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Managing Project Business Development: An Inter-
Organizational and Intra-Organizational Perspective 

 

 
1. Introduction 

 
Project business has been one of the dominating modes of international business for the past 

fifty years, and its prevalence continues to increase. More than 60% of exports from Finland 

and Sweden are in the form of project business, and the proportion is similar in other 

developed countries (Artto et al., 1998; Hadjikhani, 1996), with surveys showing that project 

business constitutes more than half of the international trade between developed countries 

(Cova, Ghauri and Salle, 2002). This trend is expected to continue (Ekstedt et al., 1999; 

Lundin and Steinthórsson, 2003). As Bryde (2000) has observed: “… the need to survive and 

prosper in ever-changing external environments is the most important driver behind the 

growth in project management”. The reason for such growth is the customers´ demand for 

customized products, competitive prices, and prompt delivery. 

The major characteristics of project business are: (i) uniqueness; (ii) complexity; and 

(iii) discontinuity. A project is unique in the sense that every project differs from another in 

size, type, customers, suppliers, volume, price, and so on. It is complex in terms of the 

technical, financial, political, and social factors involved. Finally, it is discontinuous in terms 

of a high degree of discontinuity in economic relations between suppliers and the customers. 

The nature of project business means that organizations involved in project management 

must be specialized and streamlined if they are to offer a full range of services to their 

customers, cope with demand fluctuations, and shorten response times. Past research on 

improving such business processes has focused on internal organizational capabilities, and 

most of this attention has been on the intra-organizational business processes of traditional 

organizations (Schollhammer, 1982; Pinchot, 1985; Covin and Slevin, 1991; Zahra, 1991; 

Hammer and Champy, 1993; Davenport 1994; Browning 1999, Levine, 2001; Antoncic and 

Hisrich, 2001; Amaratunga, Sarshar, and Baldry 2002; Greasley 2003). However, the 

distinctive characteristics of project business mean that any attempt to improve business 

processes on the basis of traditional product and manufacturing organizations is unlikely to 

fulfil the special requirements of project business. In particular, a focus on the company’s 

internal capabilities fails to recognize the importance of external networks, partners, and 
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other stakeholders in the conduct of project business. Indeed, researchers in the area of project 

management have largely neglected such inter-organizational relationships—despite the 

importance of inter-organizational cooperation being emphasized in research on networking 

in innovative companies (DeBresson and Amesse, 1991; Freeman, 1991; Saxenian, 1991) and 

in traditional industrial marketing and purchasing (IMP) (Mattsson, 1973; Håkansson, 1987; 

Baker, 1990; Kock, 1995; Dubois, 1998; Ford et al., 1998). The little research that is available 

on both inter-organizational and intra-organizational development in project business has 

focused on the diffusion process in such organizations (Antoncic 2001; Everdingen and 

Wierenga, 2002; Battisti and Stoneman, 2003).  

Very little attention has been paid to the integration of inter-organizational and intra-

organizational development in project-based organizations. In particular, no data can be found 

in the context of engineering, procurement, and construction (EPC) projects. This represents a 

significant gap in the literature—because project-based organizations (PBOs) must be able to 

conduct efficient business operations internally and externally. This is because project-based 

organizations are often required to manage more than one complex project at a time in a 

network context. 

The present study extends previous theory in the area of project management by 

recognizing that improvements in intra-organizational business processes need to be 

complemented by corresponding improvements in inter-organizational processes. Although 

the major emphasis of the research is on intra-organizational interdependencies of business 

processes, the study elaborates a framework for ensuring that intra-organizational processes 

are rooted in effective inter-organizational relationships. The study focuses on 

interdependencies between the actors, activities, and resources that are required to manage the 

complexities of project business—given its unique characteristics. Theoretical tools are 

provided to assist in understanding how projects are co-ordinated within and between 

organizations, and how business processes need to be developed to achieve this co-ordination. 

In particular, the role of network partners is emphasized as the focal point in the development 

of project business. The framework illustrates the interdependencies that exist between actors, 

activities, and resources in an inter-organizational and intra-organizational context. Functional 

areas presented in the information-sharing model are then tested with-dependency structure 

matrix (DSM). It is a relatively new approach in project management in particularly with EPC 

context. Finally, inter-organizational and intra-organizational approaches for managing 

project business development are combined in the analysis of multi-project management. 



 

 

3

 
 

 In the next chapter of this prologue, definitions of the studies are reviewed and the gap 

in research is highlighted. Chapter 2 describes the theoretical background and discusses inter-

organizational and intra-organizational perspectives. The methodological part is introduced in 

chapter 3 and the structure of the papers is presented in chapter 4. The author’s contribution is 

discussed in chapter 5. Finally, conclusions and recommendations for further research are 

presented in chapters 6 and 7. 

 

1.1 Definitions 

 

1.1.1 Project 
 
Ahmed (1993) defined a project as an “integrated package of resources to solve techno-

economic problems”. The Association of Project Managers (UK) defined a project as “a set of 

inter-related tasks that are undertaken by an organization to meet defined objectives, that has 

an agreed start and finish time, is constrained by cost, and has specified performance 

requirements and resources” APM (1998). Turner (1999) defined a project as “a complex 

effort to achieve a specific objective, within a schedule and budget target, which typically cuts 

across organizational lines. It is unique and it is usually not repetitive within the 

organization.” The Project Management Institute (PMI, 2000) defined a project as the “… 

application of knowledge, skills, tools, and techniques to project activities to meet project 

requirements”. 

Although these definitions differ, most refer to a temporary endeavour undertaken to 

create a unique product or service. In this context, ‘temporary’ usually means that every 

project has a definite beginning and a definite end, whereas ‘unique’ means that the product 

or service is different in some distinctive way from all other products or services. 

In the present study a project is taken to be: a set of interlinked activities with defined 

starting and finishing points performed by a group of actors, with human, financial, and 

material resources being organized through a central controlling process to undertake a 

unique and complex scope of work, of given specification, within constraints of cost and time. 

 

1.1.2 Types of project 
 
Projects vary in scope, responsibilities, and duration. Scope is the sum of the deliveries 

(products and services) to be developed through the project process. Depending on the scope, 
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projects can be divided into different types. Mattsson (1973) used the term ‘system 

deliveries’. Cova, Ghauri & Salle (2002) referred to ‘subcontracting’, ‘partial projects’, 

‘package deal’, ‘turnkey projects’, and ‘turnkey plus projects’. Sharma (1983) used the term 

‘project’ to refer to ‘contract management’; however, in the author’s opinion, ‘contract 

management’ could be cousin to a project but should be treated separately mode of 

international business. In most studies (Hirschman 1967, Holstius 1989, Bergen 1990, 

Luostarinen & Welch 1990, Artto et al., 1998, Vanhoucke 2001, Cova, Ghauri & Salle 2002, 

Owusu 2003, Wikström 2005, Welch 2005b) project business is organized in one of five 

major ways—(i) subcontracting projects; (ii) partial projects; (iii) package deals; (iv) turnkey 

projects; and (v) turnkey plus projects. 

In the case of subcontracting projects, one main contractor is selling a project to a 

buyer. The former often uses subcontractors. They, in turn, can involve their own partners 

(Sharma 1983, Cova, Ghauri & Salle, 2002). 

