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Abstract

Purpose — The purpose of this paper is to develop further understanding of the interdependence
between product and organization subsystems in the context of major projects by empirically elaborating the
volume-variety matrix.

Design/methodology/approach — Projects are perceived as systems that include a product subsystem (the
project outcome) and an organization subsystem (the temporary multi-firm organizational network that produces
the project outcome). This study addresses product-organization interdependence by analyzing product and
organization subsystem components in terms of their uniqueness and reuse across multiple projects. The
empirical analysis focuses on four global renewable fuels refinery projects implemented by Neste from 2003 to
2011. The refineries are based on the same proprietary technology but are unique at the project level.
Findings — The findings indicate interesting interdependencies between product and organization subsystems
when analyzed at the component level: the findings suggest both diagonal and off-diagonal positions in the
volume-variety matrix. An example of an off-diagonal position is a reused organization subsystem component
associated with a unique product subsystem component, meaning that choosing the same organization in a
future project can be used for acquiring an improved and, thereby, unique product subsystem component.
Originality/value — The study elaborates upon the volume-variety matrix in the context of major projects.
The findings related to off-diagonal positions in the matrix provide new knowledge on combinations at the
component level where a reused organization can be associated with a unique product, and vice versa.
This has direct implications for management of projects.

Keywords Product-organization interdependence, Project operations, Project subsystems,

Uniqueness in projects, Volume-variety matrix

Paper type Research paper

1. Introduction

Projects are defined as “temporary endeavors, undertaken to create a unique product, service,
or result” (PMI, 2017), while “major project” are projects producing highly complex systems
(Maylor and Turner, 2017; Turner et al,, 2014)[1]. The products of major projects include power
plants, railways, Olympic parks, airports, and other long-term assets (e.g. Gil and Tether, 2011,
Hobday, 2000; Turner et al, 2014). In recent decades, the number and importance of such
major projects has continued to grow significantly (Browning, 2010; Bryde, 2003; Maylor and
Turner, 2017) and in general we live in a “projectified world” (Geraldi ef al, 2011).

Projects can be perceived as systems, consisting of a combination of at least five
subsystems: product, process, organization, tools, and goals (Browning et al, 2006;
Ramasesh and Browning, 2014). The product subsystem is the result of the project
(product or service, such as airport or power plant), which itself is a system of components,
while the process subsystem is the work done to achieve that and the organization
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subsystem consists of individuals, groups, teams, or other organizational units doing
the work (Browning et al, 2006; Ramasesh and Browning, 2014). Compared to
manufacturing operations, a project’s product is typically characterized as new and
unique (Ramasesh and Browning, 2014) and its process is characterized by high variety
and low volume (Davies and Frederiksen, 2010; Maylor and Turner, 2017; Oltra ef al.,
2005). The organization — essentially the production system for creating projects — is a
temporary network of for example engineers in a product development project (Gokpinar
et al, 2010) or a temporary network of multiple firms, including contractor firms and
service providers, in the context of major projects (Artto and Kujala, 2008; Bryde, 2003)[2].

One of the key challenges in projects is how to match the organization subsystem to the
product subsystem to ensure successful production of the project (Baldwin and Clark, 1997;
Gokpinar et al, 2010; Sosa et al, 2004). This similar interdependence of product and
organization is also established in one of the fundamental frameworks in operations
management (OM) research in the manufacturing setting — the volume-variety matrix
(Hayes and Wheelwright, 1979) — which Davies and Frederiksen (2010) elaborate and add
projects to it, suggesting that high variety, unique project products are associated with
one-off project organizations that develop and complete the product. The existing research
on product-organization interdependence focuses on firm- or project-level analysis,
suggesting that unique product is associated with a unique/one-off organization. This is
challenging as we know well from practice that projects are not all-unique products
produced by a one-off organization but can include product components that are similar
across projects, which are completed partly by same network of organizations (e.g. Geraldi
et al, 2011; Oltra et al, 2005). This calls for a more detailed investigation at the level of
product and organization subsystem components, to develop understanding of the nature of
product-organization interdependence in major projects.

This study addresses the question:

RQ1. How are product and organization subsystem components interdependent in the
context of major projects when analyzed by the dimensions of their uniqueness
Vs reuse?

It elaborates upon the volume-variety matrix (Davies and Frederiksen 2010; Hayes and
Wheelwright, 1979) in the context of major projects by analyzing the uniqueness and
reuse of the components of project product and organization systems (Ramasesh and
Browning, 2014; or “microstructures of projects” Engwall, 2003) across multiple projects.
This elaboration is based on analysis of empirical data collected by a single embedded case
study of four projects to design and build renewable fuel refineries planned and executed by
Finland-based oil company Neste[3] to establish and expand its operations globally: two in
Finland, one in Singapore, and one in the Netherlands (Rotterdam). This multi-project setting
allows examination and comparison of project product and organization subsystems at the
component level (Bendoly and Swink, 2007; Browning, 2010; Engwall, 2003)[4] by looking at
the uniqueness and reuse of those components across projects. Product-organization
interdependence is analyzed across five distinct project elements: automation system,
hydrogen plant, catalyst system, pretreatment system, and reactor unit.

This study makes the following contributions. The study provides further
understanding of project product-organization interdependence by elaborating the
volume-variety matrix (Hayes and Wheelwright, 1979) in the context of major projects.
Through a detailed analysis of project product and organization subsystem components,
the study supports the argument that product and organization are interdependent in the
project context (Davies and Frederiksen, 2010; Gokpinar ef al, 2010), while simultaneously
giving more in-depth understanding of the interdependence of the project subsystems
(Browning et al., 2006; Ramasesh and Browning, 2014). The findings illustrate off-diagonal
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positions in the matrix when analyzed at the subsystem component level and we then
provide explanations for these findings. The findings indicate that uniqueness of the
product subsystem component is not necessarily associated with unique organization
subsystem component. In this respect, these findings about off-diagonal positions are
somewhat contradictory to Hayes and Wheelwright (1979). Providing explanations for
such off-diagonal positions also supports the contingency view rather than the best
practice view dominating OM and PM research (Boer et al, 2015; Geraldi et al., 2011;
Ketokivi and Schroeder, 2004). And finally, whereas OM research has tended to focus on
manufacturing operations, this study responds to the call for providing more detailed
understanding of project operations (Maylor et al, 2015).

2. Literature review

2.1 Product-organization interdependence

Building on the fundamental works on operations strategy by Skinner (1969) and
operations processes by Woodward (1965) and Hayes and Wheelwright (1979) proposed
that product and production process are tightly linked in the manufacturing context.
The resulting matrix — the volume-variety matrix — is one of the fundamental frameworks
of OM research. The matrix indicates that products and production processes vary from
one of a kind (low volume) to highly standardized (high volume), and from highly flexible
to highly standardized, respectively, and that product and process are tightly
interdependent; for example, high volume, standardized products are produced by mass
production or flow processes.

Hayes and Wheelwright (1979) focused on manufacturing operations and did not
explicitly include projects in their discussion. Projects, however, could be placed in the
matrix toward one end of the spectrum as being products with unique (low volume) to
medium volume associated with medium to highly flexible (variety) processes (Maylor et al,
2015; Oltra et al, 2005). The volume-variety matrix has more recently been elaborated in the
project context; Davies and Frederiksen (2010) suggested that projects represent a distinct
process type in their own right, with a unique product and one-off temporary organization
as the production system. The research by Davies and Frederiksen (2010) in the project
context, however, takes a project-level approach, ignoring potential similarities or
differences between project parts (see e.g. Engwall, 2003).

The prescriptive value of the matrix is widely established and it has been subjected to
numerous tests (e.g. Ahmad and Schroeder, 2002; Helkio and Tenhiala, 2013; Safizadeh ef al.,
1996; Schmenner and Swink, 1998). The matrix, however, has also been challenged
(e.g. McDermott et al, 1997), and most empirical studies have found no support for its
performance implications (see literature review of Helkio and Tenhiala, 2013). Others
emphasize only its descriptive nature (e.g. Schmenner and Swink, 1998).

Major projects and complex systems delivered by multiple firms and other
organizations, each specializing in designing and completing specific component of the
product (Brady et al., 2007; Flyvbjerg et al., 2003; Gil and Tether, 2011). Thus, a temporary
organizational network as a one-off production system produces the project product
(Artto and Kujala, 2008; Brusoni and Prencipe, 2006). Both early (e.g. Sayles and Chandler,
1971) and recent (e.g. Morris, 2013; Browning et al, 2006; Engwall, 2003; Ramasesh
and Browning, 2014) research suggests that projects can be seen as systems that include
subsystems composed of components or “a large number of parts that interact in a
nonsimple way” (Simon, 1962, p. 468). The components in product subsystems can be
considered equivalent to product modules (Salvador et al, 2014) and, similarly,
the organizational subsystem includes organizational components. Similar to the
project level, the components of product and organization subsystems are assumed to
be interdependent.



2.2 Product-organization interdependence in the project context

This section presents a synthesis of the research addressing product-organization
interdependence in the project context under three paragraphs with the following
rubrics: the product determines the organization in the project context; organization
determines the product in the project context, and; the connection between the product
and organizational architectures.

Product determines the orgamization in projects. Since the inception of modern project
management in the 1950s, it has been widely believed that a project’s product is
defined, designed, and pre-set in the initial plan (Gaddis, 1959), and only then is the
project organization structured on “divisions organized around the end-product”
(Morris, 2013, p. 23). Hence, there is a tight link between project product and organization;
in addition, the organization is working on a pre-determined set of product specifications
(Gaddis, 1959; Morris, 2013). This stream pays attention to establishing detailed product
specifications in terms of, for example, the physical product and its functionality (Morris and
Hough, 1987), capacity for creating long-term value in operations after the project’s completion
(Artto ef al, 2016; Morris, 2013), and outcomes that contribute to the overall business success
(Shenhar et al, 2001). These then allow the establishment of a detailed project plan in terms of
organization, resources, and processes. This stream emphasizes the uniqueness of the
end-product and adopts a product-centric view with detailed, pre-determined product
specifications that are used to hold control over the production of this unique product.

