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Introduction

Project business, i.e. business built around dismoous, unique and complex project deliveries, has
attracted considerable research interest espediatigg the two last decades (see reviews in Skaate
& Cova 2005; Cova & Salle 2006; Tikkanen et al. 00/hitley 2006). Attention has been paid to
the special characteristics of the firms, suchheas fluid, temporary nature of the organizational
structures and the memberships in multiple netwoflssthe kind of universal features of project
business are often noted the uniqueness, task eaitypand time-limitedness of the projects (Cova,
Mazet & Salle 1996; Soderlund 2004).

Although there is, until now, a considerable amoohticademic literature cumulated on project
business firms (e.g. Mattsson, 1973; Bansard, C&v&alle 1993; Cova & Holstius, 1993;
Hadjikhani, 1996; Soderlund 2004), the diversitytloé firms is not well recognized (cf. Whitley
2006). Knowing industrial business relationshipsédbased on wide variety of interactions between
buying and selling firms (e.g. Hdkansson 1982; F&&80; Ford, Hakansson & Johanson, 1986), we
emphasize the influence of customers on the imphatien of projects and the design of
organizational structures in project business firlie argue that the extent of customer involvement
in project planning and implementation has stroffgce on both the organizing of individual
projects and through that on the overall structiréhe selling firms. The needs of the customees ar
translated into, for example, job descriptionsgsobf individuals, mutual adjustments and other
project management practices.

In the present paper we aim to illustrate the ditgrof organizing in project business firms. We
synthesize internally consistent configurationgdefl types of project business firms with respect
the influence of customer on organizing of singlejgcts and organizational design in selling firms.
Our research questions are as follows:

* What the main differentiating dimensions charagteg project business firms are?
* What kinds of organizing logics in relation to cuser involvement can be identified in
design of project business firms?

To answer the above questions we, firstly, buildlenconfiguration approach of organization theory
(Mintzberg, 1980, 1983) and previous charactemratiof project based firms (e.g. Eccles, 1981;
Lundin and Séderholm, 1995; Payne, 1995; Powefi619Vhitley 2006). Organization literature has
gone deeply into the interwoven nature of orgaiomal structures and the characteristics of
business environment. The earliest thinking abogamizational structure was dominated by the
‘one best way' approach; in other words, there wasvrong’ and a ‘right’ way to design an
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organization. The later theory moved towards ahdapends’ approach, known as a contingency
theory. According to the theory, organizationalistures reflect the organization’s situation — for
example size, type and nature of environment. énpgresent study, we follow the third phase of
organizational theory development, the so calleafigaration approach which concentrates on the
interrelated dynamics of organization structure buasiness environment change. On the basis of the
previous literature we propose a conceptual typotafgproject business firms.

Secondly, we elaborate on the conceptual typolbgyugh a multiple case-study. We examine the
organizing of business in four project businessigilwithin process technology industry. The firms
are a provider of capital goods in the metal indushanufacturer of heavy equipments for logistics
operators, a solution provider in filtration andnanufacturer of automatic roll wrapping systems.
Within these four firms we identified twelve difegrtly organized units that we used as the cases. As
a result of the analysis, we present four empigcgtounded configuration of organizing logics in
project business firms. In the configurations wepkasize the influence of customer involvement on
the project organizing and on the overall orgamirati design of the selling firms. These three
differentiating dimensions include eight elemefhist tare in interaction and can be used to describe
configurations named as product-like project busshesuccessively operating adhocracy, standard
project business and extreme project businessel®end, we suggest some development paths to the
different types of project business firms and tisestomer relationship management.

Research on project based firms

As a starting point for our study it is importantrhake a distinction between project management
(single projects), projects as management tools@gament by projects) and management of project
business (multi-project organizations) (cf. Sodedlu2004). Project management concerns the
management of individual projects. Originally, fexample, the International Journal of Project

Management has served the needs of managers ofdual projects. The discussion has had a
strong technical emphasis with various types ohmilag techniques, e.g. PERT, Gantt charts and
critical path method. Thus the intellectual roofstlis tradition are in engineering and applied

mathematics. The second discussion concerns masch management tool. It examines situations
in the “normal” business where projects are usededscles of internal development. Nowadays

both large multinational corporations and even srtedhnology-based firms are organized by

projects and can be described as project intemsgyeanizations.

The third discussion concerns industry logic, sggtand organizational structure when selling and
delivering more or less extensive projects (e.gx dar Merve, 1997; Dvir, Lipovetsky, Shenhar &

Tishler, 1998; Sandhu & Gunasekaran, 2004). Tylyicaky use the perspective of executive level
management. The present paper focuses on the digadission concerning the management of
project business. In other words, we analyse nputiject organizations, i.e. project based firms
operating in project business (cf. S6derlund, 2@024).