Partial projects involve different suppliers that independently co-operate with the 

buyer. In these cases, the buyer plans and manages the project by itself and buys parts or 

components from various suppliers, each of whom provides a part of the delivery. The 

suppliers are involved only with their own equipment, technology, and know-how. However, 

the suppliers might communicate with one another to obtain information about the others’ 

products and services so that they can fit with the rest of the project (Cova, Ghauri & Salle 

2002; Luostarinen & Welch 1990). 

Package deals are meant to solve a buyer’s problem. Such a package deal might include 

a service contract for several years. The seller might provide some services and buy some 

from its subcontractors (Cova, Ghauri & Salle 2002).  

Turnkey projects involve the delivery of a complete plant, factory, or institution, 

including the building, technology, and infrastructure—such that the buyer can literally open 

the door, turn the key, and begin operations. Although the seller might not supply most of the 

project value—the majority might come from several subcontractors—the seller is responsible 

for the whole project (Cova, Ghauri & Salle 2002; Luostarinen & Welch 1990). The 

International Federation of Engineering Council (Federation Internationale des Ingenieurs-

Conselies, FIDIC) has recognized difficulties with the term ‘turnkey project’, and has made 

some rules regarding the use of the term. In certain circumstances, the buyer is also required 

to provide facilities and support within the local (national) context, including protection from 

redundant liabilities. According to the FIDIC conditions for turnkey projects, the buyer and 
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other actors within the network must meet their own responsibilities, and the supplier alone is 

not responsible for ensuring the success of the project. 

A turnkey-plus project combines a turnkey project with additional activities and 

conditions—such as developing the idea behind the project (in consultation with the buyer), 

using the seller’s managers after launching the project, helping to find foreign markets, 

training employees, or obtaining financial assistance from banks or other financial 

institutions. Turnkey-plus projects allow the seller to stay in touch with the buyer for several 

years, earn additional profits, and sometimes help to find new projects (Cova, Ghauri & Salle 

2002; Luostarinen & Welch 1990). Some times such projects are also called ‘management 

contracts’. Sharma (1983) has equated the terms ‘projects’, ‘turnkey projects’, and ‘turnkey-

plus projects’ with the term ‘management contract’. However, the thesis author considers a 

‘management contract’ to be a separate mode of operation, and one management contract 

might contain several sub-contracting projects within it. Moreover, management contracts are 

often a substitute for foreign direct investment (Sharma 1983), and foreign firms usually own 

an equity share in the local firm, whereas turnkey or turkey-plus projects are usually 

conducted without vendor ownership in the project. 

It is apparent that the terminology used to describe various projects differs among 

practitioners. In the project-based organizations, five common types of projects can be 

discerned.  

• When the vender supplies only equipment to a customer, this is known as ‘equipment 

delivery’ (ED). These equipment deliveries include configuration, procurement, 

manufacturing, and delivery. Such deliveries can be with or without supervision of 

installation, commissioning, and start-up of machinery in a project. 

• When the equipment is delivered along with designing and engineering of a project, 

this is known as ‘equipment with engineering delivery’ (EEQ). 

• When engineering, procurement, and construction take place, these are known as 

‘engineering, procurement, and construction’ (EPC) projects. Such an EPC project 

can be with or without civil works. The purchaser does not have to manage and 

coordinate various technical and managerial aspects.  

• There are projects where the responsibilities continue to operate and manage a 

project for a certain period, otherwise known as EPC with operation and maintenance 

(O&M). 

• Finally, some companies develop, construct and own (DCO) the projects.  



 

 

6

 
 

The above definitions are formulated on the basis of the author’s investigation into the terms 

commonly used in the project-based industry. However, it must be noted that previous 

academic literature continues to use various different terms. 

The present study focuses on EPC projects. The processes of DCO are similar to those 

of EPC, excluding the ownership of the vendor during the time of construction and operation. 

The study’s emphasis on EPC project processes is appropriate because these represent the 

most complex form of projects and involve most major business processes. The results of a 

study of EPC projects, and the development of a model covering these actors, activities and 

resources, can therefore be generally applied to most forms of project business. 

 

1.1.3 Project business 
 

The term ‘project business’ denotes the overall activities of a project company that creates 

and delivers projects to its customers. The supplier, for its part, takes more responsibility for 

the success of a project than it would if supplying only some components or merely exporting 

some parts. Project business is thus an interaction of inter-organizational and intra-

organizational activities and their structures with respect to marketing, procuring, and 

executing project activities. Davies and Hobday (2005) use the term “project business to refer 

to organisations – which may be entire firms or units within firms – that deploy projects to 

achieve major business objectives, including all firms which design and produce complex 

products and systems (CoPS)”. A recently published study by Artto and Wickström (2005) 

defined that “Project business is the part of business that relates directly or indirectly to 

projects, with a purpose to achieve objectives of a firm or several firms”.  

For the purposes of this study, project business is defined broadly to encompass all 

business functions in which network actors and other stakeholders are involved in the process. 

These functions can be defined along the life cycle of a project as: ‘management’, ‘customer 

interface’ (or ‘concept development’), ‘engineering’, ‘supply and procurement’, 

‘transportation and logistics’, ‘construction’, and ‘operation’. In all of these activities, intra-

organizational processes interact with inter-organizational processes throughout the project 

life cycle. In project business, one department can be involved in many business areas and in 

various networks.  
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1.1.4 Process 
 

The term ‘process’ is an important concept that has received much attention and has many 

interpretations from various perspectives (Child et al. 1994; Harrison 1995). Harrington 

(1991) defined process as:“… the transformation of inputs into outputs; the inputs can be 

resources or requirements, whilst the outputs can be products or results. The output may or 

may not add value and could be an input to other process”. 

When the above concept is applied commercially, both within an organization and 

between organizations, it is referred to as ‘business process’. There are several definitions 

used in the literature in describing the design and the management of a business process. 

Tinnila (1995) stated that a “ business process is a group of logically related tasks that use the 

resources of the organization to provide the defined results in support of organizational 

objectives”. 

 

1.1.5 Project management 
 

The term ‘project management’ refers to the application of knowledge, skills, tools, and 

techniques to project activities and processes in order to meet (or exceed) a stakeholder’s 

needs and expectations with respect to that project. The term ‘project management’ is also 

sometimes used to describe the organizational approach to the management of ongoing 

operations (PMBOK 2000).  

According to the British Standard in Project Management BS6079 (1996), ‘project 

management’ is the planning, monitoring, and controlling of all aspects of a project, and the 

motivations of all those involved in it, to achieve the project objectives on time and to the 

specified cost, quality, and performance. 

A ‘project-management process’ is a generic term used to describe processes that apply 

to all projects. It forms the basis for a methodology that can be described in terms of project-

management practice and a set of supporting tools and techniques. Applying a project-

management process across the project life cycle increases the effectiveness of management.  
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1.2 Research question 
 

The driving force for this study is the gap between the reality of the firms engaged in project 

business and the available studies covering project management and business process 

development. The effort is to elaborate some thoughts and views on project management, 

which interrelates the firms’ inter- organizational and intra-organizational activities. In line 

with the integration, the dissertation uses an approach to the management of project-business 

interdependencies in the networks of actors, activities and resources. The organizational 

functions of project business, both inside and outside the firm, must be responsive to the 

dynamics of the market. This requires integration of the processes that interface with 

customers and suppliers (inter-organizational activities) and the support processes within the 

firm (intra-organizational activities). Such integration requires a framework to be developed 

and tested against the issues that arise for inter-organizational and intra-organizational 

management in project-based organizations.  