Organization determines the product in projects. Another stream of research suggests that
the organization determines the product, building on the idea of “vanguard projects” (Brady
and Davies, 2004) and “designing in the making” (Artto ef al, 2016). This research suggests
that mutual adjustment, negotiation, and interaction among actors and individuals in the
organization — rather than a detailed plan — are required in projects with high system
complexity and dynamism to enable finding the joint system-level direction and the path
toward an appropriate end-product (Artto et al, 2016). In a similar vein, Dvir and Lechler
(2004, p. 1) argued that “plans are nothing, changing plans is everything,” suggesting that the
prescriptive approach and adhering rigidly to pre-established plans is not necessarily always
appropriate. The general idea in relying on the project’s organization — and not on the product
and the plan —is the following: as projects are unique, the most valuable solution is not known,
and accordingly, the end-product cannot be defined in detail at an early stage. Consequently,
the project organization’s task is to design the product, and the product-organization
interdependence is intimately intertwined with the uncertainty related to both the end-product
and the organization (e.g. Brady and Davies, 2004; Gil and Tether, 2011; Ramasesh and
Browning, 2014). The project organization’s activity of designing the product during the
project is often associated with innovation, for example, developing a product jointly with the
customer and supplier (Davies, 2004; Hobday et al, 2005).

Conmection between product and ovganizational architectures. Finally, studies on complex
systems address product and organizational designs and their interdependence (e.g. Colfer
and Baldwin, 2016; Gokpinar et al, 2010; Sosa et al, 2004). The research in this stream
suggests that product-organization architectures are interdependent. This research focuses
on three levels — project, firm, and industry — and often links to the mirroring hypothesis
and the concept of modularity. At the project level, research focuses on the context of new
product development (NPD) and suggests that creating a product architecture with
appropriate modules, interfaces, standards, and design rules helps to establish an
organizational architecture that is isomorphic with the product architecture, and this makes
the NPD process more efficient and controllable (Baldwin and Clark, 1997; Sosa et al., 2004)
or that a mismatch between product architecture and organizational structure is associated
with product quality problems (Gokpinar et al, 2010). Research at the firm level builds
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Figure 1.

Analysis framework:

relationships
between product
and organization
subsystem
components in four
projects, illustrated
through a
multidomain matrix
representation

especially on the classic mirroring hypothesis, concluding that technical dependencies and
organizational ties mirror each other (Colfer and Baldwin, 2016; Henderson and Clark, 1990
Sanchez and Mahoney, 1996). This same argument about the mirroring of product and
organization has also been extended to the industry level and transactional boundaries in a
supply chain, concluding that the supply chain or industry structures mirror the technical
architecture (Baldwin, 2008; Colfer and Baldwin, 2016; Sanchez and Mahoney, 1996).

2.3 Analysis framework

Figure 1 illustrates the analysis framework by using the form of a multidomain matrix (MDM)
(Danilovic and Browning, 2007; Eppinger and Browning, 2012). The analysis framework builds
on the volume-variety matrix (Davies and Frederiksen, 2010; Hayes and Wheelwright, 1979) as
well as research on product-organization interdependence in the project context (e.g. Cleland
and King, 1983; Gaddis, 1959), with a focus on the interdependence between product and
organization subsystem components in a project when analyzed by the dimensions of the
components’ uniqueness vs reuse. The evaluation of a subsystem component’s uniqueness vs
reuse requires that the project is compared to other projects in the multi-project system.
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Empirical observations 1, 2, and 3 in the results table (Table 1) connected to automation system, positioned in the DMM for illustrative purposes:
@ =Observation 1: reused automation product system and reused organization (reused supplier) for its implementation
@ =Observation 2: reused automation product system and unique organization (unique supplier for implementation plus own special controlling organization)

@ =Observation 3: reused resulting automation specifications as a product subsystem component of its own righ (with reused features in terms of scope, format and details)
and unique organization (unique systems integrator plus own organization working with the systems integrator jointly - and controlling the systems integrator's work)



The study adopts the view of projects as complex systems, composed of product and
organization subsystems and their components (Browning et al, 2006; Ramasesh and
Browning, 2014); in Simon’s (1962) terminology these “nearly decomposable systems” are
defined as ones in which interactions among themselves are weak but not necessarily
negligible. This view allows the product and organizational elements to be considered at a
detailed subsystem component level and potentially reveals interesting findings about the
interdependence of products and organization in the context of major projects.

Figure 1 illustrates the analysis framework and ties it to the setting in the present empirical
study of four projects (Finland 1, Finland 2, Singapore, and Rotterdam) with five subsystem
components (automation system, hydrogen plant, catalyst system, pretreatment system, and
reactor unit). These entail product and organization subsystem components which are either
unique or reused in the multi-project system. Even though we use the real names of the projects
in our empirical study in Figure 1, as well as real names of the project subsystem components,
we do this for illustrative purposes only. In other words, as Figure 1 is intended to illustrate our
research setting at the conceptual level only, we submit the notion that the number of projects
and number and content of project subsystem components will vary depending on the context.
Figure 1 is a MDM representation with distinct design structure matrices for each project’s
organization and product. Our research question motivates the inquiry on interdependence of
product and organization subsystem components when analyzed by the dimensions of their
uniqueness vs reuse; these relationships can be positioned in the intersections of organization
and product subsystem components of multiple projects in the domain mapping matrix (DMM)
areas illustrated in Figure 1. To illustrate the idea of the MDM representation in Figure 1 further
by notional examples from our empirical observations, we have indicated by circles (and
observation numbers) how our empirical observations connected to the automation system
(ie. observations 1, 2 and 3 explained later in Table II) fall into project and component specific
product-organization intersections in the DMM areas of the matrix.

3. Research method

3.1 Research approach

This study aims to develop the understanding of product-organization interdependence by
analyzing project uniqueness at the subsystem level by engaging in theory elaboration
research. The main idea is that a framework (Figure 1) is elaborated with empirical data in a
specific context (Ketokivi and Choi, 2014). A theory elaboration approach is suitable when
conceptual ideas exist that can be used as the basis of empirical research (Ketokivi and Choi,
2014; Lee et al, 1999). This study elaborates on the volume-variety matrix, developed for
manufacturing organizations, in the context of major projects (Hayes and Wheelwright,
1979) and analyzes project components. It builds on the assumption that projects include
both unique and reused product and organizational subsystem components and examines
how product-organization interdependence plays out at the component level.

Empirical data were collected following a single embedded unit case study design
(Yin, 2009) for the following four reasons. First, the case study approach supports the aim of
theory elaboration (Ketokivi and Choi, 2014). Second, a single embedded unit case study allows
controlling for the effect of project management practices, company context, governance
regime, company history, organizational culture in the management, and external context
(Ryu et al, 2008). Third, the case study design enables detailed data collection, and embedded
design is well suited to developing in-depth understanding of interdependencies between
project product and organizational components across projects. Only such an embedded unit
design allows building on the assumption that projects include both unique and reused aspects
of product and organizational components and enables comparing projects. Fourth, recent
research on organization designs in general strongly recommends the use of qualitative studies
when studying contemporary complex settings (Greenwood and Miller, 2010).
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3.2 Case selection

The selected case firm is the global oil company Neste. Selection of the case firm and the
embedded cases went hand in hand and was based on the underlying theoretical
framework; the firm was chosen to enable the selection of embedded case projects that are
unique but simultaneously similar enough in their technical or other aspects to facilitate
comparative analysis. Neste provided a suitable research context in this regard because it
started a new business in the renewable fuels sector and developed global operations in the
business, engaging in several complex refinery projects, partly separate, partly parallel, and
built refineries in multiple locations around the world. This allowed the study of multiple
linked projects in real time. To facilitate access to data, the authors established a multi-year
research project with Neste to study the theme of this paper and, accordingly, Neste
committed to providing extensive access to the company and its projects.

Four refinery building projects are analyzed as embedded cases, named Finland 1,
Finland 2, Singapore, and Rotterdam according to their geographical locations. Such
globalization of operations in a multi-project setting is well suited to the present study:
the projects are similar in terms of the basic process technology and hence require similar
discipline-related process knowledge and technical knowledge. This facilitates comparison
of the projects (Figure 1). However, the selected embedded cases also differ in many
characteristics, for example size, geographical location, product requirements, and
organizations of varying suppliers. The four embedded cases facilitate analysis of
uniqueness and reuse in project product and organizational subsystem components, while
simultaneously, the small number of embedded cases facilitates a rich and detailed analysis.
In each of the embedded case projects, five distinct project parts were analyzed: automation
system, hydrogen plant, catalyst system, pretreatment system, and reactor unit. Together
these five parts form the central technical and functional core of the refineries and are key
parts of the projects.

3.3 Research context: Neste and the four embedded case projects

Neste focuses on oil refining and marketing, specializing in low-emission, high-quality
traffic fuels. At the time of the research it had three main business areas: oil products,
renewable fuels, and oil retail. The company’s strategy has been based on growing both
its oil refining and premium-quality renewable diesel businesses. Neste has a market
capitalization of around 15 billion euros, an annual turnover of around 15 billion euros,
and employs around 5,000 people. The four embedded case projects analyzed in this paper
together embody Neste’s response to the EU directive on the promotion and use of
biofuels for transport[5]: setting a goal to become the world’s leading supplier of
renewable diesel and subsequently developing multiple refinery projects in the renewable
fuels business. Neste aimed at gaining quick entry to market with small-scale production
and rapid expansion of production capacity on a global basis. Figure 2 illustrates the
timeline for the projects.

3.4 Data collection

The case study included a real-time study of the projects to expand operations globally and
simultaneously develop the new product and process technology by selecting more advanced
and improved technical product solutions from project to project. Data were collected via
several methods. Primary data were collected via semi-structured interviews (Patton, 1990).
Altogether, 36 interviews were conducted with 28 key individuals involved in the studied
projects, including senior managers, project directors, and project managers in Neste’s
organization, as well as managers in its engineering subsidiary RefineryEng (pseudonym).
Interviews were conducted in four rounds between October 2009 and June 2012, during which
the projects’ operations were ongoing. Most of the interviews (32/36) were conducted in-person



decision decision decision decision
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basic engineering planning of
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v v

1990 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011

Research projects Renewable fucl EU Directive
related to biofucls technology on biofucls
began carly 1990s development announced
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due to lack of 2001
business driver continued to

2003

at the sites and access to the facilities was granted, allowing an understanding of the project
operations. Four of the interviews were phone interviews. Details of the interviews are
presented in Table I. The interviewees were selected based on their central role in designing
and implementing the embedded case projects or making central decisions concerning them.
After identifying the key individuals, snowball sampling was also used. The need to gain
access to data during the implementation of projects was also considered; hence, six
individuals were interviewed twice and one individual was interviewed three times over the
project lifecycles. Interviews involved open-ended questions on interviewee’s professional
background, previous and present roles in Neste’s organization and its projects; details of the
projects in which the interviewee was involved, management of projects, potential project-to-
project interdependence, project subsystems with a special emphasis on their product and
organizational designs, project lifecycles and stakeholders, choices of suppliers in and
between projects, technical product solutions and how they have been developed in projects
and from project to project, and internal and external project organization and environment.
In addition to the interviews, project documents, such as project descriptions and
organizational charts, as well as the company’s website, reports, post-project evaluations,
press releases, and articles in the press were used as complementary material.