Project business firms (or temporary organizatidmsye, especially during the two last decades,
attracted considerable research interest as nemsfaf organizing business activities (see e.g.
Lundin & Séderholm, 1995; Whitley, 2006). Attentibas been paid to the special characteristics of
the organizations, such as the fluid, temporaryuneaif the organizational structures and the
memberships in multiple networks. As the kind oiversal features are often noted the uniqueness,
task complexity and time-limitedness of projectsy&, Mazet & Salle, 1996; Sdderlund, 2004).

Mintzberg (1980) suggests two types of adhocracias)ely administrative and operating, the latter
including typical features of project business BtnThe operating adhocracy innovates and solves
problems directly on behalf of its customers. Kds experts from different specialties into smagothl
functioning teams. It has an organic structure wittle formalization of behaviour, extensive
horizontal job specialization based on formal fragn a tendency to group the professional
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specialists in functional units to deploy them madl market-based teams. It relies on the liaison
devices to encourage mutual adjustment — the kesdowating mechanism — within and between the
teams. The power is delegated unevenly accordingkpertise and need. Therefore, the structure
becomes selectively decentralized both horizontatigt vertically. The administrative and operating
work tends to blend into a single effort. Strategyot imposed from above, but emerges from the
stream of ad hoc decisions made for all the prsject

Operating adhocracies (Mintzberg, 1980) act in mmments that are both dynamic and complex
demanding sophisticated innovation. The more dyoaemi organization’s environment, the more
organic is its structure. The more complex an adggion’s environment, the more decentralized its
structure. Consequently, the only organizationalcstire in this type of hostile environment is a
project based organization. On the other handgeptd)ased organizations can, compared to other
organizational structures, choose these types sihbss environments. Furthermore, many of them
tend to simultaneously attempt to find businessrenments allowing more bureaucratic structures
and actions. Adhocracies are typically young, abee time encourages an organization to
bureaucratize.

Lundin and Séderholm (1995) summarized the cefaedlres of a project based organization to the
concepts of time, task, team and transition. Theomance of time horizons and time limits is seen
in the need for highly organized way of dealinghntime problems and of acting according to the
perception of time pressure and seeing it as sclinear and valuable. Organizations are in practic
built around tasks that in turn can be defineddcelher of once-in-a-lifetime or more standardized
type of projects. Lundin and Soderholm (1995) divitiese tasks to two fundamentally different
ones naming them as unique or repetitive. Tasksraject based organizations are carried out by
teams. With respect to acting in teams Lundin aédegolm (1995) emphasize behaviour in two
directions. On one hand, teams involve commitmeiiting between different kinds of individuals
and on the other hand legitimacy building betwelea team and the surrounding environment.
Transition covers all the activities through whtble project goals are achieved.

In addition to defining the universal features etéerizing project business firms, a few reseascher
have searched for differentiating dimensions alamch the diversity of organizational structures
and logics of organizing in project business fitas be examined. Although Mintzberg (1980) sees
project business firms primarily as adhocracieg thmensions he uses to differentiate the
organizational configurations can also be utilitedlescribe the diversity of project business firms
In the following, when looking for the strategiar@nsions characterizing project business firms, we
build especially on Mintzberg (1979; 1980, 1983) &hitley’s (2006) recent typology.

Characterizing project business firms: A conceptuatypology

According to Mintzberg (1979, 1980, 1983) all orgations can be described in terms of six parts:
operating core, strategic apex, middle line, teestnacture, support staff and ideology. In relation
the context certain parts are more important thémers. Among Mintzberg’'s organizational
configurations innovative adhocracies are very elts project business firms. When generally
speaking of innovative organization, the key p&rrganization is support staff that pulls indivadu
experts and units to collaborate. We argue, howebat the diversity of project business firms
makes the reality of organizational design morediiied.

Mintzberg (1979, 1980, 1983) also distinguishes difterent coordinating mechanisms: mutual
adjustment, direct supervision, standardizationwafrk processes, standardization of outputs,
standardization of skills and standardization aihm@ Important point is that organizations favoe on
mechanism over the others. Mintzberg argues thiab@edcies rely for coordination especially on
mutual adjustment. However, the different situagiof project business firms are likely to encourage
the adoption of the other coordination mechanisyos t
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Thirdly, Mintzberg lists the main parameters of igasas following: job specialization, behavior
formalization, training, indoctrination, unit graag, unit size, planning and control systems, @iais
devices and decentralization. These parametersniiete the division of labor and achievement of
coordination in the organizations.