Demanding customers, new technologies, intensive competition, and changes in 

legislation mean that constant development is required in project-business operations. The 

question is not whether companies should modify their products and processes, but how they 

can do so in a responsible, effective, and efficient manner.  

In view of the above discussion, the overall research question addressed by this thesis is 

therefore: 

 

How do firms manage the development of their internal and external activities when 

doing project business in a network context? 

 

The first step in addressing this question is to establish the difference between project 

businesses and ‘traditional’ businesses. The organizations that are involved in project business 

are always formed around the activities involved. It is therefore appropriate to establish a 

structure for the processes involved in the key activities of project business. Establishing such 

a structure will allow a better understanding of how firms manage their internal and external 

activities when doing project business in network context. 

Lundin and Steinthórsson (2003) have observed that projects are manifestations of 

organizational action, and that they thus provide interesting insights into the inner workings of 

a particular organization. Homes (2001) suggested that modern managers focus more on the 
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project team than managers did in the past. However, pressure from senior management to 

produce tangible results often causes managers to proceed directly to the implementation of 

processes without first establishing a solid foundation for understanding the inner workings of 

their business.  

Apart from understanding the internal workings of the organization, it is important to 

identify the external issues involved in project management—to understand their links and to 

manage the interdependencies of actors, activities, and resources. The firm’s internal and 

external actors drive the activities of the network and develop it in different directions—

depending on the nature of the interdependencies that exist.  

This study therefore presents a framework that is elaborated on the basis of the 

reciprocal interactions of activities within and outside the organization—thus providing a 

coherent basis for continuous business-process improvement. In addition, the study presents 

new tools that can be used to develop project-business processes in each functional area in the 

intra-organizational context. The research demonstrates how project-business activities can be 

optimized using the right resources at the right time with the right actors and the right actions 

in an inter-organizational and intra-organizational perspective. 

 

1.3 Justification for the research 
 

Inter-organizational governance is a heterogeneous phenomenon, and different management 

strategies are therefore appropriate for different types of projects. But many firms are 

apparently not doing well in this regard. 

A study by Pennypacker & Grant (2003) found that a majority of respondents from 123 

project-based firms indicated that their organizations were ‘immature’ in terms of a project-

management ‘maturity model’ of the International Project Management Association (IPMA). 

The study found that 13.7% of organizations were operating on the basic level 1 (that is, 

without any proper process), 53.2% were operating on level 2 (structured processes), 19.4% 

were operating at level 3 (institutionalized processes), 7.3% were operating at level 4 

(managing processes), and only 6.5% were operating at level 5 (optimizing processes). These 

findings strengthen the case for the need to identify process optimization in project 

management—in particular by combining an intra-organizational and inter-organizational 

perspective. 
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Although project-management theory has been in existence for more than fifty years, 

most project-business firms still operate their businesses on the basis of traditional methods 

used in product development and delivery—methods that are unsuitable for project business. 

Söderlund (2004) as well as Lundin and Söderholm (1995) agreed that there is a clear need to 

develop theory in the project-management area, and to distinguish this field from traditional 

businesses. Davies and Hobday (2005) made a recent effort to distinguish project business 

from traditional business. However, the fact that there is a lack of studies on project business 

is still surprising. Cicmil (1999) pointed to the emphasis on re-engineering and business-

process re-engineering (BPR) during the 1980s and 1990s—noting that BPR had focused on 

processes in a mechanistic way that failed to deliver the results that had been expected.  

According to research conducted by Klien (1994), approximately 70% of redesign 

efforts in project business fail. Collyer (2000) found that more than 75% of e-business 

projects fail in the development of businesses processes, and cited two main reasons for this 

failure—a lack of internal communications and the project team’s failure to recognize the 

impact of the project process on the business as a whole. Matta and Ashkenas (2005) 

expressed surprise that some estimates suggest that more than half of all development projects 

fail. However, while recognizing the importance of external activities in these failures, these 

authors focused on project-execution risks.  

The present study proposes that this incidence of failures would decline if more 

attention were paid to the interdependencies between inter-organizational and intra-

organizational activities—despite the resistance to this approach in many organizations. 

However, the study adopts the attitude that such resistance should not be trivialized—because 

resistance can anticipate and identify flaws in new processes, and can thus be a predictor of 

problematic and high-risk endeavours. 

Although, there is abundant literature on business processes, most of it concentrates on 

inter-organizational diffusion and adoption behaviour or on intra-organizational process 

development (Everdingen and Wierenga 2002, Battisit and Stoneman 2003). However, project 

business is characterized by projects that are vehicles of interaction within and between 

organizations. In a wider context, it must also be recognized that projects are not negotiated 

with a set of individual external actors acting alone. These external actors are actually situated 

in their own contexts, and project business therefore needs to be understood in a total network 

context.  
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In many ways, a project is, in itself, an organization—a ‘new’ organization that links to 

other organizations, externally and internally. A framework that takes into account the unique 

characteristics of this ‘new’ organization is thus required. However, the problematic issue in 

any process structuring is that people who are used to a particular process or a particular 

organization have difficulty in adapting to a new situation. Nevertheless, attempts must be 

made to produce processes that add value to the customer in the context of this ‘new’ 

organization operating in a constantly changing competitive environment. 

In view of the above discussion, the present study argues that a new framework for 

project business is required—a framework that takes account of both the intra-organizational 

and inter-organizational realities of the network context in which project business is 

conducted. The ‘idea’ for this study came to the present author while working in a project-

based industry and seeking relevant knowledge in the academic literature. The original ‘idea’ 

led to the author’s thesis for a master’s degree (Sandhu 1998). This, in turn, stimulated further 

thought on how to structure this dissertation on business-process development in project-

based organizations. 

 

2. Theoretical background 
 

The project-management literature has focused mainly on intra-organizational development 

aspects—how a project is planned, controlled, and delivered. But managing a project is 

conceptually different from the traditional management of a product. Management of a project 

involves management of that project’s uniqueness, complexities, and uncertainties, and this 

requires both an intra-organizational perspective as well as an inter-organizational 

perspective. The uniqueness, complexities, and uncertainties should be managed 

simultaneously, and the process should be user-friendly. If the focus is on the project, rather 

than the firm, issues that arise both from inside and outside of the firm demand such 

simultaneous consideration. In accordance with this view, the study focuses on different types 

of projects, rather than different types of firms.  

In project business, projects and networks cannot function without each other. Project 

management requires that the business should be organized systematically within and between 

companies, and the processes should be aligned with the demands of customers.  Cohen and 

Levinthal (1989) as well as Davies and Hobday (2005) say that development has two faces; 

the first face concerns the internal activities of firms as they develop and integrate the inputs 
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they need to produce new products. The second face, which has become more important in 

recent years, refers to the external activities of firms as the integrate components, skills and 

knowledge from other firms to construct a project. This requires a careful and effective 

analysis and design of business processes. Moreover, the introduction of information 

technology (IT) for effective operation and coordination of business networks will function in 

a predictable way only if there is an accurate model of the interaction and cooperation in the 

network.  

As discussed above, the majority of large development projects fail as a result of a lack 

of internal communications or as a result of the project team's failure to recognize the impact 

of the project process on the business as a whole. Major changes in technology and new 

growth strategies can consume huge resources in the development of project business. Many 

studies (Klein, 1994; Collyer, 2000; Matta and Ashkenas 2005) attest to the disappointing 

results of specific projects or of the implementation of new processes for those projects. 