Several procedures were implemented to ensure high reliability and validity of the data.
First, a research protocol was developed based on the theoretical framework to ensure
systematic data collection and to enhance validity (Yin, 2009). The research protocol included
discussion topics and interview questions, but to foster dialog and allow the interviewees to
describe the phenomena without being constrained by the questions, interviewees were
frequently asked for clarification and posed more detailed questions. However, the research
protocol was modified over the course of the study based on the expertise area of the
respondent. Second, at least two members of the research team conducted each interview; one
led the interview and the other member(s) took notes to ensure detailed capture of the content
(Eisenhardt, 1989). Third, a case study database was developed to facilitate data transparency
and enhance reliability (Yin, 2009). Fourth, interviews were recorded and transcribed into text
to enhance data quality and validity (Voss et al, 2002). Fifth, although some data was collected
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Table L.
Details of data
collection interviews

No. Position in the organization; and project-related role Date Min. Pg* Rd® i€
1 Business development manager, renewable fuels BU; November 19,2009 78 12 1 01
business development of Rotterdam
2 Section manager, plant engineering department; project November 24,2009 55 17 1 102
manager, Finland 2
3 Project manager, Finland 2 November 24,2009 8 21 1 i03
4 Manager, renewable fuels BU; business development of November 25,2009 103 20 1 04
Finland 1, Finland 2, Singapore, and Rotterdam
5 Manager, technology office; coordination of technology in ~ November 25,2009 58 10 1 105
Singapore and Rotterdam
6 Director of business development and strategy, Neste; November 26,2009 90 18 1 106
business development of Finland 1, Finland 2, Singapore,
and Rotterdam
7 Manager, renewable fuels BU; business development of November 26,2009 80 19 1 07
Finland 1 and Finland 2
8 Engineering manager, Rotterdam November 26,2009 112 20 1 i08
9 Senior vice president, Neste; business strategy related to December 7, 2009 79 15 1 109
Finland 1, Finland 2, Singapore, and Rotterdam
10 Process design manager, Finland 1; process design December 29,2009 110 20 1 110
manager, Singapore
11 Engineering manager, Rotterdam December 3,2009 115 16 1 ill
12 Project manager, Rotterdam December 21,2009 115 25 1 il2
13 Business unit manager, renewable units BU; business related March 2, 2010 9% 19 1 113
decision-making with Finland 1, Finland 2, Singapore,
and Rotterdam
14 Project manager, systems integrator’s organization, May 10, 2010 64 14 1 i14¢
Rotterdam
15 Project manager, Singapore April 12, 2010 48 10 1 i15¢
16 Managing director, Singapore April 12, 2010 46 10 1 il16¢
17 Project manager, systems integrator’s organization, May 20, 2010 58 10 1 117
Singapore
18 Safety manager, Finland 1, Finland 2 May 12, 2010 98 23 2 il8
19 Design manager, Singapore May 12, 2010 102 24 2 119
20 Project manager, Singapore May 16, 2010 93 23 2 il4
21 Project manager, Finland 2 May 16, 2010 83 22 2 103
22 Manager of licensor services, technology office May 16, 2010 114 24 2 120
23 Director of business development and strategy, Neste; May 17, 2010 93 18 2 106
business development of Finland 1, Finland 2, Singapore,
and Rotterdam
24 General manager, technology office May 17, 2010 75 13 2 101
25 Manager, technology office May 17, 2010 66 11 2 121
26 Manager, technology office May 17, 2010 48 16 2 22
27 Project manager, Rotterdam May 18, 2010 129 26 2 112
28 Managing director, Singapore May 20, 2010 63 12 2 159
29 Deputy project manager, Rotterdam May 26, 2010 5 13 2 123
30 Human resources manager, renewable fuels BU November 10,2011 73 21 3 i24
31 Manager, renewable fuels BU; business development of May 16, 2010 98 28 4 107
Finland 1 and Finland 2
32 Manager of systems integration, Singapore May 21, 2010 118 21 4 114
33 engineering manager, Rotterdam June 5, 2012 45 13 4 125
34 Managing director, Rotterdam June 5, 2012 48 11 4 126
35 Engineering manager, Rotterdam June 5, 2012 4 13 4 27
36 Manager, technology development; engineering manager, =~ November 11,2012 80 20 4 128

Notes: *Transcribed number of pages; "interview round; “interviewee number; “phone interview

Rotterdam,; technical manager, Rotterdam; NEXBTL
development since 2003; technology development of
Finland 1, Finland 2, and Rotterdam




retrospectively, most of the interviews focused on ongoing projects to avoid recall bias and to
enhance data accuracy (Miller et al, 1997). Archival data were also collected, such as various
project documentations. Combining both a retrospective approach and a real-time approach
provides a rich picture of the case projects and how Neste globalized its operations through
these projects and also allows triangulation in the data analysis process. Sixth, the
aforementioned primary and archival data were analyzed to facilitate triangulation and
enhance validity (Barratt ef al, 2011; Voss et al, 2002; Yin, 2009). Finally, after initial analysis,
findings were presented to key knowledgeable persons in the company to validate
the findings (Voss et al, 2002). The participants concurred that their experiences were
consistent with the study’s conclusions.

3.5 Data analysis

Following the guidelines of qualitative research (Patton, 1990), the data were analyzed as
text. The analysis was conducted in multiple parts, within-case and cross-case at both the
project and subsystem component levels (Eisenhardt, 1989). The focus of the analysis at
the project level was to develop an overall understanding of the projects; the within-case
analysis focused on developing a narrative and a detailed understanding of the inherent
characteristics as well as the product and organization of each project part. This was
followed by cross-case analysis.

Within-case analysis was also carried out at the subsystem component level focusing on
developing understanding of the product and organizational subsystem components.
According to the logic of theory elaboration research, the theory and data were constantly
compared (Ketokivi and Choi, 2014). This meant that attention was paid to any data related
to product and organizational subsystems or their components, which was collected in
spreadsheets. This facilitated comparison and identification of features related to reuse or
uniqueness of the product and organizational subsystem components and subsequent
identification of interdependencies between them. In terms of the organizational subsystem,
the analysis focused on the inter-firm organizational network responsible for delivering the
project part (e.g. who the suppliers were).

During the within-case analysis, all data were first combined that related to the projects
as well as the product and organizational subsystem components. Key facts were
established for each project, including size, purpose, technical and product-related data,
stakeholders, suppliers, and important dates and activities during the project; these facts
were established mainly based on archival data. The interviews were then analyzed. Based
on these analyses, extensive case reports and spreadsheets were generated for each
embedded case project as well as the product and organizational subsystem components
within the projects. These embedded case reports and spreadsheet databases explicitly note
product-organization interdependences at the component level. The cross-case analysis
compared the embedded case projects and their product and organizational components to
identify patterns. It was noted whenever data indicated a similar pattern across projects and
their components and differences between the projects and their components were also
noted. This process was iterative; whenever a new type of interdependence or connection
between product and organizational subsystem components was observed in a single
project, this observation was brought back and compared with the previous case projects.

4. Analysis and synthesis

The following first presents a brief project-level analysis of the four projects: Finland 1,
Finland 2, Singapore, and Rotterdam. Then next section analyzes the uniqueness and reuse
in product and organizational subsystem components of the five project parts in each of the
four projects to develop understanding of the interdependence between project product and
organizational subsystem components.
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4.1 Project level analysis

At the project level, from Neste’s perspective the four projects: Finland 1, Finland 2,
Singapore, and Rotterdam are unique in terms of their product and organization.
The capacity of Finland 1 and Finland 2 refineries is 380,000 ton/a, whereas Singapore and
Rotterdam refineries have a capacity of 800,000 ton/a each. The technical solutions that
work in smaller scale refineries are not always feasible in larger-scale refineries, which lead
to uniqueness in product designs. Learning from previous projects and from operation of the
refineries, combined with continuous development of technologies during the long
implementation period of the four projects, led to many technological innovations and new
and different elements and technologies to be used in the later projects. Furthermore,
contextual factors of the different geographical locations required uniqueness: for example,
the nature and quality of the raw material varies across the refineries, implying that the
requirements for production process specifications are different; hence, the refinery building
projects differ from each other in terms of the product subsystem. Furthermore, differences
in local regulations and requirements imply adoption of unique product designs.

Each of the four projects was managed and organized differently and also had an
internal organization of its own. In Finland 1 and Finland 2, the site personnel of the existing
Porvoo refinery site participated in Neste’s project organizations of those specific projects.
Singapore and Rotterdam were staffed separately selecting and assigning capable
individuals to these two large international projects. Separate organizational
bodies — owner’s teams — were also assigned to both the Singapore and Rotterdam
projects to serve as a support body for the project director of each of those projects.
Furthermore, whereas Neste served as a systems integrator in the first two smaller scale
projects, the organizational design changed for the latter two international large-scale
projects: Neste made an agreement with a large international engineering firm, SysTech
(pseudonym), for SysTech to serve as a systems integrator in these two large-scale plant
projects. SysTech’s involvement as a systems integrator naturally changed the organization
and working practices in these two large projects, and the global dimension and SysTech’s
knowledge and relationships also had implications for which suppliers were selected from
the international market arena to deliver to these different geographical locations.
Therefore, different suppliers were often used in the projects, fostering the uniqueness of the
organization across the four projects.