Whitley (2006) presents a typology of project bafieds in which the firms are divided into so
called hollow, craft, organizational and precariéusns. Project business firms vary considerably in
the kinds of projects they produce, the level ofkatiand technical uncertainty they have to deal
with, and their organizational complexity (cf. Covahauri and Salle, 2002). Projects can differ in
terms of their customization, ambiguity of spedtfion, and the extent to which customers co-
produce them. They are also more or less disdrégrchangeable, predictable, and technologically
continuous (Tushman & Anderson, 1986; Breschi & elah, 1997). Furthermore, the variety,
interdependence, and stability of knowledge andss#iffer considerably between project firms, as
does the uncertainty of their work environments W, 2006).

The differentiating dimensions by Whitley (2006 cern, firstly, the extent to which firms focus on
developing unusual, sometimes one-off, products seices for varied, and often uncertain,
markets and, secondly, the extent to which the rorgsion of expertise, tasks, and roles is
predictable and stable over projects. Such vanatlave significant implications to the management
of firms.

The first differentiating dimension of project boess firms Whitley (2006) names as the singularity
of the goals and outputs. Singularity contrastséhproducing a single or small number of quite
different kinds of results for different customersmarkets from those conducting a series of rdlate
projects producing similar kinds of outcomes. Therensingular are outputs, the more likely

organizations will have to deal with exceptiongheir routines and adjust to variations in material

and the work environment. Singularity of goals andputs in projects converge the concept of
uniqueness that is used very much in project miaudceiterature (see e.g. Cove & Hoskins, 1997;
Mandjak & Veres, 1998; Cova, Gauri & Salle, 2002herefore, we have chosen the variety of
uniqueness as the basic differentiating charatiens project business firms.

The second differentiating feature of project basmfirms proposed by Whitley (2006) concerns the
distinctiveness and stability of work roles, praiesal identities, and skills within project teaarsd
over the course of several projects. Also, theinaity of patterns of work coordination and control
across projects is considered. In some craft-daihaectors roles and skills are clearly separated
throughout projects, and skill-based identities agmstable over a succession of projects, if not
indeed entire working lifetimes. This enables projeeams to be quickly assembled and to work
effectively together at short notice. We have chdseuse ‘the nature of adjustment within projects’
as the second basic differentiating dimension ofgat business firms. By using this concept we
want incorporate both the ad hoc nature of workg@nd the level of job specialization of individua
experts. The more job specialization exists, tlss kd hoc work roles usually are involved, and the
more sequential nature of adjustment within prgjéend to be. In Figure 1, we present a typology to
describe different types of project business firms.
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Uniqueness of projects

Low

Product-like project business

Projects are pretty simil:
only incrementally changing.

No stability of work roles

High

Extreme project business
Projects are always unique.

No stability of work roles
experts chosen based on current

Parallel experts chosen based on current work load.

work_lc:_ad,dworkkrolef n_ot ;/e il High general skill level demanded
specialized, tasks relatively simple. throughout expert level, everyone
High general skill level demanded has to know each other’s exper

Nature of throughout expert IeveI,, everyone area.

. has to know each other’s expertise area.

adjustment
Standard project business Successively operating adhocracy
Projects are pretty simil: Projects are unique.
only incrementally changing. Work roles are stable, everyone

Sequential Work roles are stable, everyone own distinct role in every project

own

. . . Everyone’s expertise aree
distinct role in every project

specialized.
Everyone’:expertisi area i
specialized.

Figure 1. Typology of project business firms.

The typology enables us to identify four ideal tyeé project business firm&irst, we call as the
‘standard project business firms’ companies thatharetty similar, only incrementally changing
projects. Typically, in these projects work rol@s atable; everyone has his/her own distinct nole i
every project and everyone’s expertise area isialmad. Thesecond type of project business firm
is labelled as the ‘product-like project busingas’f In these companies the projects also tenieto
pretty similar with only incremental changes. Hoeevthere is no stability in work roles, and
experts are chosen based on their present work Wadk roles are not very specialized, since the
tasks are relatively simple, but high general slltel is demanded throughout the expert level.
Every expert has to know each others expertise @heal, ‘successively operating adhocracy firm’
has unique projects. In these projects, work rales relatively stable and everyone has his own
distinct role in every project. Everyone’s expegterea is typically specialized. Thaurth type of
project business firm proposed in the typologyhis textreme project business firm’. This type of
firm has very unique projects and there is no Btgmf work roles. The high general skill level is
demanded throughout the expert level, and evergrexias to know each others expertise area.

As Whitley (2006) argues the general level featwmser a wide variety of different kinds of project
business firms. This variety is not well describdedprevious research. Moreover, majority of
previous research pays limited attention to thelwvement of customer in project implementation
and customer influence on overall organizationaligte of project business firms. For example, the
nice characterization by Lundin and Soéderholm ()988Il describes the time related effects of
project-based organization for organizational stmecand activities. The aspect of task, howewer, i
one-sidedly reduced to cover the internal orgagiziwithout conceptualizing the complex
interactions with customer organizations. The temspects of project organizations are, in turn,
simplified into commitment and legitimizing behanis whereas we want also to remind the role of
customer in organizing project teams. The needb@ftcustomers are translated into, for example,
job descriptions and roles of individuals, mutudjuatments and project management practices. The
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transition from goals to accomplished projectsyad, is typically to a great extent influenced by
different interactions with customer organizati¢ese also Tikkanen, 1998; Skaates et al. 2002).