The problem is the traditional approach to project management—which fails to take into 

account the fact that a project that might contain hundreds (indeed thousands) of activities 

appears to the customer to be a single activity. The objective for project management must be 

to integrate all these activities into a single framework that will achieve the ultimate goal of 

project business. But a project, which involves a host of actors (both people and 

organizations) and resources, is difficult to plan in advance unless the project’s inter-

organizational and intra-organizational context is well understood. It becomes even more 

difficult if the external boundaries of the project, and many activities, are left off the plan. 

And even if the all the value-adding activities have been anticipated, they can turn out to be 

difficult (or even impossible) to integrate into the overall framework. Proactive strategies are 

therefore required to manage project business. 

Of course, project management does utilize project plans and time schedules, and more 

recently some modern organizations have been using activity-based costing and planning 

budgets to discover what the present study refers to as ‘interdependencies’. However, various 

tools (MS project, PERT, CAD, Vision standard, and so on) and critical-path methods are 

being used to discover these interdependent activities, not enough is being done to find 

interdependencies among ‘hidden’ or ‘disintegrated’ activities, actors, and resources. This is 

because traditional project management focuses on intra-organizational issues, and it is 

difficult to find certain ‘hidden’ interdependencies in big EPC projects if management is 

restricted to such an inter-organizational context. An approach that integrates intra-
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organizational and inter-organizational issues within a single framework is required for 

successful management of project business.  

Projects typically involve a series of activities being performed within a specific 

timeframe. These activities typically encompass several functional areas operating in tandem, 

both within and between organizations. This is sometimes referred to as ‘vertical’ and 

‘horizontal’ integration. Horizontal work streams usually involve people from different parts 

of an organization in a project business, whereas the vertical orientation is the key to 

identifying hidden activities and discovering their interdependencies in the network context 

(Matta and Ashkenas 2005). This is especially difficult and important in project-business 

operations—because most projects are performed only once, and project-based organizations 

therefore need to be better organized than traditional businesses if mistakes are to be 

minimized. 

The main concern of this dissertation is therefore to analyze the actors, activities, and 

resource interdependencies of business development in project-based firms. Doing this from 

an activity-based perspective makes it possible to relate to earlier research in project-based 

firms. Chandler’s (1977) analysis of business development in traditional American firms is 

well recognized as being an actor-oriented perspective—largely because of his notion of a 

“visible hand” being the most effective means of managerial direction in business 

development. 

Within project business as a whole, project management is the focus of this research, 

with particular emphasis on: (i) actors’ interdependencies; (ii) activities’ interdependencies; 

and (iii) resources’ interdependencies. Empirically this study is focused on power-plant 

projects and marine-power deliveries; however, the findings are expected to be generalizable 

to other project-based firms.  

Figure 1 and Table 1 illustrate the framework of inter-organizational and intra-

organizational interdependencies among actors, activities, and resources in project business. 
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Figure 1: A project business network  

(modified from Håkansson & Johanson, 1992) 
 
Table 1: Project business interdependencies with inter – and intra-organizational perspective 
 
Inter-
organizational 
perspectives 

Actors 
Interdependencies 
 
Enhance adaptations, 

cooperation, 

communications, 

personal contacts, 

social relationships, 

network. 

Activity 
Interdependencies 
 
Understand the 

linked of activities 

with network 

context.  

Focus on value- 

adding activities. 

Resource 
Interdependencies 
 
Linked human, 

financial and time 

resources for 

project 

management. 

Intra-
organizational 
perspectives 

Develop trust, 

commitment, 

cooperation formal/ 

informal, 

communications, 

personal contacts, 

power, dependence 

and network. 

Analysis parallel, 

sequential and 

coupled activities. 

Focus on value- 

adding activities. 

 

Linked human, 

financial and time 

resources for 

project 

management 



 

 

15

 
 

2.1 Positioning the study 
 

This study attempts to develop a greater understanding of the contextual aspects of project 

management in an inter-organizational and intra-organizational context. Intra-organizational 

development tools have been revolutionized with the explosion in information technology—

as a multitude of methods and software programs have become available for business. 

Beautiful process-mapped files can thus be produced, many of which are left to lie on the 

office shelves of senior managers. The problem is that very little attention has been paid to 

developing links between the inter-organisational aspects of business operations and to the 

analysis of how network resources can be used to develop business processes. Therefore the 

focus of this study is on networks in the development of project business. 

Traditionally, project-business processes have followed a path that allows development 

to be done in a sequential and controlled manner (Pahl and Beitz, 1996). However, some 

instability in the structures and processes does provide project managers with a creative 

opportunity to manoeuvre the product and process in various situations and changing 

environments (Hellström and Wikström 2005). It is true that project management cannot 

optimize its business processes without some degree of systematic structuring of its activities. 

However, a poor understanding of the inter-organizational perspective can crush the creative 

potential of value-adding activities for business development. It is possible to develop the 

‘best of the both worlds’ by structuring business processes in project-based organizations in a 

flexible manner that allows processes to be performed in a systematic and standardized 

fashion while allowing for the uniqueness of projects in optimizing the processes. As Ives 

(2005) observed in his literature review, there is a lack of research on the context of projects 

within organizations and its role in determining project success.  

A project business involves intra-organizational and inter-organizational networks, and 

requires different types of knowledge. One of the difficulties is that the available knowledge 

in both types of networks is not easy to capture. A model that combines intra-organizational 

networks and inter-organizational networks is required to capture such knowledge. The 

structuring and standardizing of project processes will allow the project manager to focus on 

how to act in various situations to manage the project business. 
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2.2 An inter-organizational and intra-organizational perspective 
 

It is generally believed that intra-organizational resource exchange is an attractive alternative 

to business-process development because the existence of shared values and common 

terminology used in project management facilitates resource exchange (Tsai, 2000, 2001; 

Almeida et al., 2002). Some researchers, however, have a different view on the effectiveness 

of process in inter-organizational and intra-organizational linkages. For example, Schulz 

(2001) has argued that, because of geographic proximity and cultural similarity, certain 

aspects of knowledge sharing occur more effectively within organizations. Although 

researchers have suggested that there might be potential differences in knowledge sharing and 

resource exchange between inter-organizational and intra-organizational relationships, this 

has not been empirically examined. 

In this thesis, potential differences between inter-organizational and intra-organizational 

business-process development is investigated. Taking a network view of the development of 

project business, the dissertation elaborates traditional methods of processes development and 

emphasises networks by exploring their flaws and complementarities. 

The study first develops an understanding and a framework for inter-organizational 

perspectives by exploring the complementarities of process activities in the basic development 

of project business. This approach was originally adopted in resource-based organizations 

(Pfeffer and Salancik 1978; Håkansson 1987; Barney 1991) with an inter-organizational 

network approach (Cohen and Levinthal 1990; Kogut and Zander 1992; Grant 1996; Hage 

and Alter 1997; Jin and Stough 1998; Teece and Pisano 1998). This is a new way to develop 

business processes—in that neither network research nor project-management research 

explicitly describe this approach in project business.  

Intra-organizations can be perceived when individuals inside organizations pursue 

opportunities without regard to the resources they currently control (Stevenson and Jarillo, 

1990). In project business, such intra-organizations are not only involved in direct customer 

interface, but also in indirect support of the processes of a firm. A variety of intra-

organizations can exist—for example, matrix organizations, projectized organizations, and 

coordinating organizations. Moreover, several structures of intra-organizations can exist to 

perform project activities. These arrangements depend on the proportion of the business 

involved in a project, the scope of the project, and the duration of the process involved. 