4.2 Analysis of product and organizational subsystem components

Uniqueness and reuse in the product and organizational subsystem components were
analyzed across the five project parts: automation system, hydrogen plant, catalyst system,
pretreatment system, and reactor unit.

Automation system. With regard to Finland 1, the requirement for the product design of
the automation system was that the user interface and the information content concerning
the process instruments were in accordance with Neste’s standards and that they could be
used in Neste’s other plants. The automation system in project Finland 1 was delivered by a
new supplier, AutoNew (pseudonym). Neste did not have a previous business relationship
with AutoNew in delivery of plant automation systems. A previous partner, AutoTrad
(pseudonym), was selected as the automation system supplier in Finland 2, Singapore, and
Rotterdam. Many of Neste’s own employees from their Porvoo refinery site were assigned to
the project organization of Finland 1 and it was natural for the Finland 1 project
organization to use a project process that Neste was accustomed to: in designing the
automation, the plans are required to be more extensive in scope than what automation
suppliers in the markets are used to. Neste used the global systems integrator SysTech in
the Singapore and Rotterdam projects. Neste had to guarantee the reuse of the automation



system’s design through customized organizational processes, that is, by requiring
the systems integrator SysTech to deviate significantly from its own standard practices
and, accordingly, to adapt to integrating this broader scope of automation and to require
from the automation system supplier this broader scope of work in the delivery process in
its integration task as well.

Hydrogen plant. Because there is continuous need for hydrogen in the production of
NEXBTL fuel, a typical solution for hydrogen supply in the plant projects was to build a
separate hydrogen plant within the larger refinery to supply hydrogen to the production
process. In Finland 1, the plant was designed capacity-wise to use the excess hydrogen from
the existing hydrogen plant originally connected to another Neste refinery at the same
refinery site. However, the hydrogen plant in Finland 2 was designed jointly with another
investment for a traditional diesel plant at the same site, and therefore the design was based
on receiving hydrogen from this newly invested hydrogen plant within the site. From the
perspective of the organizational design, organizing included building technical interfaces
and pipeline connections to the pre-existing plant, upgrading the plant for capacity,
coordinating the timing with another process investment at the site, and more importantly,
organizing the agreements concerning the sharing of the plant with another refinery in
terms of joint maintenance, refurbishment, and modernization of the upgraded old hydrogen
plant in the future. The product design of the hydrogen plant for Singapore and Rotterdam
were quite different. Neste’s original plan in both Singapore and Rotterdam was to build a
hydrogen plant, but eventually, the hydrogen plants were not built at all by Neste; instead,
the hydrogen supply was outsourced to an external hydrogen supplier, HydSup.

Catalyst system. The catalyzing process that takes place after the pretreatment of raw
materials is central to successful production at the plants; the catalyst must be developed as
a chemical compound to have ideal features to facilitate the production process. In Finland 1,
Neste used an international catalyst supplier, CatSup (pseudonym), to deliver the catalyst
system. The product design of the catalyst system was not ideal in the Finland 1 project.
A lot of development effort was needed to enhance the product design of the catalyst system
for the other three plants. A renewed catalyst was used in Finland 2, where the learnings
from Finland 1 were taken into account. As the catalyst is critical to the production process,
in addition to how the catalyst is used in the process, Neste participated in developing the
catalyst jointly with CatSup while simultaneously developing its own production process to
optimize the effectiveness and efficiency of the production process. In Singapore and
Rotterdam, Neste then engaged in a deeper partnership with CatSup so that both parties
were highly dependent on each other. In this partnership, Neste wanted to invest more of its
own personnel and monetary resources into joint R&D and continuous improvement of the
catalyst system, in order to guarantee an ever-improving and more unique catalyst system
for the larger-scale Singapore and Rotterdam plants.

Pretreatment system. The raw material is processed in a pretreatment system at a
NEXBTL plant in order to remove harmful impurities before the next process phases.
The potential impurities that are left after pretreatment may hinder the effectiveness of
the catalyzing process. It may be beneficial to run the plants with different raw materials,
thus setting different requirements for the quality of the pretreatment system to cope with
various qualities of the raw materials to be purified. The pretreatment system that Neste
implemented in Finland 1 was originally based on licensed technology; the license was
acquired from an agricultural company and the pretreatment system was based on a
rather straightforward use of washing and centrifugation equipment. Neste used its own
project organization to plan and design the pretreatment system in Finland 1. However,
the design of the pretreatment system in Finland 1 proved to be insufficient to purify the
raw material. In Finland 2, a different product design for the pretreatment system was
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used and the pretreatment was based on bleaching technology. Furthermore, with regard
to the organization in Finland 2, an international supplier, PreRaw (pseudonym), was
selected to bring in its technological know-how in implementing the pretreatment system
in Finland 2 in combination with Neste. The Singapore project reused the product design
of Finland 2’s pretreatment system, but the system in Singapore has a larger capacity.
With regard to the organizational design, the supplier PreRaw was reused in the
Singapore project. Furthermore, PreRaw was also reused in the Rotterdam project for
pretreatment system delivery, but the product design of the pretreatment system in
Rotterdam was unique due to anticipated differences in the raw material. With regard to
organizational designs carrying out pretreatment systems in these four projects, Neste put
a significant amount of its own work into developing appropriate technologies for
pretreatment systems in different projects.

Reactor unit. Reactors are the main equipment in NEXBTL plants. They are huge
containers (one empty reactor at the Singapore plant weighs 800 tons), in addition to the
catalyst and processed liquids. The product designs of the reactors for each of the projects
were different. In Finland 2, significant changes were made to the product design of Finland
1's reactor unit. With regard to the organization, an international supplier, ReaCon
(pseudonym), was used in both Finland 1 and Finland 2, but the changes in product design
caused significant work for Neste in terms of changing the product design for Finland 2. In
Singapore and Rotterdam, the same reactor supplier was reused. In these projects, the
reactors’ product designs were scaled up in size and were therefore different from those of
Finland 1 and Finland 2. However, although reactors in Singapore and Rotterdam were
originally planned as being physically identical, EU regulations and certification procedures
led to different organizational and work procedures, which significantly increased the cost
of Rotterdam’s reactor unit. The product designs in Singapore’s and Rotterdam’s reactor
units were finally different (unique) in some specific details, mostly due to lessons learned
from Singapore that gave rise to changes in the reactor unit in Rotterdam. Furthermore, the
organizing of project work in Singapore and Rotterdam reactor unit implementation on-site
was different than in the previous projects in Finland. In Finland 1 and Finland 2, reactors
were installed at a late phase of the project, whereas in Singapore and Rotterdam, the
reactors were installed at the site first and then everything else was built around them.
In sum, the product designs of the reactor units were unique in all four projects. Also, unique
organizations were used to carry out the reactor unit design and implementation in these
four projects, mostly due to emerging needs to invest in redesigning and changing the
products but also due to contextual factors such as regulations that caused additional work
or changes in organizations and work.

Synthesis. The findings regarding uniqueness and reuse of product and organizational
subsystem components in each project part across the embedded projects are synthesized in
eight observations in Table II (the third column of the table shows interview sample quotes
connected to the observations). The observations (in the second column of Table II) are
positioned according to different combinations of unique and reused product and
organizational subsystem components (the first column of Table II). The findings indicate
interesting and unexpected interdependencies between project products and organization at
the component level; paradoxically, reusing something (e.g. organization) was associated
with creating uniqueness in something else (e.g. product), and vice versa. For example, the
catalyst system product was unique in all refineries due to product innovations, but
the catalyst system was designed and implemented jointly by the same supplier and the
same strong and experienced internal development organization in all projects. Conversely,
the automation systems product was identical in all projects but the automation system
organizations were all different.



Logo R o) 1B YLTZEL LY
gs¢g o SEELEESE83
SRS & £TEE8R 7258
SRS — CE8EEEsce
~ &3 E8-E5E” 58
(@} W SO o =2 0,
o0 EEEE° By
] EE @ = 3
° 8 g 28 &%
m ) = g &
= 3
(panunuoo)
(waloxd oY) susISap 1onposd puv SaIUIVAG YAOM S, A0JVAZJUL SULDISAS D
Z pueuL Jo W3euryy 109(01]) [**] 0s pue [siojeiado] uren) Suisunyd ojul J40Lo Suing pup Yiom usisop wasas uoyDULOND
0) J9ISBD S )] "9S1N00 Jo ‘88300.d auues 9y} 3snf aary noA Ji ajerado Y SuyvUIPL009 Ul (JUIOL S2IIVAG Y400 MU FUNDIL) “C
0} s101e1dO J0J I9I1SB9 3¢ pinom J1 [**-] pue ‘9durexs 1oy syred y1om s 1arddns mau STy} Sur[jonuod pue Suld[ay UO 910w
91eds yonuw Jey) ALY 0} ALY J,UOP NOA 08 PUE $108sa1dw0d [pue Jursnooy Aq A[JURIOHIP H10M J09[01d UMO $ 9IS\ SulZIueSIo
WR)ISAS uorjewone (] juswdinba urew Jo pury Swes sAry 0} pue uorneziuesio wijddns msu e uisn A USISSP [BUOIIBZIUBSIO
9[RUOSEAI S 31 950D Jo {193e] pajuswaldunr s3osford Suipiesar anbrun ue Suisn 03 dn papus 33saN 109[01d T pue[uL] Ul WLISAS
‘A[renjuans Ing| [ -] *$$900.1d S} WILd] PUB SWIJSAS 1J0] UIBS[ 0} UOHBWOINE 3} Ul (Jusuoduwiod snbrun-uou e se) udissp 1onpoid
QARY AJ[Ba1 9M MOU ISNBII( SUIUULSI Sy} Ul [T PUR[UL] U] ISBI] AU} SUISNAI JO JNSAI B SB :SjuautaLinbas ayfj yoout 0} Jonposq Jusuoduwiod

JB MOU W3JSAS UOIIRWOINE JUSISJJIP SARY 9Mm Jey) Suly) poos
S YuIy} [ pue jusie As3y) ang [*°] ‘Oyie pue sardod A[jesas aq
pmom [syosfoxd 7 puepur,f pue T pueurj] A9y} JI 9smod Jo ng,
(309[01d wrepI1910Yy JO I9SeuB|\ 19901

2191 2130[ A} SI SIY) 0G wep.apoy pue siodesurg ur sjosford
9[BIS-931[ UI] JUSISJJIP U9dq SABY P[NOM T USY) Ing ‘Aem