Whitley (2006) defines singularity of the goals amdputs and stability of work roles and tasks as
the differentiating features of different kindspbject-based organizations. Therefore, the typolog
focuses on the issues internal to the project legsifirm. In contrast, we aim to describe in dejpén
influence of customer involvement in design of migational structures and project organizations.
We argue that the extent of customer involvememirapect planning and implementation has strong
effect on both the organizing of individual prog&nd through that on the overall structure of the
selling firm.

In the following we elaborate on the theory by gsempirical data from four firms. We use the
differentiating dimensions of organizational stiret management of projects and customer
involvement to characterize project business fiafnthe typology.

Research design and empirical data

The purpose of the empirical part of the presamdysis to elaborate on the typology of the project
business firms. The methodology used follows abdeatesearch logic (Kovacs & Spens, 2005),
where both theoretical propositions and empiricatanal are used as a source of knowledge for
further development of the conceptual typology odjgct business firms. The study represents a
qualitative methodology and includes a multipleecstsidy setting.

The research at hand is a part of a larger resqamjbct, which focuses on multiple aspects of
project based and customer reference driven bissiddgsits extreme form any customer reference
driven industrial business is very close to custedraen project based business (Salminen &
Moller, 2006). The topic of the present study wascavered within the ongoing research project.
According to Gephart (2004), this kind of qualwatiresearch setting is likely to produce substhntia
new insights, because large research projectsafpienable us to discover new research gaps
relevant to both practice and theory. The four canigs (see Table 1) well represent project
business firms whose business, by definition, idt round discontinuous, unique and complex
project deliveries. The companies are of differ@nés varying in terms of their annual turnover as
well as the number of personnel. The companiesesept different types of process technology
industry equipment manufacturers but all the congsadesign and implement long-term investment
projects to industrial customers. In financial ternthe magnitude of the projects varies greatly
within the companies due to different product arelivéry ranges. Therefore, examining the
organizing logics in these companies makes seimse fne point of view of the objectives of the
present study.

Table 1.Basic information on the four project businessiirunder examination.

Company Cranes Plc. Mining Filtration Plc. Roll W rapping
Technology Plc. Inc.

Description Manufacturer of Provider of process Provider of filtration Provider of paper
heavy material technologies for equipment and related roll wrapping and
handling equipment the mining and services to the mining handling systems
for logistics metals industry and metals industry  for the paper
operators such as and chemical process industry
ports, harbours, industry

shipyards and
offshore industry

Size 7500 employees in 1800 employees in 450 employees in 40 70 employees
about 40 countries 18 countries countries
Duration of From over a year to 10-36 months Up to 2 years Ada?i years
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projects several years
Magnitude of Big variation Technology Contract values range 1-3 million euros
projects between product packages between from 300 000 euros up
lines, cranes up to 20 3-70 million euros to 5 million euros
million euros and large turnkey
deliveries up to
200 million euros
Business units  Standard lifting Minerals Mining and Not divided to
Heavy lifting processing metallurgipal smaller units
technologies
. Base metals
Service

Chemical process

Metals processing technologies

After sales services

When getting acquainted with the four project bassfirms under study we noted the organizations
to consist of several business units whose wayoaigdbusiness differed significantly from each
other. Altogether we could see twelve embeddedsunibe examined (see Table 2). Therefore, the
four companies actually provide us a wide platfdour researching different organizing logics in
project business.

In the empirical analysis we found four units feliag the organizing logic of a product-like project
business. All these units belong to Cranes Plc. Uinits follow the logic of a successively operating
adhocracy; one from Mining Technology Plc. and fnoen Cranes Plc. Standard project business
logic is found from Filtration Plc. and in Craneg.l The remaining three units, two from Mining
Technology Plc. and the whole Roll Wrapping Indloiw the logic of extreme project business.

Table 2.Cases analysed according to their organizing $ogic

Company Cranes Plc. Mining Filtration Plc. Roll W rapping
Technology Plc. Inc.