However, it should be noted that this study focuses on the development of business processes, 

rather than on the development of organizations in project business.  
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Inter-organizations in project-business networks are structured autonomous firms 

(including non-profit agencies) engaged in creating products or services on the basis of 

implicit open-ended contracts. These contracts are “socially not legally-binding” (Jones, 

Hesterly & Borgatti, 1997). An insightful perspective for understanding these networks is 

Granovetter´s (1992) ‘structural embeddedness’—which posits that the behaviour of firms is 

embedded in, or partially determined by, ongoing systems of inter-firm relations. Within 

project management Thompson and Richardson (1996) have argued that organizational 

systems have become more open, complex, and political. This creates a greater level of 

uncertainty and contributes to an unstable and changing project environment. Artto and 

Wickström (2005) say that the project business must be managed by external factors such as 

characteristics of the product and competitive environment. This high level of uncertainty 

challenges traditional approaches to process formulation. Many projects that are incorrectly 

labelled as ‘systems projects’ fail because of the leadership’s failure to recognize the 

relationship of the system within the whole organization (Collyer, 2000). 

Earlier research on intra-organizations has focused mainly on environments that could 

impede the development of corporations, rather than those from which benefits are derived 

(Souder, 1981; Schollammer, 1982; Kanter, 1989; Pinchot, 1985; Luchsinger and Bagby, 

1987; Brady and Davies, 2004). However, most organizations are in an ‘intermediate context’ 

whereby processes can be developed and benefits can be mutually derived. The important 

organizational characteristics for successful project development include openness in 

communication, adequate environmental scanning, management support, and established 

organizational values. In addition, intra-organizational business processes have an important 

complementary function (along with inter-organizational processes) in fostering the planning 

and execution of a project. A growing body of evidence suggests that these intra-

organizational and inter-organizational network relationships have a significant effect on 

organizational processes (Dacin, Ventresca & Beal, 1999). 

Developing business processes with an inter-organizational and intra-organizational 

perspective requires a precise understanding of what kinds of managerial practices foster 

business development. According to Amabile (2005), managers often destroy creativity in 

project-business development by failing to make good connections between people and 

activities. It is therefore important to identify the interdependencies between actors and 

activities, and to identify the resources they require to perform their tasks. 

Matching the appropriate actors with the appropriate activities and allotting the 

appropriate resources will obviously help in the development of project business. But 
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determining what is ‘appropriate’ is often difficult; proper analysis is required to identify the 

right links to perform the right tasks. 

Individual actors create creativity in the development of a project business by bringing 

their personal expertise and experiences to the task. But actors cannot work without resources, 

and resources are interdependent with organizations. On occasions, valuable resources can be 

wasted if activities and their interdependencies are not identified proactively. 

 

2.3 Project business as business networks 
 
A network is the involvement of two or more organizations in long-term relationships that 

position them as a ‘mechanism’ in markets and hierarchies. The central characteristic of a 

network is that actors or organizations are embedded (Granovetter, 1992) in interconnected 

social (and business) relationships that offer opportunities for, and constraints on, behaviour. 

According to Dubini and Aldrich (1991), networks can be defined as ‘patterned relationships’ 

among individuals, groups, and organizations that facilitate or constrain the activities of 

people and groups. These activities are interdependent and can be defined by both horizontal 

and vertical dimensions in the project business. 

In the context of project management, the present study understands a network to be a 

group of geographically dispersed industries or a conglomerate of industries with disparate 

goals that perform the project activities using available resources to achieve the specific 

objective of the project. These networks are formed on the basis of specific business areas 

within the project. However, each business area has its own set of internal and external 

relationships with customers, suppliers, and partners—each in own local market. Ghoshal and 

Bartlett (1990) noted that the headquarters of multinational corporations are no longer the sole 

source of competitive advantage for corporations; their external linkages with local market 

actors might well be critical sources of business development. Project-based firms are thus 

simultaneously embedded in an immediate network, as well as in external local market 

networks. This network of dispersed operations reflects the need to use internal and external 

sources in pursuit of business development (Dyer and Singh, 1998; Gulati et al., 2000). 

Indeed, the competitive advantage of a project firm is generated not only from the resources 

that exist within the firm, but also from those that extend beyond the firm’s boundaries (Dyer 

and Singh, 1998).  



 

 

19

 
 

However, despite the existence of these disparate networks, a high level of 

centralization and formalization does facilitate improvement in the organizational process 

(Zmud, 1982). Kim and Srivastava (1998) explicitly linked the level of centralization and 

formalization to the rate of intra-organizational diffusion because such centralization and 

formalization reduces role ambiguity and conflict in the implementation of the process. 

Nevertheless, the inter-organizational literature shows that the environment is critical—even 

in the presence of an excellent model of intra-organizational process (Pfeffer and Salanick, 

1978). 

Many studies have shown that industrial and social network ties increase the likelihood 

of the adoption of new business processes (Becker 1970; Burns and Westphal 1993; Kock and 

Björkman 1995). Moreover, developing business processes in concert with external network 

organizations increases the possibility of developing and implementing new resources.  

A project-business network thus involves the cooperation of actors in a chain to 

construct a project of value for the end customer. This chain is integrally managed regarding 

organization, procedures, and technical systems. Business networks can be considered as the 

horizontal integration of core processes to handle each customer engagement with support 

processes, whereas vertical integration focuses on integrating and optimizing each separate 

business process. 

With routine work, processes are usually carried out without any proper plan. Each 

individual knows his or her task within the company and executes this task as efficiently as 

possible. However, in project business, customers do not judge firms by individual tasks; 

rather, they judge them on the basis of the execution of overall business processes (and the 

eventual completion of the project). These processes require the cooperation and 

interdependencies of various people, resources, and information. Insight into the entire chain 

of activities will uncover bottlenecks, and enable employees to anticipate and control these 

events themselves. This is why successful approaches to business development take a holistic 

view in which networks are perceived to be the starting-point. 

Business-process development is thus linked across internal and external organizations. 

To design effective networked business processes, it is essential to work within the paradigm 

of customer-to-customer processes. Such processes need integrated management functions for 

business development in its business areas (such as concept development, engineering, 

supply, logistics, construction, and so on) to coordinate and synchronize all activities 

successfully for the completion of a project. Within the network context, important factors are 
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social interaction in the network relationships (Ghoshal et al., 1994), shared values, and a 

clear understanding of shared aims among the actors that constitute the network (Morgan and 

Hunt, 1994). These allow network actors to gain information and develop their business 

processes effectively (Adler and Kwon, 2002). 

Integrating all the internal and external processes is not an easy work because many 

organizations are involved, each with its own interests, and some might not share the common 

view. This can lead to significant divergences. Therefore, a commonly agreed model is 

essential in the implementation of business processes in a network context.   

Networks in the same industry and across industries tend to have varying levels of 

‘clusters’ (Gulati, 1995; Uzzi, 1997). These differences are due to organizations’ attempts to 

maximize their status (that is, avoiding partners of lower status). In the papers that constitute 

this dissertation, it is argued that variability in this regard is a determinant of the level of 

relational ‘embeddedness’ in a network. On occasions, network ties can be weakened, or 

become dormant, as a result of this factor. Hence, in project business, a network can be in a 

dormant mode in a specific period, but active when a business opportunity presents itself. 

