmuing to grow and smaller ones

specializing. The competitive situation of the camyp is characterized by a competition with
much larger rivals. This makes competition toughce the large competitors are able to
deliver complete plants to customers. In additiorthese large companies, the competition
consists also of locally operating competitors.

Cross case analysis

In the following, we will analyze characteristicktbe project business and characteristics of
the project business firms. The focus of the cazs®e analysis lies especially on the

characteristics that the proposed typology is base(see Figure 1). The cross-case analysis
itself is presented in Tables 3 and 4.
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Table 3. Cross-case analysis of the nature of girbjgsiness of the case companies

NATURE OF Provider of capital Manufacturer of Solution provider in Manufacturer of

PROJECT goods in the metal heavy equipments filtration automatic roll

BUSINESS industry for logistics wrapping systems
operators

International nature
of business

Large and global
customers around thg
world. Asia the most
important area.

Municipal and
private, global and
local customers
around the world.

Global customers
around the world.

Global customers
around the world, the
majority in Europe.

Long term nature of
business relationship,

Customer

s relationships are
long-term in
character. The
majority of sales
come through
engineering
companies.

The company very
intentionally strives
for committed long-
term customer
relationships.
Especially customers
having suitable long-
term supplier
orientation and
mindset are valued.

Long-terms customer
relationships. A
remarkable part of
sales comes through
engineering
companies. Service
business has an
essential role in
creating competitive
advantage and
establishing long-term
customer
relationships.

The company has a
couple of global long-
term customers and also
many local customers.
The players are
identifiable in the
industry. The role of
engineering companies
has diminished. The
customers can buy
after-sales services from
other suppliers.

Processual nature of
sales process

The sales processes
vary along business
cycles. The sales
process can be very
long. Project
execution 1-2 years.

Careful pre-phase
working essential.
The sales process ca
last even five years,
delivery process 1-2
years.

Test use of equipmen
essential. The sales

nprocess results in a
deal typically during
1-2 years.

Visit at the site essentig!
at the very beginning.
Sales process typically
quite long, i.e. several
years. Project execution
at least 1 year.

Discontinuous nature|
of business

Not very
discontinuous. There
are hundreds of
customers. Yet, the
majority of sales
come from a limited

number of customers|.

Somewhat
discontinuous.

The majority of sales
come from old
customers. The
majority of business
is project business in
character and the
minority is
equipment sales. A
large equipment base
sold in the world.

Not very
discontinuous, due to
many product lines,
varying customer
industries and the
smoothing and
committing role of
significant service
business.

Discontinuous. The
manufacturing capacity
allows a couple of
projects yearly.
Basically one product
on one customer
industry, which
increases the risk of
discontinuity. After
sales have a modest
role.

Unique nature of
projects

The projects/systems
are extremely unique
and tailor-made.

The products are to
only certain extent
tailor-made, but
projects are unique.
Different offerings
may be supplied.

Extensive product
lines exist and the
products are basically|
as standard-type
products as possible.

The projects are
themselves unique, but|
there is a limited
amount of technological
solutions.

Complexity of
business

Very complex.
Different types of
industries all with
moderate complexity
The company has
very strong
technological
capabilities and
strong position to
develop new
solutions in industry.

Quite complex. A
couple of industries
with limited amount
of customers make
the markets quite
transparent. Varying
offerings and supply
of them complicate
the business.

Not very complex.
However, there are
different types of
customer industries
with varying
complexities.

The business
environment is not very|
complex for the
company, since there ig
only one customer
industry.

Dynamic nature of
business

Very dynamic
business. The
economic cycles
affect very much the
intensity of
investments in

customer industries.

Quite dynamic
business. The
Chinese syndrome
has a big role in the
boom of customers’
investments at the

Quite dynamic
business. Customer
industry technologies
can change rapidly,
this brings dynamism.

moment.

Not very dynamic.
Technologies change
slowly, economic
cycles influence to
some extent.
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Table 4. Cross-case analysis of the nature of thjeqt business firms

NATURE OF Provider of capital Manufacturer of Solution provider in Manufacturer of

PROJECT goods in the metal heavy equipments filtration automatic roll

BUSINESS FIRMS | industry for logistics wrapping systems
operators

Mode of international
operating

Technology supplier.
Sales companies,
service centers and
agents contact
customers in over 60
countries.

Project/equipment

sales. Own personne],
agents and partners inOperations in over 70

more than 40
countries. Very large
service network.

Solution provider by
equipment sales.

countries; in 13
countries the compan
has own selling
departments, and 60
active representatives
around the world.

System supplier. Own
sales people have the
major role in selling.

License manufacturer in
y Asia and agents aroung

the world. International
supplier partner.

Management of
markets and custome
relationships

Key customers
rchange to some
extent according to
project situations. On
some business areas
not KAM system in
use. CRM system is
used mainly in one
business area.

Official key account
system not in use.

Instead, all selected
customers are treated
well. Persons with
the best relationshipg
with customers take
repetitively take care
of them. The role of

CRM not important.