Product-like project business Heavy duty lift
trucks
Harbour cranes
Shipyard cranes

Light crane
systems
Successively operating Process cranes  Turnkey
adhocracy deliveries
Sandard project business Industrial cranes Filtration
solutions
Extreme project business Technology Roll wrapping
deliveries systems
Equipment Modernization

deliveries

The empirical material used in the present studgasiposed of interviews of managers of the
selected firms, focus group interviews and workshapd more informal discussions in relation to
research project (see Table 3). The different datkection methods enabled us to have different
types of data. Firstly, the personal interviewsvided us with individual perceptions of the main
determinants of interviewees’ work and the naturéhe business in the units or business areas
which their represented. In focus group interviemes were able to get an understanding of the
common determinants of project business. Workshepee organized in order to present our
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preliminary findings to the company managers. Trenagers reflected upon our ideas providing
new insights and feedback on the fit between oeorhand managerial reality. In addition we have
used archive material, company documents and miofes articles dealing with the companies to
get the important details of the companies and thesiness.

The analysis of the data was started straight aagathe first cooperation discussions and personal
interviews were conducted. The empirical data wedyaed through a stepwise process as described
in the following. Firstly, the archive material atite transcripts from the initial interviews were
carefully read through by all the researchers toaggeneral understanding of how the managers see
the business of their firm. Secondly, the earlgiiptetations by the researchers were discussée in t
project group meeting to form a common understandif their business logics and central
determinants of their business making. Thirdly, dla¢a was analyzed in further depth to define the
primary features of the case companies in comparisceach other. Fourthly, along further data
collection in project workshops, case-specific s&rs and project management group meetings we
went back to the literature. We reviewed especidliyntzberg’s configurations to utilize the
dimensions he uses to differentiate organizatigoafigurations in further depth and brought in the
dimension of customer involvement. This enabledouglentify the twelve embedded units which
were used to construct the four internally consistenfigurations of the organizing logics of pudje

business firms.

Table 3.Empirical data collection and types of data.

Company Type of data Interviewees/Participants
Cranes Inc. Cooperation discussion Director, Mamke& Business Development
Personal interviews Director, Marketing & Busin®ss/elopment
Director, one product line
Director, one product line
Product Management Manager
Marketing & Sales Manager
Company-specific seminar Altogether 10 case firamagers and researchers
Filtration Plc. Cooperation discussion CEO

Personal interviews

Company-specific seminar

Mining Technology Plc.  Cooperation discussion

Personal interviews

Company-specific seminar

Roll Wrapping Inc. Cooperation discussion

Personal interviews

Company-specific seminar

All companies Project’'s management group
meeting

Project workshop

Focus group interviews
Management group
Management group
Project workshop
Management group

Director, Sales, Marketing vider
Vice-President, one product line
Vice-President, Sales
Marketing Director
Altogether 10 case firamagers and researchers

SeXige-President & Vice-President, Technology
Vice-President, one produet lin
Vice-President, sales & product line
Vice-President, one product line
Vice-President, sales & product line
Altogether 8 case firrmaggers and researchers

Manadigector
Vice-President, Sales
Sales Manager
Chief Automation Engineer
Financial Manager
Altogether 8 case firrmaggers and researchers

Representatives of all case companies
Altogether 19 case firm managedsrasearchers

Two groups with one man&gen each company
Representatives of all companies
Representatives of all companies
Altogether 17 case firm managecsresearchers
Representatives of all companies
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Management group meeting andAltogether 15 case firm managers and researchers
seminar

Three companies Project workshop Altogether 21 fismemanagers and researchers

Cross-case analysis

In the following we present the cross case analfipgigsing onthe three differentiating dimension$
the organizing logics in project business firmsgamizational structure, nature of project
management and customer involvement (see Tablégl)a result we present four empirically
grounded configurations of project business firms.

Organizational structures

Firstly, the project business firms differ with pest to their overall organizational structure.

Generally speaking all the studied project busin@gmnizations seem to be organic structures.
However, in comparison to each other the configomat can be seen to differ. The most organic
structure is followed by extreme project businaésad where the dynamism of project flow is hectic

and complexity of individual projects for the orgaation is very high. The most bureaucratic

structure can be found in successively operatifgpadcies. Since their project flow is more easily
predicted and individual projects follow predetamsd procedures and timetables. Two other
configurations are more or less in the middle efttho extremes.

Compared to Mintzberg’'s (1980) configurations dike tproject business organizations tend to
emphasize the role of experts in operating corés Wypically flattens the vertical hierarchy of the
organizational structure. However, the project orgations differ with respect to role of

technostructure, support staff and middle manageémen

In case of product-like project business technastine of the organization is in the key role when
standardizing project outputs. Since projects e products they can be grouped into the profit
centers under the middle line managers. The midtdemanagers are the leaders of various product
lines. In case of successively operating adhocsagmjects are relatively similar following
predetermined procedures and timetables contrddedroject managers. The similarity of the
projects makes it possible to group them in pidittres led by middle line managers. In comparison
to product-like project business the middle linenagement is not supported by technostructure
because the projects can not be defined beforelldretefore, we can argue that in successively
operating adhocracy the middle line management nsoee central part when compared to other
confirmations of project business firms.