Network research thus embraces a distinctive perspective that focuses on relations 

among actors—whether they be individuals or organizations. According to such a network 

perspective, actors are embedded within networks of interconnected relationships that provide 

opportunities for the completion of project processes. This perspective differs from traditional 

perspectives in organizational studies—which examine individual actors in isolation. The 

difference is the focus on relations rather than on attributes, and on structured patterns of 

interaction, rather than on isolated individual actors. It is the intersection of relationships that 

defines an individual’s centrality in a group, and a group’s role in the wider organization 

(White, Boorman & Breiger, 1976). 

Networks are influenced by the process requirements of organizations. Longitudinal 

studies have found that communication patterns change when organizations adopt new 

technologies (Burkhardt & Brass, 1990; Papa, 1990). In particular, recent changes in 

communication technology, such as electronic mail (email), have generated increased interest 

in the effects of technology on communication networks (Fulk & Steinfield. 1990). 

The interpersonal relationships embedded in the network are of crucial importance. It is 

important to consider the interpersonal group context in each organization when examining 

process linkages—because the meanings of such linkages will vary in accordance with 

different interpersonal relationships (Emirbayer & Goodwin, 1994). Investigating such 
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linkages within organizational groups or units not only advances the sharing of knowledge 

within the project business, but also contributes to understanding the process of organizational 

structuring. With such an understanding, project management can then become an open, 

equitable, structured process that is applicable to a wide range of business problems and that 

recognizes the multiple realities and perspectives within project business.  

 

3. Methodology 

 

A variety of research methodologies have been used in the study of project management—

including both qualitative and quantitative methods. The case-study method has been an 

important form of research in the social sciences and management (Chetty 1996), especially 

in studies of networks (Möller & Wilson 2001). By combining previously developed theories 

with new empirically derived insights (Yin 1994), the case-study approach is especially 

appropriate in the study of new topics. It can transcend the local boundaries of the 

investigated cases, capture new layers of reality, and develop novel, testable, and empirically 

valid theoretical and practical insights (Eisenhardt 1989; Tsoukas 1989; Voss, Tsikriktsis & 

Frohlich 2002). Although it has been argued that case studies are more appropriate for the 

development of theory than for the testing of theory, case-study research can actually be used 

for both (Woodside and Wilson 2003). It enables a researcher to go beyond a cross-sectional 

‘snapshot’ of a process (Miles and Huberman 1994) and helps to create a better understanding 

of the variations of the phenomena under scrutiny (Skaates & Tikkanen 2003). In this way, 

true causal relationships can be uncovered. In some cases it is possible to formulate logical 

conclusions in support of such causal relationships, and then apply these relationships to 

structurally similar cases (Hillebrand, Kok & Biemans 2001). For these reasons, the case-

study approach was chosen for this dissertation in examining the role of networks in the 

development of project business.  

The objective of the present study is to emphasise theory development, rather than 

theory generation. It thus adopts a systematic approach that builds on the refinement of 

existing theories, rather than attempting to invent new theories (Dubois and Gadde, 2002). 

This is an abuctive approach that is based on the continuous interplay between theory and 

empirical observation. The aim is to facilitate the discovery of new relations and variables in 

existing models by developing a persistent comparison between: (i) existing theoretical 

approaches; and (ii) observations taken from the case under consideration.  
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Kujala and Ahola (2005) claimed that a survey methodology does not fit in project 

business. It is the contention of the present study that this is because project managers are 

very busy people, and that they therefore do not have time for surveys. In contrast, a 

qualitative approach using the Delphi method is more appropriate for studying project 

management in a network context because it allows an interplay between the observations of 

one expert and another, and also allows the observations of customers and stakeholders to be 

incorporated. The following sources were therefore used for the present study: 

• interviews with intra-organizational actors (company personnel); 

• interviews with inter-organizational actors (customers and stakeholders); 

• an action approach (as the author was working and studying in project-based 

organizations); 

• observation of the development of the processes;  

• analysis of internal and external documentation; and 

• longitudinal observations of business-process development from 2000 to 2005.  

Both focus-group interviews and in-depth interviews were conducted with the key personnel 

involved in business-process development in project-based organizations. The qualitative 

research procedure is shown in Figure 2. 

 

                                                           Qualitative Research 

                Process 

 

 

 

 

                             Direct     Indirect 

                        (Delphi approach)                    (Observation, action research)                                      

 

 

 

      Focus Group           Depth 

       Workshop Interviews               Interviews 

 

Figure 2: A qualitative approach used for the research 
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The study started in 2000, when the activities of a power-plant project were being 

systematically structured. The author had access to the company’s database and documents—

from which the various phases in the realisation of different projects have been reconstructed. 

Data used in this respect included documents regarding the procedure to be used in managing 

the project, promotional materials, and a customers’ satisfaction index (a longitudinal study of 

customer satisfaction). In addition, the company’s personnel-training program, material about 

change-management programs in the company, and information about the existing processes 

of each department were easily available to the author. The company’s institutional material 

(such as balance sheets, members’ newsletters, articles published in project-based 

organizations, and information on projects in progress) were also consulted. 

As indicated above, a qualitative approach is appropriate to project business because 

every project is unique, complex, and discontinuous. This approach also allows the researcher 

to probe more deeply into a case in understanding how project business is managed. In 

particular, the Delphi method of investigation, which was introduced 50 years ago (Robinson, 

1991), allows “the most reliable consensus of opinions of a group of experts by a series of 

intensive questionnaires interspersed with controlled opinion feedback” (Linstone and Turoff, 

1975).  

The Delphi method allows the researcher to ‘interplay’ information from one expert to 

another. It also allows the researcher to understand the dynamics of business processes. This 

is because the Delphi method can be characterized as a method for structuring a group 

communication process so that the process is effective in allowing a group of individuals (as a 

whole) to deal with complex problems. It is a communication device that can be applied when 

the consensus of experts on an uncertain (often intangible) issue is desired (Linstone and 

Turoff, 1975). It is conducted in ‘rounds’—interspersed with group opinion and information 

feedback in the form of relevant statistical data. In summary, the Delphi method is a highly 

formalized method of communication that is designed to extract the maximum amount of 

unbiased information from a panel of experts. 

The Delphi technique is being increasingly used in many complex and uncertain areas—

such as the development of residential housing (Anatharajan and Anataraman, 1982). The 

present author therefore felt that the Delphi technique could be adapted to project business—

with a view to understanding the complexity, uniqueness, and uncertainties that exist in 

business-process development in such projects. 
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The Delphi method is appropriate for this research because planning decisions should 

be derived from a process of open debate, rather than from the aggregation of separate 

individual perceptions (Habermas 1984). In addition, this methodology allows for the 

multidimensional nature of environmental problems, the involvement of multiple 

stakeholders, and their capacity to share knowledge and learn new cognitive skills (Pickles, 

1995; Woltjer, 2000; Hemmati et.al., 2002). Interviews were therefore conducted to gain an 

understanding of the inter-organizational perspective for business development. This method 

provided the author with an opportunity to understand how inter-organizations view 

development and to ascertain customers’ assessments of significant value-adding activities.  