(091, SAS 9} YIIM ST} SUOP 9ABY P[NOJ AN TBIIUSPI SI ILF0] 3}
‘[BOTJUSPI I SUSAIOS ) ‘WLISAS UONIBWOINE [BITIUIPI A[JOBXD
ST 219} Uaym [puuosiad .o yym suonetado uni o3 sdy Iy
‘syueld wepreoy o ‘9todesuls ¢ pueul TLIXAN 10 ‘PS9Ip
UINI 0) 08 NOA I9YIIYM WES 3} ST 1 [**] 0§ 9SIN0I JO 3)SAN
JO I8UaIS A9Y] B SI SIY) JUIY) | "WIISAS UOIJBWOINE SWES 3}
m $309[01d 9AIJ DATJ OU “INOJ A[IUSISI PIjUSWLAWI 9ARY I,
(309f01d a1odesurg

JO IdSRURJA USISI(]) WUDISAS PIZI[BIJUAD INO 0JUI PI)RISAIUL
9 0] SJUSWNISUI [ENPIAIPUL [[B JUBM 9M 9SNBI( WOISAS
S,21S9N 03 1 jJou S0P d130] Surjeindo PazI[edo[ JO pury SIYJ,
*9011d paxIJ B J0J J130] Sunjerado pazI[edo] B JSAIDP 0} SjuBm
Ja17ddns 9y snd ‘uonednrdads umo oA ur pauryap ARy NoA
UOIYM SJUSWNISUI O1J199dS apn[oul 03 JNOFIP ST 31 Jey) sardun
A[rensn 31 uay) ‘98exoed B Ang NOA J] "WOISAS PIZI[RNUD puR
91eredss e A[[eUonIpeI) SI 9)SON Ul WYISAS UOjeWoINe 3y J,,

ayj Suryput 21 WYSiL JNPOLF Y] 195 0] UOYDZIUDSLO LIYGGNS
mau v SujoLjuod puv surday fo asoding ayj 10f ‘(oaissaxa
oYqdns wapsas uoypuoIny ayj fo y0m ayj SuyjoLU) g,

(PeILOINY UMM UOIBIOPE[[0D Ul WA)SAS UOHBWOoINE

Ay} Sunuowe[dun pue SUIUFISOP Ul JOJRISAIUI SWISAS

) ym Apputol saomoeId JI0M MIU 3)BAID 0) PRY 9)SAN Pasn
SeM 9] SAS I0]RISINUI SWLISAS [BUISIXS UR 91oUyM WEPINIOY
pue asodesurg ur ng YULIINS aom sjafoid snorasid

WO $98s900.d SUIIOM PUB UOIJRZIURSIO UMO S 9)SoN Surjeadar
pue sorddns swres ay) Suisn isnl z puepur,] ur) peiyomy widdns
UOLJBWOINE SWES 3y} pasn 9sa -wijddns uonewone sy}

0) P3J09UU0d JUIUOdI0D WI)SASINS [BUOL)RZIUBRSIO 9} SUISNal
Aq s309(01d wep1s)oy] pue ‘910desul§ ‘g PUBUL] Ul WI)SAS
UOBWOINE 3} JO USISAP 3onpod sy} JO ISNAI PISIAID 3)SIN
AQYGGNS W2)SKS UOYDULOINY PIIUILIIGKD JUUDS dY] SUISNaL (q
UOYDULOIND SULUIWIGULL PUD SUISISIP JO POYIoUL UNO S,)SIN
Zuavy [0 2sodund ayj 40{ onposd waSAs uoyvuoIny Suyvagay] ‘1

WI)SAS(NS [BUONBZIURSIO
anbrun pue jusuoduwod
w)sAsANs 3onpoid pasnay 1

Juauodwod

WR)SAS(NS [RUONRZIURSIO
pasnal pue Juauodwod
wR)sSAsans 1onpoxd pasnay T

SMIIAIIUL WOIJ sajonb djdwres

douspuadapajul uoneziuesio-1onpoid Jo SuoreAIdsq()

syaed 309foxd wr syusuOdwod
WA)ISASNS [BRUON)BZIUBSIO
pue 30onpoud Jo 9sNaI sA ssausnbru)




(panunuod)

(309f01d wrepiaoy Jo 1eury 193[01])

Jpajuem nok jeym 103 noA pue Aem SIU) UL J1 PIJUBM NOA
:ABY0 SI )1 JBy) SN 0} ABS UdY) Urd A3(} 9snedaq [ ] "sjosfoid
JO SpUIY Sy} UI Op UBD NOA 1By SUIy) SNoIeSuLp SO

) A[qeqoad SI SIYyJ, "AM SIY) UI )1 OP ISNW NOA Jet]) [YI9 ] SAS
03] PIes am UayM ‘WRISAS UOnBWOINE 3} JO AJ[BUOIOUNS
9rerrdoxdde o) 1oy AN(IQISUOdSaT B 00) [9)SON] am ‘S9 g,
(309[01d wrep.1eoy] Jo Seuew J09foxd Ands(])  Siseq AepAIoAd
UB U0 JSowle AJIAT)OR Jey) U0 Suryiom S)SI[RIRdS [S 19N 1no
JO AUBW OS[E 919M IR, “S[IYMULIOM SBM JI INq JIOM JO 0

B Paxnbal J1 Pu. SN WOIJ JUSWISIAUL JUBIIAUSIS B Sem [uJIsap
wR)SAs uonewone ur YoaJ sAQ swpms pue surpoddns] iy,

aamny oy} ut jue[d usSoIpAY p[o

pape13dn 8y} JO UONEZIUISPOW PUE ‘JUSWYSIGINIAT ‘SOUBUSIUTEW
Juof Jo SuLR) Ul A1BUlRI Joyjoue yym jueld 9y Jo SuLieys

9} SUILIdOUOD SJUSWIAISE J0J SulZIuesio ‘Apjueliodu 10w
pue ‘Aoeded Joy juerd ay) Surperddn ‘uejd Sunsixs-a1d ay) 0)
suonodauuod sulpdid SuIp[mng papn[our SISed IS} Ul JUIUOdIwod
[euoneziuesio sy} ‘syue[d uaSoIpAy SuIp[mg Jo pesjsup

‘anbIiun parepIsuod a¢ ued jued udS0IPAY 9y} p[ng 03 Surpasu
Jou JO USIS9p [euonezIuesIo 3y} ‘sjue[d usSoIpAY Sunsixs

-21d 3say) JO asn Ay} 0} AN(J *AIBULLI IAYIOUR JO suorjeIado )
0] PIJIBUUOI JIDM Jet]} IS A} Je sjue[d usS0IpAy Sunsixa-aid
§,9)S9N WOJJ UdS0IPAY SUuLINbIE JO SWLId) UI ‘9)IS-U0

sjueld uaS0IpAT Umo djeredss Suiary Jo sutayjed asnal [edardA)
9} PaMmOI[0] Z pue[ul] pue T pueful ut sjue[d UsS0IpAY 9y}
J0 suSisap jonpoid :uaurfos Jjing &mau sy 40f Gvarf1ads juvid
UIS0APLY v [0 Suppng ayj SUIZIUDFL0 0] PIADGULOD JUIUMISUDALD
[PUOYDZIUDSAO INDIUN PUD JUdLLfIP D paambas youm a31s

DS YY) UL KAIUL[DL ADYJOUD YJIM JUD)] SULSINI-04] D SULDYS INq
‘quyd uaso4p&y v Surany £q 1npoLq juvq uaso4pAy ayj SuISNR §
WRJSAS uorjeWOoINe

9} Sunuawe[dul Ul J0JRISAUI SWI)SAS 9} 9pms pue 1ioddns o)
I9PIO UI ‘YI0M S J0JRIZIUI SWRISAS ) ul jednied o) papasu
9SaN pue ‘Ayiqeded 9100 S)1 APISINO S9d0IS HI0M JONPUOd

0) J0JRIS)UI SW)SAS 9Y) Jer]) SULIMbax Aq USISap [RUONRZIURSIO
anbrun & Jo asn 9y} paambai 9)saN ‘Teos 9y ysiduioddr

0} 19pJo U "anbrun sem uorjewoine 3y} Sunuswydur 10y
USISap [RUON)RZIUBSIO 3} ‘PRI 0Ny Iorddns uonewone umouy|
wres 9y} ursn 9)1dsap Jng ‘pasnal atom s309(01d wepIapoy
pue s1odesurg ur SwWo)SAS uonewoe 9y} Jo susisap jonpoid

SMIIAIIUL WOIJ sajonb djdwres

ouspuadapiajul uoneziuesio-1onpoid Jo SuoreAIdsq()

syaed 309f01d ur syusuOdwod
WA)SASANS [RUOLBZIUBSIO
pue 3onpoud Jo 3snaI sA ssausnbru)

JOPM
386
1326

Table II.