In standard project business projects consist afutam parts. Therefore, customer-tailored solutions
are possible to implement in a cost effective wégwever, in standard project business inter-project
communication is a crucial coordinating mechanismehhance learning and transferring tacit
knowledge for standardizing projects through cosatf modules. For this purpose support staff is
bigger in number and helps to stimulate commurocatvithin and between projects. In extreme
project business companies operate primarily orhad-basis because of very volatile and
unpredictable customer demands and needs. Theflithis type of organization is built around
selling and implementing projects of various sind &ind. Therefore, business making is to a great
extent of responsive nature.

Nature of project management

With respect to nature of project management indifferent organizing logics we argue that each
one has a different main driver and primary focisatbention. The projects of extreme project
business center on individual customers with whdm project team interacts intensively and
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continuously throughout the project. In the casestaindard project business the role of project
managers is the most central because he/she irtiate® between the customer and the project team
being responsible for the adaptations throughoetpitojects. As mentioned before in the product
like project business technostructure defines tipuis which diminish the role of both customer
and project manager in individual projects. In thse of successively operating adhocracies projects
consist of sequential, predetermined tasks andutlyrelanned timetables.

In product like project business horizontal spézsion of team members is low, since the team
members have no stability of work roles and workdlas distributed on ad hoc basis. It is possible
because of the skill level demands being relatively. In successively operating adhocracies, in
turn, horizontal specialization is high. Team memsbare specialized in their expert areas and
professional skill level demands are high. Spexgaliskills are mainly acquired through formal,

external education. In extreme project businesgbiotal specialization is low. The team members
have no stability of work roles and therefore hggneral skill level is demanded. Typically in this

type of configuration work load is distributed od Aoc basis because planning and predicting
beforehand is difficult and the organization tetalbe young and small.

In standard project business horizontal speciatimas, as well, high the team members being very
specialized in their expert areas. However, inste#fafdrmal education, the specialized professional
skills are acquired through internal education #&waning by doing. In successively operating
adhocracies project managers coordinate prettyaimiiojects, concentrating especially on the time
table of the project tasks. The similarity of threjpcts makes it possible to group the projectsund
the profit centre (middle) management.

With respect to vertical specialization, the indegence of team members in product like project
business and extreme project business is limitedus® of either technostructure or customer giving
instructions and controlling the performance oirthasks. In successively operating adhocracies and
standard project business team members tend tadbpendent and control their own jobs and tasks.

Customer involvement

Third important differentiating dimension of orgaimg logic identified in this study is the customer
involvement. This can be analysed through uniquenésustomer demand on one hand and the role
of the customer within projects on the other haylthe uniqueness of customer demand we refer to
the extent of specifications given by the customehe request for proposal. By role of the custome
within the projects we mean the intensity of intdi@n between the customer and the supplier
throughout the project implementation.

Involvement of customer varies across differentaaiging logics of project business logics. In
product-like project business the level of unigusnis low and customer’s role indirect because of
standardization and concentration in the customsustries. For example, in harbours, the lifting of
containers is quite a standardised task and fewatps operate the business worldwide. In the cases
of successively operating adhocracies and stangamgct business the uniqueness of customer
demand are intermediate and the role of custontdreict. In the first one project manager defines
and leads the project rather independently. Inldtter, customer needs are defined and adjusted in
interaction with the project manager. With resgeatustomer involvement extreme project business
gives the customer the most central role. The wnjmojects are in fact led by customers.

Figure 2 illustrates the customer involvement igamising logics presenting especially the nature of
interaction between customer and project business fn product-like project business the role of
customer is reduced because of technostructurainigfthe characteristics and ensuring quality of
the projects. For example, in practice this coukkamthat the customer presents its needs to the
product manager of the supplier firm and the mandgen suggest appropriate products from its
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existing product range. The width of the productgei is typically based on the long history of the
supplier in the business and experiences of imphatien of different types of customized projects.
The interaction between the customer and the prdyesiness firm is characterised by moderate
mutual adjustment. The role of the customer isngfest in the beginning at the point of the purchase
when it negotiates the product specifications wh#hsales personnel and product managers.

In successively operating adhocracy the custonmcdily outsource the project to the specialised
project business firm. The project business firts as a professional service provider on the lzdsis
its expertise in the needed technologies and psesed he interaction between the customer and the
project business firm can be described as modernatteial adjustment. The customer gives the
context for the needed solution and the timetabtelaudget for the project giving the responsibility
of the design and implementation to the projecirmss firm. Project managers act as links between
the customer and the project team.
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Figure 2. lllustrations of the four different typelsorganizing in project business firms.