The Delphi method also allowed the experts to remain unknown to each another, and to 

discuss issues without being concerned about the hierarchy of the organization. The iterative 

nature of the procedure generates new information for experts, which enables them to modify 

their assessments and project them beyond their own subjective opinions. The Delphi method 

also provides an additional advantage in areas of uncertainty or in areas in which there are 

different opinions among experts. During the analysis of the data, the focus was on the 

opinion of the group, rather than those of high-ranking individuals. A concordance analysis, 

which measures the consistency of the experts, was adopted.  

In addition, the present author has been working in project-based organizations for five 

years. Action-research observations were therefore added to the Delphi method during the 

analysis of business-process development. Action research aims to solve current practical 

problems while expanding scientific knowledge. Unlike other research methods (in which the 

researcher seeks to study organizational phenomena without changing them), the action 

research is concerned to create organizational change and simultaneously to study the process 

(Baburoglu and Ravn 1992). It is strongly oriented towards collaboration between researchers 

and subjects. It is typically an iterative research process that capitalizes on learning by both 

researchers and subjects within the context of the subjects’ social system. It is a clinical 

method that puts process development researchers in a helping role with practitioners. 

 Action research has been accepted as a valid research method in many fields—such as 

organization development and education (Carr and Kemmis 1986; Van Eynde and Bledsoe 

1990). Indeed, it has been described as “the touchstone of most good organizational 

development practice” and “remains the primary methodology for the practice of 

organizational development” (Van Eynde and Bledsoe 1990).  

 



 

 

25

 
 

3.1 Data collection 
 
In the Delphi method, the selection of the expert panels is very important. A steering 

committee was initially formed to select experts to provide opinion on the criteria to be used 

in selecting appropriate business paths. Because this required in-depth knowledge and sound 

experience in process implementation, a carefully focused group of experts was selected. The 

following criteria were used to identify suitable participants for the Delphi method: 

• heads of departments that claimed ‘ownership’ of certain business processes (and the 

participants involved in these processes);  

• practitioners of the projects who had extensive working experience of process 

execution; 

• project managers currently involved in the direct management of business processes; 

• experts with detailed knowledge of process implementation; 

• a research group longitudinally involved with the case company; and 

• consultants to business-process development in the case company. 

 

The panel represented a wide range of experts in various functional areas within 

organizations, as well as experts in direct interface with customers and suppliers. The 

selection of experts thus fulfilled the Delphi requirement for a balance of experts from within 

and outside the organization. In addition, the members of the panel represented a wide 

distribution of professional people whose involvement varied from the initial stages of the 

project to its completion. The author was a member of the steering committee, and thus had 

access to the information used by the group. 

The company selected for this part of the study was a multinational company that sold 

an average of 100 projects annually (140 in 2004). This company had executed more than 

4500 projects around the world. 

The thesis author initially contacted the vice-president of the case company with a view 

to conducting empirical studies. The vice-president of project delivery and two general 

managers from the project division took part in the first meeting with the author to discuss the 

overall proposal to study business development from an inter-organizational and intra-

organizational perspective. After about a month, during which senior management of the firm 

was consulted, the proposal was approved. The vice-president of power-plant projects then 

sent a memorandum of understanding to all personnel (about 700 employees) encouraging 
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their co-operation with the researcher. This was desirable because some staff members were 

concerned that research on business processes often recommends a reduction in the number of 

employees (with a view to increasing profitability). The support of senior management was 

therefore important to the project. 

In developing a questionnaire, a description of each process activity and its purposes 

and goals was requested in the form of a report. Information was sought on what kinds of 

inputs and outputs (in the form of information and resources) were needed. The time required 

to complete each activity was noted. Another task was to identify one person who could be 

responsible for the entire activity in question. These steps allowed the interdependencies for 

each process to be identified. All of this information was gathered using the Delphi method. 

An example of  a questionnaire is described in the appendix C: 

In the first phase, the author mapped about 500 main process activities of EPC projects 

from an intra-organizational and inter-organizational perspective. 

 

3.2 Interviews 
 

In conducting interviews, the researcher began with ‘ground-floor staff’, and then interviewed 

their managers at a later stage. In all, 167 research-project participants were interviewed in 

Finland, South Korea, and Pakistan. Interviewees included: 

• customers; 

• personnel of the case company; and 

• managerial staff (including vice-presidents, general managers, sales directors, project 

managers, chief design engineers, design engineers, logistics managers, logistics co-

ordinators, and other managers executing business processes at various sites in about 

160 countries.  

 

The business processes were developed in a top–down fashion (from senior management to 

staff members) and were analyzed in a ‘bottom–up’ fashion (from staff members to senior 

management). Sometimes individuals were interviewed several times to verify the data 

received from other experts. This was in line with the requirements of the Delphi method. As 

a result of a tape-recorder malfunction, three of the interviews were lost, and two tapes 

remained blank while recording due to human error.   
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Re-interviewing a person was counted as a ‘new interview’ in the total numbers. The 

interviews lasted 3–8 hours, depending on the nature of the ongoing discussion. Many 

insights were noted during informal discussions at lunch times and coffee breaks. The 

interviewees were asked questions about their tasks in the processes and their opinions on the 

methods and tools used in business development. The interviewees were encouraged to 

provide information openly, and the interviewer attempted to stimulate this by ‘inter-playing’ 

information that had been received from other experts (without mentioning names). The 

purpose of this method was to provide the interviewee with stimuli regarding the initial status 

of a given process, its interdependencies with other activities, and the interviewee’s links with 

others.  

The inputs and outputs of various processes was an important part of the questionnaires. 

Identifying the process ‘owner’ was often a difficult task because several departments claimed 

ownership of certain processes. However, gathering all departments under one roof helped to 

identify the process ‘owner’ and process participants. In addition, a pie chart that listed seven 

major business functional areas was used. This poster was printed on a large sheet of paper 

(150 cm x 300 cm)—which was hung on the wall of a workshop seminar room, as well as on 

other walls in the case company’s main campus. The chart showed all the processes on one 

sheet, together with all the main processes and their links with other activities. The personnel 

appreciated being able to visualize a holistic view of the project business.  

The details of the case studies, total number of projects, and countries involved in the 

research process are presented in Table 2. 

 

Table 2: Case studies   

Paper Countries Projects In depth Types No. of interviewees 

1 FIN, PK 32 1 EPC 25 

2 FIN,PK,SK 37 2 EEQ, EPC 21 

3 FIN 4000 -- ED, EEQ, EPC 80 

4 FIN 30 1 EPC 23 

5 FIN 30 1 EPC 18 

    TOTAL 167 

 

    FIN = FINLAND  PK = PAKISTAN  SK = SOUTH KOREA 
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Interviews conducted in each “process competence area” can be categorized as follows: 

Management  22 
Concept development: Customers interface 52 
Engineering 40 
Supply: Suppliers 23 
Transport and logistics: Transport companies 18 
Operation and maintenance  12 
Total              167 

Altogether, three workshops were conducted in a year. Interviews were tape-recorded, and 
later transcribed.  
 

During the first round of Delphi method, participants were more from bottom to top 

rather than top to bottom. Among them, mechanical design engineers, electrical design 

engineers, civil works engineers, project managers, quality manger, transportation and 

logistics co-ordinators. After screening and developing the process, second round consists 

with only project managers, general managers and site managers along with area directors. 

Third round was most complex round as all process owners were gathered under one roof in 

a hotel, to finalize it. Participants in the seminar were vice president, general managers, 

project managers, and information system managers. 