Key customer
program is in use.
Long term
relationships are
created through
account managers an
among other things
through the after sales
services. CRM systen
is in intensive use.

Only a few key
accounts, managed
mainly by good
personal relationships.

A strong reputation as &
dtechnologically

advanced and reliable
company is essential.

CRM system not in use

Y

Dependence of
projects

Quite high. Several
projects yearly. After
sales’ part of sales
not very high, but its
role is important in
facilitating growth
and reducing
cyclicality.

Quite high, but there
are tenths of projects
yearly. The role of
service business is
regional and
significance not very
high.

Not very high, a
significant part of the
turnover comes from
after sales services.
Many customer
industries/product
lines reduce de-
pendence on projects

High. Equipment
business is not very

extensive and there areg

only a few projects

yearly. Service busines
has a very modest role,

172}

Organic structure of

Product line based

Product line based

All the salesmen sell

Projects are organized

power

operations are
managed centrally.

led sales.

firm organization. organization. all products. according to project
character, situation and
skilled staff available.
Decentralization of | Quite low. Sales Quite low. Centrally | Quite low. High.

Strategy formulation
vs. formation

Strategy formulation,
Also features of
formation at the
current business
boom.

Strong and clear
strategy formulation.

Strong strategy
formulation.

Strategy formation.

Coordinators and
liaison positions

Local agents serve a
technical advisors.

D

Some special
marketing research
activities.

High, joint support
functions to different
business units.

Not many coordinators,

because of small
number of personnel.

Job generality

Moderate. The staff
is able to both sell
projects and to
execute them. Yet,
Everyone has his
own role in every
project.

Relatively low.
Project staff has thein
special tasks and

areas of expertise.

Relatively low,
organization divided
into three separate
business units. On the
other hand, all
salesmen sell all the
product lines.

Job generality is
relatively high.
Although jobs are

specified, they are also

changeable if the
situation so requires.
Mainly two different
areas; selling and
delivering.

Dynamics of work
roles

Quite low. Project

manager is in charge
of both tendering and
project execution.

Quite high. The work
roles can be changed
only to some extent.

Quite low. The
company is
transforming from
strictly defined and
entrusted for broader
responsibilities of
experts and

salespeople.

High. In case of

available manufacturing

capacity, everyone is
involved in sales.
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Our third research question is “what types of mbfrisiness firms can be identified?” Based
on the attributes shown in Tables 3 and 4 and atfig them especially to the attributes
shown in Figure 1 (proposed typology), we came tmmclusion that the companies can be
roughly characterized and positioned as follows:

* Provider of capital goods in the metal industrguccessively operating adhocracy firm’

« Manufacturer of heavy equipments for logistics aepans — ‘product-like project business
firm’

e Solution provider in filtration — ‘standard projdmiisiness firm’

* Manufacturer of automatic roll wrapping system&xtfeme project business firm’.

The provider of capital goods in the metal industry is a company which provides very unique

and tailor-made projects in a very complex and dyinabusiness environment. Basically, the

project staff should be both able to sell and eteetive projects. Yet, everyone has his own
role in certain project. Therefore, we can concltide the work roles are quite stable and that
expertise areas are quite specialized. Thus itaapplat the company within the proposed
typology could be positioned quite close to therabgeristics of a “successively operating

adhocracy firm”.

Manufacturer of heavy equipments for logistics operators is a company which manufactures
heavy equipments that in principle vary from eattieoin a limited way. The products itself
are tailored to customers only to certain extentt the projects are quite unique. The
company’s offering can vary significantly, and therent boom due to the Chinese syndrome
makes the business dynamic in character. The ksssirseboth quite complex and quite
dynamic in character. This has implications tojtdtegenerality and dynamics of work roles:
the project staff has special tasks and areaspErége. It appears that the company seems to
match the characteristics of a “product-like projeasiness firm’, although the character of
work roles does not perfectly match to the idepétgharacteristics, especially.

Solution provider in filtration is a company which provides solutions for quitengpnand
different types of process industries by sellingleviproduct lines of quite standard-type
equipment. In that sense the products themselhegjaite standard, and projects can be
unique only to some extent. The business seemw i very complex, but due to different
types of customer industries and the rapid teclgiodd change of some customer industries
the business is quite dynamic. Since the job gdéibera relatively low and the dynamics of
work roles quite low, the company quite well fufithe characteristics of a ‘standard project
business firm’.