In extreme project business the projects themselkesinique, although there is a limited amount of
technological solutions available. The customerirmss environment is well-known and the

technologies are developed all the time, but aloa pace. Customer’s role is central in project
design and implementation, because the technoleggrbes directly a part of the customers existing
technologies and processes. Customer tends toibtnsive interaction with the whole project team
during the project implementation.

Elaborating on the typology: Empirically grounded configurations
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In the above description we have presented theetdimensions and their central elements in
relation to each firm type. In the following we letmate on these dimensions to form logical
configurations of the four types. The underlyingumaption in our configurations is that the nature
of customer involvement has a significant influerozegh on the organizational structure and the
management of single projects in project businessf The configurations are summarized in Table
4.

In product-like project business customers are rakrih defining and providing the product
specifications to the supplier. From the suppli@einpof view the existing industry standards foe th
products make the market more homogenous and nighessible to develop specified product
range. Due to the relatively high level of standzation supplier's organizational structure can be
relatively bureaucratic. For example, a matrix orgation combining product lines with market
areas can be utilized. The project management 98 abncentrated on the output, i.e. the
achievement of the specified product charactesstietermines the success of the project. Key
drivers in this kind of a business are the standatidn of products and development of a strong
brands because the supplier is not willing to tado significantly adapt the offerings to single
customers.

In successively operating adhocracy the customerby buys the project as a turn-key delivery and
thus is mainly focused on monitoring the budget timeétable. Because the customer doe not have a
central role in the implementation of the projeitte supplier is able to develop a bureaucratic
organization on the basis of job specialization andsion of responsibilities. Due to high job
specialization, the nature of the project managenseiask centric. Everyone has their own expertise
area and responsibilities on that basis in a sa@ligmoject implementation process and this erable
the project manager to monitor the timely prog@ssif the tasks of the project. In this kind of
project business, it is essential to have the reeedpertise in-house and to plan and coordinate the
overall project. Customers are typically big glopéyers and the projects can be very extensive.
The role of the middle line is to form a unifiedarface towards the customer.

In standard project business the customer interatemsively with the project manager of the
supplier. This involvement is characterised by higiitual adjustment. The organizational structure
can be described as relatively organic becauste#ims need to be able to form rather freely in each
customer project according to specific customerdaeelhe role of the project manager is
emphasised because they define the needed expamidecollect the team members. The
management of modular offerings and project padffarms essential management challenges.

In extreme project business the customer has atdimBuence on the organizing of the business.
Projects are built around the customers and basgdint development. Extreme project business
firms are typically rather small and thus they noayy have one or two customer projects at a time.
This makes the whole organization live on a projeasis which necessitates highly organic
organizational structure. The lack of formal stumes and importance of knowing each others’
expertise areas emphasizes the effectiveness afmaf information flows. The management of
knowledge inside the organization is an essentsalagement challenge in these kinds of businesses.

Table 4. The four empirically grounded configuragmf project business logics.

Dimensions of Product-like Successively Standard project Extreme project

organizing logics  project business operating adhocracy  business business

| Customer Focused on product Focused on budget and Focused on interaction ~ Focused on

involvement specification timetable with project manager interaction with
whole project team
throughout the
project
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a) Uniqueness of Low Relatively low Relatively high High
customer demand
b) The role of No direct role, Indirect role, project Direct role, customer Direct and central
customer within technostructure ordered by the needs defined and role when defining
projects ensures the quality customer, project adjusted in interaction and controlling the
of products manager defines and  with the project manager projects
leads the project rather
independently
Il Organizational Intermediate, Bureaucratic Intermediate, relative Organic
structure relatively organic
bureaucratic
a) Key Technostructure Project managers Project managers and Experts in the
coordinating part  defining the outputs coordinate pretty support staff, since operating core in
of organization similar projects, projects are pretty similar lead; no clear
projects are grouped in but consist of modular technostructure or
profit centres led by parts, inter-project support staff.
middle managers communication and
learning are crucial
b) The role of Remarkable, Remarkable, middle Intermediate, similar No middle line,
middle line middle managers  managers lead profit  projects grouped under  project directly led
managers inthe  lead profit centres/ centres and take part in middle management by top management
organization market areas planning and defining
the projects
Il Nature of Output centric Task centric Project manager centric Customer centric
project
management
a) Project team Product Time table of project  Customer needs Customer needs
focus characteristics stages transmitted by the project communicated by
manager the customer
b) Horizontal Low High High Low

specialization of
team members

¢) Vertical Relatively low, Relatively high, experts Relatively high, experts  Relatively low,

specialization of ~ outputs are in focus control their own job  adjust mutually their own customer in control

team members job

d) Coordinating Standardization of Standardization of Moderate mutual Direct supervision

mechanism within output by skills by external adjustment and direct by customer and

projects technostructure education supervision by project mutual adjustment
manager of project team
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Conclusions and Discussion

In the present paper we have aimed to illustragedifrersity of organizing in project business firms
We have especially emphasized the influence ofoomst on organizing of single projects and
organizational design in selling firms. Firstly, vaeveloped a conceptual typology of project
business firms on the basis of previous researiais. rfésulted in identification of four differentpgs

of project business firms: product-like project ioess, successively operating adhocracy, standard
project business and extreme project business.eThgses differed in terms of uniqueness of
projects and nature of adjustment within projeSecondly, we determined organizational structure,
nature of project management and customer involnérae the main differentiating dimensions
characterizing the logics of organizing in projeasiness firms. These dimensions were then used in
elaborating the typology to four empirically groead internally consistent configurations of
organizing logics in project business.