] o .
888 8N r
525 2
o < 1% ™ =
O N — <
S o =
ALe o
S0,
2.3
O =
5}
+~
R=
(panunuoo)
SOSATRUR HSLI 9ARY 9M PUB AJNJared AI9A USISIP $S9001d & spew
M JEBY) 0S 31 Op 0} PaSeURI oM Jey) Jury) | Ing sasdueyd Jiq aunb
a1k [$109[01d JUSISFHIP Ul SUSISIP JIUN I0JOBAI JUSILIIP] A [, JJIOM pUB SJUSWSSURLIE [BUOI)RZIUBSIO PASURYD 10
(dnour) s[on,] S[qeMAUY SN Ul JoSeuew Jusdo[PASp [BUOIIIPPE PIsNED Jey) SUOHEBNSAI S Yons SI0JOB] [BNIXI)U0D 0}
ssausng)  swrddns A3ojoutos) 9y} uo juspuadap jou anp os[e ng ‘sponpoid 9y} SULSURYD puR SUIUIISIPAT OJUI JI0M
9IB 9M 3JOJAISY) PUR ‘9FPI[MOUY] ‘UOLJRULIOJUI S[(BN[BA W} A}  JSIAUI 0} SPIJU SULSIDUID 0} anp Ap3sour ‘s309(01d oy 9say) ur
[[e paUIRS SARY oM YUIy) | puk {Z pue T pueul,] =] JUn 00AI0J SHUN JI0J0BaI SUNUSWL[AWI Ul Pash 91om SUSISIP [BUOIIRZIURSIO
A} JOJ SWRISAS 3Y) 0S[E PAAOIdW SI0JOIA) SARY A\ "SIIBY) anbrun pue ‘s309(01d Inoj [ ur anbIun a1om SHUN JI0J0Bax
WO JUSISJJIP 218 SJUSWRINDAI MO ‘ABP 3Y) JO PUL 3} 18 By} N0 JO SUSISIP 1onpod :$2¢0Is 4001 pasuviyd 40/ S4ayqdgns pazypioags
PUNOJ 9M ‘I9AIMOY] "SIap1A01d A30[0UI9) PUB SIOPUIA JO JqUUNU Suraapas puv ‘suoyvado ui sp2Lo4qd snowa.d fo sponpoiq ay)
B 3JoM 919} PUR ‘S9de J0J AnsSnpur pooy 3y} ut parjdde usaq SARY  Suisn w04 29uUdiLdFXd uo Pasnq SPnpoLq Juun 403004 Suiaosgulf *),
SWIRYSAS JR[IUIS 9SNBII( ‘WAISAS Justl}eana1d ) pajeuun)saiopun §109(01d JUSIDJJIP UI JUSWIDAJOAUL SUIAIRA S9)SON
71q 9] & [sn 03] pue Arejoridoid mo SI 319y} SUIIAIOAY, M 1ddns [RUIIXS UR JO asn 0} ‘AFojouyda) Ayred-pary)
(9189N JO £391e13S pUR JusWdO[aAdD SSAUISN| JO Pasua0I] YIM YIom Surss) pue uorejuswsdun ‘Suruued
1030011(]) [ ] 3uswdo[oAsp pUR YOIBISAI OJUI 110339 Jo 10[ B nd UMO S9)S9N Wo1J Sursuel ‘s3109(0d INOJ 989} Ul SW)SAS
0} PBY AR dM 0S ‘SOA[ISINO A 0JRIOS WOIJ UIRSe [[B 31 USISOp  judieajold ul pasn alom SuSIisop [euoneziuesio snbiun ‘os[y
0] pey 2ARY M J0BJ Ul Ing "] ‘Ansnpur pooJ 9y} ul $assa001d  wepie)oy pue viodesulg ‘z pue [ pueury sjosfoid moj (e ut
Jusurjeanaid ur £30[0Uyda) JO PULY SIY) PASN PRY YOIYM ‘IOSUDI|  (9nDIun) Justoip AJ[eul) aIom SWI)SAS Jusuneanaid Jo susisap
B pasn am [109fo1d T puequl,] Jo] WaSAS Jusujeanjaid oy} 10y,  1onpoid couuvus aiLgosqqu uv ur SuSISap Jonpoq paaosgua
(19N Jo yusptsaid  paurfap-a.qd 2y juawaiduer uvd Jvyj s4aydans 2viidosddo suiajas
1A JOTURG)  PlIom 9y} punoe syued uaS0IpAY pup ‘s1o2l04q SNOWIALG UL IUIUIGXD Y} U0 PISDQ SPINPOLF
021 2Aey [dngpAH] 493 asneoaq jueld Jey) Jo 101e1do  wdisqs juautajald ayj Suysnipn £q juauaaosquer SNonuyuo’)
JUIIIS SSI JI( B 3¢ PNOM am A[PYI] Jsour ury) [ puy Jued [[oM sk anbrun 3ureq Se PaJopISuod aq ULd
QUO SIU} U0 ATUO SUIADI 9¢| P[NOM 9M PUR I [[13S 3¢ pinom  (Jue[d uaS0IpAY umo ue Sup[img jo ujjed [eord4A] ay) Surmofox
YSLI 9y} 9)1S o ul Jue[d UsS0IPAY UMO INO J[ING Pey aMm J[,,  J0U PUBR) SUIINOSINO SUIPN[OUI USISSP [BUONBZIUBSIO 3} pue
(109[o1d a10deSUIg Jo JeSeurW USISIP $$9001J) ‘Onbrun sem A[ddns UsS0IpAY PadnosNo Jo usisap jonpoid oy}
Juerd uaS0IpAY Ay JOJ D0)SPIdJ B SB Pasn 9 ued s)onpoid ‘wepiepoy] pue atode3urg ur s309f01d a51e] 0M) U3 YIM :9J1S-10 Jusuoduwiod

JPIS 9say} pue ‘ssa00.d ) woy Jonpoid apis e se paonpoid are
SUOCIRI0IPAY] JYSI[ 19130 dwos pue suedoid ssnedsq Taiodesurg
ur] jue[d uaS0IpPAY B p[Ing 01 BIPI 9y} PrYy am ‘A[[eutsLi(),

Juvid uaso4p&y v Suravy [0 PY2JSUL 22042S-SV-GJGNs-uaso4pay
onbwn Spm JuanoGuiod Jonpod [pngv ayy adaym ‘€oja|dutod
S192104q Plorfuaaus a54v] omy 0] §4Gns uaso4pAy ayj SuANoSINC G

WA)SASANS [BUOLBZIUBSIO
anbrun pue jusuodwod
waysAsgns jonpoad anbrun) TI1

SMIIAIIUL WOIJ sajonb djdwres

douspuadapajul uoneziuesio-1onpoid Jo SuoreAIdsq()

syaed 309foxd wr syusuOdwod
WA)ISASNS [BRUON)BZIUBSIO
pue 30onpoud Jo 9sNaI sA ssausnbru)




(9189N JO Judprsaxd
90IA I01UG) [* "] way) 0] SsauIsng ) apraoid am asnead( ‘sn uo
Surpuadap 0s[e 1. 43y} INg "3SIN0D JO WAL} U0 SUIpuadap aIe am
pue ‘sesod.nd ano 10y 3847e1ed  padofaasp [dngde)] A9 ‘S1030891

UOIJRZLISWOST PUR SI0}08AI SUNBI.NOIPAY IO I0J 13oq oS [**°],
(389N JO £391R13S

Ppue Justdo[aAdD SSAUISN(| JO 10J0II(]) WEPIe)0y pue ‘D1odesulg
‘Z puequi] Ul A[[RONRWL)SAS AIOA SSUILIBS| AU} PIsn am pue
‘uerd [RISWWOD JSIJ SIY) WOLJ POUIRS] SU0SSI uay) ‘uerd sy
Jo Surpyng pue Suruue[d usy) — Jey} ur San[iqeded PooS SABY M
pue justdoaAsp au Jo Jred jueliodun ue ST SurEpour — ss9001d
J[OYM 3} PIEPOU A\ UOIBZIUBSIO UMO INO UIYNM A[d)eredss
J10M JuAAO[PASP JO JO[ B SUNONPUOD OS[R 91om 9\ “starddns
TR} YA I0M JUStIAO[2ASP JO JO] B UL PaSBSUS OS[R 910M M PUB
swiddns Auew pey 49y 7, “Sunofid jo 10[ & pip A3y pue [dngie))]
1M UOTJBIOCE[[0D JYSM) B PBY A\ JUN YOIBISAI INO UI JSATR)RD
A JO S1S3) AJ[IqRIN ULI)-SUO] PUB ‘ISATRIRD JU[) JO SJustdO[9AdD
[B21UY9) ATBSS309U [[B JoNPUO0d PIP 9M [T PUBJUL]] 9UO JSIIF U U,
(309l0ad g puepur Jo JeSeue

109(01d) [ ] pooS 0s jou sem JsATeled jey) Jo Ajpenb oy ]

[T puerut ] T TLAXHN oY} Uf sea J1Inq JsA7eyed plo oyy s [+,
(300foxd

d10de3urg Jo J9Feurwl USISIP $$9001]) Juowdmba pajreisur
Apea[e SIy) punole p[mg Usy) JSNUI YIS ) JB APOQAIIAS

SB JUSWRSURLIE (B3PI UR SM SIY) ‘$S9001d UONONISU0D 3y} JO
QA19dsIad 9} WO, "SUO JSIIF 9} Sk d10deFuIS 0} SWod PIP ISe]
SB Sawo0d AJfeusiou jey) Juswidmba 9y} Se ‘0) pasn aIom am Jeym
10U SeM 9UR0S SIY T, *9[0d W9)0) 93Ny © SB [PPIWL 9} Ul 919} PO0IS
J0JOB3I 9} USY} PUB ‘PUNOIS 9y} woly Sursdns ssjod 00001 919m
919U sk d5uens 1q B ABJA] JSE[ Ul Pas[00] 21odeSuIg Ul 9)1s 9y,
(100lo1d gz puequiy Jo JSeurW 109(01]) "S9.mpadoid agueyd

39S} INOE [01U0D JYSI) AIOA PEY 9M 0S ‘S9SURYD IS} WOIL

9SN )1 puB WA)SAS ISATRIRD 9} JO SUSISap

M3U Jurppow pue ‘Sunsad) ‘SunuswiLpdxs Surpnour ‘sjoafoid
[[B U UOLJBAOUUI JUIO[ SB PAZLI9)ORIRYD 8 UBD uorejuswaydur
WR)SAS JsATeyed 9y ], s3o9fo1d [[e ur dwes ay) sem jonpoid
WRISAS 1SATe)RD 9y} Surjusws[dul J0f UOIJBZIUBSIO UMO S)SIN
ose pue ‘sjuefd 9891} JO [[e 0] dngie)) Jorpddns JsATejed suwes oy}
Jursnal Aq pajeadar sem USISIP [BUONBZIUBRSIO 9], "WEPIN0Y
pue ‘arodesulg ‘g puequiy ‘1 puepury :syuefd [[e 0} paonpojur
9I9M WA)SAS I8ATRIRD pasoiduur 9y J10J sSuSIsap jonpoid snbrun
‘ssa001d uononpoad A JO 9100 Y} I SI JBY) WISAS JSA[ejed
B0 34} JO JusWdO[aAID SNONUIIUOD 0} NP Aj1u10L JonpoLqd ay)
Fura04qutr {Snonuuod 40§ wiajsas JSuIvI ayj 404 4aygdns aus
) Suisn puv 9nposd wapsas 1sEvwa ayy dojpaap Gsnoauvynuas
puD ppng 0y Juun pazypiags umo Suogs auws ayj Suisf) ‘g

Juauoduwod

WR)SAS(NS [RUONRZIURSIO
pasnal pue Juauodwod
wRsAsqns jonpoad anbru() "AT

SMIIAIIUL WOIJ sajonb djdwres

ouspuadapiajul uoneziuesio-1onpoid Jo SuoreAIdsq()

syaed 309f01d ur syusuOdwod
WA)SASANS [RUOLBZIUBSIO
pue 3onpoud Jo 3snaI sA ssausnbru)

JOPM

38,6
1328

Table II.