Manufacturer of automatic roll wrapping systems is a small company which mainly supplies
systems for one customer industry. The projectssiedves are unique, although there are a
limited amount of technological solutions availablée business environment is well-known
and the technologies are developed all the timeaba slow pace. In these circumstances it is
quite natural that the job generality should batre¢ly high, although in practice the number
of experts available limits this kind of requirerhe®imilarly, in a small company the
dynamics of work roles is naturally quite high, gmebple have to be ready to be involved
both in selling and taking care of projects. Alttiger, the company quite well fulfills the
characteristics of an ‘extreme project business’fir

Answering to the fourth research question “How titeject business characteristics are
related to the case companies’ patterns of actiestllted in the following conclusions. The
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case companies both alleviated troublesome prdjesiness characteristics and aimed at
strengthening these characteristics for creatingdva for their competitors. Typical actions
aimed at alleviating discontinuity were such adi@as emphasizing and increasing the role of
after sales services, escaping from the projecinbss towards equipment sales or the
effective use of CRM-systems. The discontinuousineabf business varied a lot between the
four case companies. The extreme case was the ‘fdletover of automatic roll wrapping
systems” which had only 2-3 deliveries annually. tBe other end, for the “Provider of
capital goods in the metal industry” discontinuiyeant as bust periods in the customer
industries. Discontinuity seems to be a troublesbomness characteristic to deal with. Yet,
without some discontinuity of customer relationshifsleeping relationships) the project
business companies and their staff were not ableséatheir resources effectively during the
project implementation. Thus discontinuity is vengportant especially for companies in
which the job generality and dynamics of work raes high.

The uniqueness of projects was dealt with prodatitn, standardization and modularization
of projects or parts of them. It was interestingnmte that all the firms described and
perceived their projects and offerings as very ueigOn the other hand, for efficiency
reasons, they put a lot of effort into decreasimgqueness in their internal processes.
However, in the sales processes the same compamigkasized uniqueness by promoting
their customer-specific solutions and tailoringliéi Typical actions for strengthening the

uniqueness were turn key deliveries, combining pctal with value-adding and after sales
services. Uniqueness seems to be ambiguous copeegtived differently by different actors.

Conclusions and further research

In the present paper, we have opened up the angusidess characteristics of the project
marketing literature by setting them into the cahtef organization theory concerning
adhocracies and project-based organizational stest Especially, we have elaborated
characteristics of project business firms in cotinaowith their business environment.

Conclusions

In the conceptual pamf the paper we identified theeven key characteristics of project
business asserted in the existing project marketing literature: international nature of business,
long term nature of business relationships, pra@dssature of project cycles, discontinuous
nature of business, unique nature of projects, ¢exitg of business, and dynamic nature of
business (see Table 1). Then we discussed orgamzdé¢sign literature and identifiedne

key characteristics of project business firms. mode of international operations, management
of markets and customer relationships, dependehqe&apects, organic structure of firm,
decentralization of power, strategy formulation ¥srmation, coordinators and liaison
positions, job generality, and dynamics of worleso{see Table 2).

After identifying the characteristics, we identdiewo core differentiating dimensions for
project business firm’s organizational design. 8itileese dimensions are orthogonal, we were
able to propose a typology of project based firffise proposed typology includes two
differentiating dimensions: “Uniqueness of projéasd “Nature of mutual adjustment within
and between projects” (see Figure 1).

In the empirical parof the study we first studied what types of projegsiness firms can be
identified in light of the proposed typology. Ouepassumption was that the four companies
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would be quite differently positioned within theptlogy. After conducting the cross-case
analysis it came evident that the case companiesotdpurely represent the proposed ideal
types, although the companies clearly differ fromeheother within the typology. Especially
the case company “Manufacturer of heavy equipmfamtfogistics operators” did not match
quite well to any sections of the proposed idepblygy.

The dimension “Uniqueness” seems to be ambiguouk difficult to conceptualize, for
example. To characterize companies and their bssiokaracteristics more validly, simple
differentiating characteristics such as the anmuahber of projects and the size of each
delivery could be used. The firm which deliversy3 projects per year is in a very
different position compared to the firm executingeohundred projects per year. The
possibilities to standardize or productize the rafigs vary accordingly.

With respect to the second differentiating dimensio the typology “The nature of mutual
adjustment” we argue that the companies clearligddretween themselves. Since the present
paper concentrates on business and firm charaatsrisve were unable to make in-depth
analysis of the stability of the work roles and tbeel of job specialization on the project
level. However, this dimension is clearly relevamd differentiating when classifying
different types of project based firms. This dimenscertainly needs further research
attention especially on the project level.

We feel, however that illustrating the challengésmanagement of these project business
companies by using the developed ideal types wdagd beneficial, except for the

development of the companies themselves, also lier advancement of theories of

management project business. In the present staedyave shed some light on how the four
case companies cope with the challenging businéssacteristics by designing their

organizational characteristics more or less consceay.

Further research

In the theoretical part of the present paper weéat a typology proposing four ideal types of
project business firms: ‘Successively operatingoaddcy firm, ‘Product-like project business
firm’, ‘Standard project business firm’, and ‘Extne project business firm’. Despite of our
attempts so far, we were unable to identify pelyectear-cut ideal types within our case
selection.

To find clear-cut ideal types in the empirical leweould require further and extensive
analyses among the existing case companies. Addilo it might be useful to refine
possible new case company selections by utiliziveg results gained in the present study.
Still, we believe that in spite of further studie$, probably proves that some sub-
characteristics differ from those of theoretica@datl configurations. In that sense ideal types
possibly remain theoretical.
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