Our study emphasizes the interactive nature ofptdjusiness; interaction between the supplier and
the customer is a central element of business rgakinstomer has a significant role in the design
and implementation of projects. The organizing iogke projects, in turn, determines to a great
extent the design of the organizational structufidse varying roles of the customer in project
business have not been thoroughly examined in quswviesearch. The involvement of the customer
can be most active before the project implemematitnen focused on product specification or
budgeting and scheduling issues. On the other rarsipmer may have very active role throughout
the project when constantly interacting with thejgct manager or even the whole project team.

The dimension of customer involvement in the presgnypology can be seen as consistent with
previous classifications of resource interfacebuger-seller relationships, such as supplier iataf
category model (Araujo, Dubois & Gadde, 1999). Adang to the model, from the perspective of
the industrial buyer, the supplier interface candbscribed through four different categories based
on the access to supplier resources. Similarlpuintypology, the customer involvement is centrally
related to the way resources of the project firm accessible and adapted towards customers. In
product-like project business, the customer invalget is focused on product specification and thus
the resource interface between the supplier andctistomer can be described as standardized
interface (Araujo et al. 1999) where the connectimiween user and producer context can be
minimal. Similarly, in extreme project businessge thustomer involvement is characterized as
extensive interaction throughout the whole proj@bich can be labelled as Interactive interface
according to the Araujo et al. (1999) model. Chmastic to this kind of interaction is joint
development based on combined knowledge of thandgroduction contexts.

An interesting issue is also related to the develemt or change in the identified organizing logics.
For example, in order to grow, companies in extrenogect business may need to be able to develop
their operations towards product-like business whmoductization and standardization are eligible
management objectives. In the software industnyekample, there has been a lot of research on the
way software companies develop from small projedimess firms towards large product business
firms (e.g. Alajoutsijarvi, Mannermaa & TikkanenQQ@D; Sallinen 2002). According to this
literature, managerial challenges related to tloevtr of small software firms include management
of customer relationships and understanding ofdifierent business logics. Managing different
ways of operating such that they enhance compaasniteg represents a significant dynamic
capability in the development of software firms I({®an, 2002). Thus we can argue that
understanding the varying business logics in ptdpesiness may help companies in management
challenges related to business growth. Interdstingowever, in our study also the large
multinational companies had extreme project busitgse of businesses as well. Thus tailoring and
close co-operation with the customer are likelyp&othe kinds of business logics that are needed
despite the existence of product-like businessckogarallel to organizing logics with more intense
interaction with customers.
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With respect to the managerial implications ourotggy can be used to help managers comprehend
the variety of behaviours in project business firfaspecially the questions how structures emerge,
why certain problems occur and why and how theylmmanaged over time (cf. Mintzberg, 1980).
We argue that the extreme project business is thst ohallenging to manage. These companies are
typically small and young with insecure businessizoms. To stabilize the business they strive
towards the three other types of project busingsssf To stabilize the business they can rely on
standardization either of projects (outputs), tasksl/or modules. Naturally, a fundamental
prerequisite for this is constant flow of projecters. As a consequence, the customer involvement
with the project team throughout the project reduddne three other types of project business firms
rely on one type of standardization in their busmdf these companies are to expand their business
to new business areas or customer industries tey to accept to logic of extreme project business
in order to learn the customer requirements.

An interesting confrontation in management of pbjbusiness is between standardization and
tailoring. All the firms examined in this study peived their projects and offerings as very unique.
On the other hand, for efficiency reasons, theyaplat of effort into decreasing uniqueness inrthei
internal processes. However, in the sales procdhsesame companies emphasized uniqueness by
promoting their customer-specific solutions andotaig ability. Typical actions for strengthening
the uniqueness were turn key deliveries, combirpngducts with value-adding and after sales
services.

We feel, however that illustrating the challengésmanagement of these project business companies
by using the developed ideal types would be bemdfiexcept for the development of the companies
themselves, also for the advancement of theoriemaiagement project business. In the present
study we have shed some light on how the four casganies cope with the challenging business
characteristics by designing their organizatiotearacteristics more or less conscious way.
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