5. Elaboration of the volume-variety matrix in the context of major projects —
interdependence of project product and organizational subsystem components
Based on the empirical findings, elaborated understandings of the product-organization
interdependence in the context of major projects are synthesized in Figure 3. The figure
includes four quadrants, which were developed based on the eight empirical observations
presented in Table II. Below, the framework in Figure 3 is explained. This elaborates the
volume-variety matrix (Davies and Frederiksen, 2010; Hayes and Wheelwright, 1979) in the
context of major projects by providing examples of as well as explanations for both
on-diagonal and off-diagonal positions. In order to emphasize the new knowledge that our
study brings to existing project management research, we also want to refer here to the
goals-and-methods matrix by Turner and Cochrane (1993) and relate our findings to
similarities to and differences from the matrix in their study. The goals-and-methods matrix
is a project level (and not subsystem component level) representation and its purpose is to
classify whole projects by their characteristics, according to the criteria whether their goals
and methods are being well defined vs ill defined. In contrast, our analysis on the subsystem
component level of a project attempts to unfold the anatomy of a single project by looking at
the component parts of the project and how they interact (e. how the product and
organization subsystem components are interdependent). We can see analogies with “goals
and methods” (in Turner and Cochrane, 1993) vs “product and organization” (in our study),
but our parameters of project’s component parts being either “unique or reused” does not
necessarily directly mean that the inherent goals and methods are being “ill or well defined”
as there may be also other parameters that affect the project’s goals and methods definition
at the outset, and vice versa, either ill or well defined goals and methods do not directly
imply that the project’s component parts are being either unique or reused.

Quadrants I and III are intuitive and support the ideas of Hayes and Wheelwright (1979)
and Davies and Frederiksen (2010): reused product subsystem components are associated
with reused organizational subsystem components (I), and unique product subsystem
components are associated with unique organization subsystem components (III).
The empirical study provides profound insights that explain the underlying logic in
these quadrants. Regarding Quadrant I “Using proven product and process technology,”

v Moving toward strategic Implementing incremental g
product innovations product improvements
Using the same organizational subsystem Acquiring an incrementally
component for implementing an improved product subsystem
improved product sub system component; component by using a different
. the choice of the same organizational organizational subsystem
Unique sub system component can take place component that allows for
carly on and without detailed product specialization for implementing the
specifications, and the requirements for product to match pre-determined
the product sub system component may specifications
be determined, e.g. in terms of better
Product functionality and performance
subsystem Using proven product and Introducing improved
component| 1 process technology methods to produce existing 1
products
Acquiring a proven product subsystem Acquiring the same product subsystem
component by using the same component which is implemented more
organizational subsystem component efficiently by usinga different
Reused with known performance and reputation organizational sul?system component;
based on implementation of similar for example, detailed product
product subsystem components specifications can be used in
successfully in previous projects competitive bidding to select the most
efficient supplier to deliver according
to the detailed specs

Reused Unique

Organizational subsystem component
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Figure 3.
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one explanation is that product subsystem components that are of strategic importance
often include embedded capabilities, such as in the automation system. Hence, it is crucial
that the design of the product subsystem component complies with standard design across
all projects (Observation 1). This explains the reuse of the organizational subsystem
component; as the supplier of the automation system in Finland 2 gained a good reputation
for having implemented a successful product in a good and trustworthy collaboration,
Neste repeated the organizational design in the automation system in Singapore and
Rotterdam. The view of reusing organization with products of strategic importance
complements existing knowledge in the extant project management research, building on
the assumption that the product determines the organization (Gaddis, 1959; Morris, 2013).

Quadrant II, “Introducing improved methods to produce existing products,” in contrast,
suggests that new and unique organizational subsystem components can facilitate the
introduction of new methods to implement similar products more efficiently. For example,
when the product is not strategically critical and safeguarding its design and
implementation is not of such high priority, a unique organizational subsystem
component can be used, taking more risk by implementing the same product more
efficiently by a different organization (Observation 4). This could be explained by the widely
accepted notion that the project is a temporary organization merely working on a given
pre-determined product specification, guided by plans and within pre-established
constraints of specification, time, and cost (Lundin and Soderholm, 1995). Building on
this, this paper argues that for a reused product subsystem component, selecting any
organizational subsystem component to do the work is possible, as long as it follows the
product specifications that have already been documented at a very detailed level in a
previous project or projects.

Quadrant III, “Implementing incremental product improvements,” includes a unique
product subsystem component with a reused organizational subsystem component. In the case
of a need to improve a product subsystem component, the respective unique product
subsystem components can be designed based on the need to improve it after previous projects
(Observation 7). This unique product subsystem component could then require a different
(unique) organizational subsystem component to implement this new product. Another way to
explain this is to first identify a potential opportunity for a unique organizational subsystem
component, which could then lead to a favorable change in the product subsystem component
(i.e. a unique product) as a consequence (Observation 5, Observation 6).

And finally, Quadrant IV, “Moving toward strategic product innovations,” suggests that
the same organizational subsystem component can be reused to implement a unique
(and better) product subsystem component in the following project. Detailed product
specifications of better and unique product subsystem components are not available
because of the lack of explicit knowledge in the project’s early phase about the final best
product solution. Plausible theoretical explanations for Quadrant IV include the reused
organization’s learning from past projects (Prencipe and Tell, 2001) and exploratory
learning (Brady and Davies, 2004). Furthermore, learning through probes and experiments
and learning from failures (Brown and Eisenhardt, 1997) could provide an explanation; if the
organizational subsystem component did not succeed in a previous project, then this
organization could have learned how to do it right this time. Alternatively, Quadrant IV
could also include the purpose of introducing innovations by continuously “designing in the
making” while producing a different and better unique product (Observation 8). This can be
explained, for example, through the selection of the same systems supplier that has proven
itself capable of producing successful unique end-products — even radical innovations — thus
providing benefits for the buyer’s business over and over again in different delivery projects
(Moller and Torronen, 2003). This could especially be the case when the product is of critical
importance, e.g. having a significant impact on the effectiveness of the operations.



In both Quadrants I and IV, the reuse of the organizational subsystem component is
important but for different reasons: for strategically critical project parts, the organizational
subsystem component in Quadrant I is reused to safeguard the proven technology, whereas
in Quadrant IV the organizational subsystem component is reused to guarantee that the
strategically important project part will become better. Hence, this study suggests that
reusing the organizational subsystem component is important with products of strategic
importance, irrespective of whether the aim is to produce a similar or different outcome.
Furthermore, the idea that the product design cannot necessarily be determined in the
beginning of the project but is designed in the making by the selected organization
(Observation 8 complements existing research by providing concrete explanations of
managerial activities and mechanisms concerning suggestions that the final product
depends on the organization (e.g. Brady and Davies, 2004; Gil and Tether, 2011).

6. Discussion

6.1 Contributions and research implications

First, this study provides understanding of project product-organization interdependence
by elaborating on the volume-variety matrix (Davies and Frederiksen, 2010; Hayes and
Wheelwright, 1979) in the context of major projects by analyzing product and
organizational subsystem components. In the context of major projects, the project
product is a complex system and the organization is a temporary multi-firm organizational
network (Artto and Kujala, 2008; Lundin and Séderholm, 1995). This paper elaborates on the
volume-variety matrix through empirical analysis of product-organization interdependence
with data from a multi-project setting and provides specific observations about connections
between unique and reused product and organizational subsystem components.
The findings support the argument that product and organization are interdependent in
the context of projects (Davies and Frederiksen, 2010; Gokpinar et al, 2010; Hayes and
Wheelwright, 1979), but they simultaneously reveal interesting findings about uniqueness
and reuse of components of product and organizational subsystems. Interestingly, the
findings indicate that uniqueness of the product subsystem component is not always
associated with uniqueness of the organizational subsystem component, indicating that
projects have both diagonal and off-diagonal positions in the volume-variety matrix when
engaging in analysis of subsystem components. Particularly, the findings suggesting
off-diagonal positions in the volume-variety matrix are interesting: deliberate decisions to
take these positions were made to manage the projects effectively. While Hayes and
Wheelwright (1979) encourage manufacturing firms to take positions on the diagonal, and
similarly, Davies and Frederiksen (2010) suggest that projects as a whole are positioned on
the diagonal, the present analysis of product and organizational subsystem components
provides deeper understanding by showing that off-diagonal positions are also possible and
explaining the reason it might be desirable to take off-diagonal positions. Simultaneously,
these findings provide further understanding about interdependence of project product and
organizational subsystems (Browning ef al, 2006; Ramasesh and Browning, 2014).

This study also complements previous research testing the volume-variety matrix in the
manufacturing context (Ahmad and Schroeder, 2002; Collier and Meyer, 1998; Helkio and
Tenhiala, 2013; Safizadeh et al, 1996; Schmenner and Swink, 1998). This is important
considering the ever-increasing projectification of society (Geraldi et al, 2011), as the
number and importance of major projects continues to grow significantly (Bryde, 2003;
Maylor and Turner, 2017). Simultaneously, it also responds to the critique and calls for more
research on the volume-variety matrix, reflecting today’s complex operations context
(McDermott et al., 1997). Moreover, by elaborating the volume-variety matrix (Hayes and
Wheelwright, 1979) in the major project context, the study contributes to research on OM,
which has mainly focused on manufacturing operations (Maylor ef al, 2015).
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The findings provide illustrations on how unique projects still have standardized
elements among their product and organizational subsystem components. This finding
gives further insight into the attempts to standardize project operations (Geraldi et al.,, 2011;
Oltra et al, 2005). This study’s findings show the ambiguous nature of the argument that a
project is either unique or standardized within a specific batch (Browning, 2010; Hobday,
2000); although a project can be characterized as unique at the project level, a closer look
reveals that there may be a significant amount of purposeful reuse in product and
organizational subsystem components and that the interdependence between the product
and organization as well as their unique vs reused components is complex. The findings
give support to the view of projects as systems, consisting of subsystems and their
components (Browning et al,, 2006; Ramasesh and Browning, 2014). These results further
imply that future research in OM could potentially also benefit from a more fine-grained
level of analysis of the volume-variety linkage in the manufacturing context (cf. Hayes and
Wheelwright, 1979). This could potentially provide an explanation for the mixed results of
tests of the product-process matrix (Helkio and Tenhiala, 2013; McDermott et al, 1997).
Finally, providing explanations for the off-diagonal positions at the component level gives
support to the contingency view as opposed to the best practice view, which has strongly
dominated operations and project management research (Boer ef al, 2015; Geraldi et al,
2011; Ketokivi and Schroeder, 2004).

6.2 Managerial implications

In addition to academic contributions and implications, this study also has implications for
the “practitioner problem,” that is, how to gain competitive advantage via project-based
operations (Maylor ef al, 2015). At the overall level, the results challenge the normative
element in PM based on best practice view (Geraldi et al, 2011) by suggesting that project
management practices must be adapted to the specific context.

Project managers aim to reduce a project’s uncertainty by reusing specific parts, selecting
components that have previously been used. The findings presented here demonstrate the
importance for project managers of considering “what” is being reused (product subsystem
component or organizational subsystem component) and “why.” Therefore, when referring to
uniqueness vs reuse in the context of a project, one message to managers is to carefully
consider the potential benefits of unique and/or reused product and organizational components,
taking into account the interdependence that makes the organizational component affect the
design in the making of a corresponding product component.

Based on the above, increased understanding of product-organization interdependence
provides a useful tool for project managers in terms of how this interdependence can be used
in the management of projects. The results indicate that reusing organizational subsystem
components (or alternatively, selecting a unique component) can serve various purposes.
For example, reusing an organizational subsystem component can result in creating either a
unique or a similar product subsystem component. The findings also help managers to see
the interdependence between product and organization. The findings concerning
subsystems that are mission-critical to the buyer are especially critical and include new
knowledge: the reuse of the organizational subsystem component, rather than the product
subsystem component, is important in strategically critical project parts but for different
reasons. For example, the organizational subsystem component can be reused to safeguard
proven technology in terms of ensuring successful reuse of the product subsystem
component, or alternatively, the organizational subsystem component can be reused to
guarantee that the product subsystem component will become unique and better through
anticipated innovation on the part of the organization.

Furthermore, the project-to-project view in the analysis has important practical value
as it indicates that projects can be built at least partly on reusing product and/or



organizational subsystem components from previous projects. This can be expanded
outside the project’s parent organization; a project manager might want to seek a project
from another firm to acquire appropriate organizational or product subsystem
components. This encourages project managers to ignore organizational boundaries
and take a broader look at how similar technologies have been developed and
implemented. Therefore, these results can serve as a framework for practicing managers
when defining new projects and designing organizations to plan and execute them.
Considering the purpose of the project, managers could use the framework to assess
whether to reuse or build a new product and/or organization. The key message here is
encouraging project managers to think outside firms’ boundaries and consider how
projects — despite being unique at the project level — do not start from scratch but can
build on and utilize knowledge and experience gathered from project components in either
product or organizational subsystems.

6.3 Pedagogical implications

This research provides new knowledge to students, practitioners, and scholars interested
in project operations in complex projects, by suggesting that choices on project
components’ product designs and organizational arrangements should be made by
carefully considering the effects arising from product-organization interdependence.
In other words, choices on the product and organization should be made with regard to the
implications that the organization may have on the respective component’s product
design, and vice versa, with regard to the implications that the potentially pre-determined
product design of the component may have on the organization that implements the
component during the project.

In elaborating the volume-variety matrix in the context of major projects with
both on-diagonal and off-diagonal observations, another pedagogical lesson for students,
practitioners, and scholars from our study is that major projects are complex
multi-firm organizational systems which have the capacity to adapt and change their
produced outcomes from one project to the next. Therefore, we can argue that the way
how the product-organization interdependence is actually manifested, is project
specific, and depends on the project’s unique context. In other words, while the
on-diagonal position suggesting that the assumption of unique organization being
associated with unique product component is true in one project, we observed that in
the next project there may be an off-diagonal setting where the same (reused) organization
(e.g. supplier) is associated with a unique and therefore different (e.g. improved)
product component.

The pedagogical lessons above are connected to the notion that major projects are more
complex than what can be illustrated by modeling the project at the outset. This occurs as
the project’s product components and the required processes to produce such components
cannot be known in the beginning of the project, as it is often the case with major projects
that the most valuable solution and how it will be achieved cannot be defined in detail at
an early stage. Therefore, at least in case of producing some component parts of the
project, the project system must rely on adaptive rather than prescriptive approaches.
This means, for example, that the specific processes and tasks cannot be defined in the
beginning of the project, but the project’s organization and its appropriate architecture
can be chosen early on, and the organization then has the capacity to define the processes
and tasks later during the project. In this way, the chosen project organization will be
designing the product in the making by adapting to the continuously changing
project-specific and situation-specific circumstances at hand, for the purpose of adjusting
the product design continuously during the project toward a more valuable solution for
the project’s owner or other firms participating to the project.

Product-
organization
interdependence

1333




JOPM
386

1334

6.4 Limitations and future research

Although a single case study setting has limitations in terms of generalizations,
it is suitable for the theory elaborative research approach (Ketokivi and Choi, 2014).
Moreover, a single embedded unit case study was necessary to facilitate the project-to-
project view, wherein potential connections between project subsystem components
were assessed. Our findings open up avenues for further research, which are explained in
the following.

First, in order to reach more detailed conclusions about interdependence between
products and organizations, future research could study embedded unit projects in other
project contexts. Research could take a design science approach (Holmstrom et al., 2009) and
make interventions in managing projects via product-driven and organization-driven
approaches, testing different combinations of uniqueness and re-use in project product and
organizational subsystem components. Considering the recent support for more
institutional explanations for organizational arrangements in the OM context
(e.g. Turkulainen et al, 2017), future research could also assess institutional explanations
regarding project product and organizational interdependence.

Second, while projects are suggested to have five subsystems (Browning et al, 2006;
Ramasesh and Browning, 2014), the choice of addressing only product and organization
subsystems in this study is based on the focus on elaborating the volume-variety matrix
(Davies and Frederiksen, 2010; Hayes and Wheelwright, 1979). The process subsystem is in
between the product and organization subsystems, as the organization does the work to
produce the product[6]. Therefore, aspects of the process subsystem are embedded in
analysis of the organization, which is also illustrated in the original high-level process
representation of the volume-variety matrix. A natural extension of this study is to include
the process subsystem in the analysis of major projects and assess at a detailed level how
choices of product and organization subsystem components are connected to the choices of
processes and tasks in the process subsystem. Especially, the question of a project’s
organization making choices about processes and specific tasks continuously during the
project’s lifecycle is intriguing. The rationale for such project organization’s behavior of
dynamically choosing and adjusting the processes during the project could be in designing
the product in the making, for the purpose of adjusting the anticipated to-be-product-design
at the project’s completion toward a more valuable solution for the project’s owner or other
firms participating to the project. These continuous adjustments and changes can be
justified due to, for example, changes in external or internal conditions, changed targets, or
new knowledge that is continuously acquired as the project and its product unfolds.
Moreover, digging deeper into team level in the organization subsystems could provide
opportunities to develop further understanding of product-process-organization
interdependence in projects.

Regarding project uniqueness, further research comparing how the project parts
contribute to characteristics of project uniqueness would be beneficial. Understanding the
nature of uniqueness in projects is important as it is related to uncertainty in the project and,
therefore, has an impact on how the project and its inherent uncertainty can be managed
effectively. For example, depending on the underlying project goals, the reuse of an
organizational subsystem component can be a device to manage uncertainty, or
alternatively the reuse of an organizational subsystem component can be a source for
additional uncertainty. This research could build on Helkio and Tenhiala (2013) and use a
contingency theoretical lens to analyze the interdependence between project products and
organization to develop further understanding, especially on the off-diagonal combinations.
Future research should also take the project lifecycle and related dynamisms into account
and analyze the project product and organizational interdependence and its evolution in
different phases of the project lifecycle.



Finally, research on product-organization interdependence in projects that builds more
strongly on research on modularity and, for example, complementing, expanding, and
elaborating the concept of mirroring (e.g. Baldwin and Clark, 1997) provides another
potential research avenue. Research could also develop further understanding of the
organization’s role in successful management of projects that lack initial plans or product
specifications and where product designs are based on continuous “designing in the
making” activity by the project organization.

Notes

1. “Major project” is a well-established concept in research on project management (Morris and
Hough, 1987). Research also sometimes refers to “megaprojects,” which are defined as major
projects, involving investments of $1 billion or more (Davies and Mackenzie, 2014).

2. While operations management (OM) research discusses the “production process” as a way to
manufacture end-products within a single manufacturing firm’s organization (e.g. Hayes and
Wheelwright, 1979; Woodward, 1965), such production processes are fundamentally different in
the context of major projects in two ways. First, the production system at the project level is
referred to as a “project organization,” which is a multi-firm network working on the project
outcome (Artto and Kujala, 2008) — in a typical single-firm product development project, this is
equivalent to a network of engineers (e.g. Gokpinar ef al, 2010). Second, such organization is
temporary; it is formed only for the purposes of the focal project and is dissolved after project
completion (Lundin and Soderholm, 1995). Hence, “production system” or “process” at the project
level differs from what the traditional OM research typically refers to as a single manufacturing
firm’s production processes (Hayes and Wheelwright, 1979; Maylor et al, 2015).

3. During the time of data collection, the name of the company was Neste Oil.

4. The product in such a building project is the refinery that is being build. The organization, on the
other hand, is the multi-firm network, which is responsible for designing and building the refinery.
This study focuses on projects and hence, we do not include the operational phase of the refinery in
the analysis.

5. Directive 2003/30/EC of The European Parliament and of The Council of May 8, 2003 on the
promotion of the use of biofuels or other renewable fuels for transport suggests that renewable
fuels should account for 10 percent of all fuel consumption in Europe by 2020.

6. The authors thank the Guest Editor for pointing out this observation.
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