In undertaking the interviewing of customers, a few appropriate projects were selected 

in consultation with the management of the case company. Cases for this purpose were 

selected on the basis of: (i) the project being an EPC project with a maximum number of 

processes involved; and (ii) the ease of author access to customers. The author also used his 

own network relationships to access customers. In practice, these criteria meant that the 

biggest projects around the world (at the time of the research with the case company) were 

selected. The author also visited the various sites involved with each project for in-depth 

study. The value of the single ‘big’ case project was estimated more than 200 million Euros. 

There were about a thousand people working on these projects over an 18-month period.   

The sample of case projects was a reliable representation of the population of industrial 

projects conducted by the case company in Pakistan and South Korea. The sample consisted 

of a mix of small, medium-sized, and large projects—thus allowing the author to generalize 

the results for a wider perspective of project management. 

In the first two papers (representing the inter-organizational perspective), the author 

used a qualitative approach in which interviews with customers and suppliers were recorded. 

The third paper represented a combination of inter-organizational and intra-organizational 

perspectives. The remaining two articles (which focused on the intra-organizational 
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perspective) also used a qualitative approach, and interpretations were gathered by Delphi 

method with Microsoft Project, MS Visio standard, CAD, and Microsoft Access software 

being used to analyze and update the data. 

Initially, the author structured the activities in MS Project, which were later mapped 

using a Visio standard software program. This was an easy way to demonstrate (to the 

experts) the links of activities—which was otherwise difficult to demonstrate in MS Project 

(see as an example appendix D). The review processes were also illustrated on paper to show 

the important gateways in the various activities. Initially, the time required to complete each 

process was estimated in MS Project software, but this was omitted in the later analysis as a 

result of difficulties encountered in measuring the time involved in the development of a 

process.    

Each activity drawn on Visio standard was then transferred into an MS Access database. 

The field of data were careful analyzed in terms of existing models of business-process 

development (Hammer and Chemmy 1993, Davenport 1994, Robb 1995, Vakola and Rezgui 

2000) and quality standards in project-based organizations. From the Microsoft Access 

database a report was generated in which all properties of the process were listed (see details, 

Paper 3 methodology).  

 

3.3 Research process 
 

The process of this dissertation, as represented in Figure 3, demonstrates the abductive path 

discussed above. As shown in Figure 3, the process started from the author’s master’s thesis. 

Having worked for five years in project-based industry, the author had a good understanding 

of the subject matter before beginning on the formal study, and therefore had a solid basis for 

defining the research questions of this study. This experience in the industry also assisted the 

author in gaining access to senior management in the project division of the case company; 

their interest and support were of great assistance to the researcher. 

 The knowledge gained from working in the field and undertaking a thorough review of 

the literature in project management enabled the author to identify gaps that needed to be 

filled. The process of this research was thus ‘back and forth’—incorporating both theoretical 

and empirical studies—in attaining a full understanding of the complexity of project business. 
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Figure 3: The research process of this dissertation 
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4. Structure of the papers 

4.1 Summary of the papers 
 

The selected five papers included in this dissertation explain the basic framework for the 

development of project business within its functional areas (see Figure 2 in paper3, Figure 2 

in paper 4, and Figure 3 in paper 5). Each paper covers various aspects of inter-organizational 

and intra-organizational perspectives for project management. The composition of the papers 

for this dissertation is summarized in Table 3 and novelty as well as results is described in 

table 4. 

 
 
Table 3. Conceptual focus in the papers 

No. & Journal  Inter-organizational  Intra-organizational 

Paper 1 

IMM 

Project business, interdependency, 

resource dependency, actors 

dependency, networks 

 

Paper 2 

Book chapter 

Project business, actor 

interdependency, resources, social 

relationships, commitment, dynamic 

process, networks 

 

Paper 3 

BPMJ 

Project business, business process 

development, knowledge management, 

activities interdependencies, value 

adding 

Project business, business process 

development, knowledge 

management, activities 

interdependencies, value adding 

Paper 4 

IJMED 

 Project business,

Supply process activities, dice 

game

Paper 5 

IJLSM 

 Project business, project logistics, 

Interdependencies,

DSM 
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Table 4. Novelty and results of the papers 

 Novelty Results 

Paper 1 

IMM 

Project business as distinct entry 

mode 

Project business required strong 

networks 

Paper 2 

Book chapter 

New specific characteristics of 

project business 

Project business is business networks 

Paper 3 

BPMJ 

New model for Project 

management 

Demand specific analysis in function 

areas 

Paper 4 

IJMED 

New multi-project management 

approach, Dice method 

New tools to specialized in business 

functional areas 

Paper 5 

IJLSM 

New concept to develop logistic in 

PB with DSM 

How to develop business processes 

 
 

Paper 1 and Paper 2 concentrate on inter-organizational development and focus on 

management and concept development with a customer interface. These papers distinguish 

project business from traditional businesses and elaborate on the management of project 

business in a network context. As Eppinger et al. (1994) have argued: “ primary development 

challenge is to integrate the many sub-problem solutions into a well-designed system. The 

trouble is that such interactions are often poorly understood and are rarely known in 

advance.” In accordance with this assessment, Paper 1 and Paper 2 discuss the phenomenon 

of project business with a view to understanding the organizations of project business and 

how it should be managed.  

Paper 1 is entitled: “Project Business - A Distinct Mode of Internationalization”. It 

highlights the neglected issue of the precise identity of project business—noting that it is 

often confused with other forms of business. But confusing project business with other modes 

of international business is inappropriate in view of its unique characteristics. This paper 

suggests that the concept of ‘network’ is essential to project business and its development. 

The paper then highlights inter-organizational governance in which a ‘systems approach’ is 

used for traditional business development. The paper explains why a different approach is 

needed to develop the processes in project business. As Lundin and Söderholm (1995) stated 

in comparing project organization (temporary organizations) with traditional or permanent 

organizations, the different expectations, executions, and outcomes of project business require 

new insights about how to deal with business development. Different modes of international 
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business operations are demonstrated in Table 1 of Paper 1. This provides insight into the 

unique process of entry required in project business—an insight that has been missing in 

earlier studies, which considered project business as an export. The present study makes clear 

that it is more than merely an export. Table 1 in Paper 1 was developed by analysing previous 

literature. The scale of ‘high’, ‘medium’, and ‘low’ compares what others have said about 

project business and how the present analysis differs. 

The second paper also concentrates on inter-organizational matters. It explores the 

concept of networks and claims that “Project business as business network”. Using in-depth 

case studies from Pakistan and South Korea, the paper explains how a company can succeed 

in stagnant and conservative markets. 

The third paper is the core of this dissertation. It presents a framework for the 

development of project business, and discusses the inter-organizational and intra-

organizational perspectives required to manage the project activities. It also proposes a 

template for developing project business, but does not guarantee that the same activities exist 

in all project-based organizations.  

The fourth and fifth papers develop a model of the intra-organizational activities of 

supply and logistics for multi-project management.  

The papers are described in more detail below. 

4.2 Individual papers 

 

Paper 1: Project Business - A Distinct Mode of Internationalization  
 

Scholars have stressed that the mode of internationalization is one of the most important 

decisions that has to be made by firms. This paper compares project business with other 

modes of internationalization. The paper identifies the distinctive features of project business, 

especially its complexity, and proposes and elaborates a framework for managing such 

businesses as a separate mode. The paper discusses the major extant theory of 

internationalization (the ‘Uppsala internationalisation model’) and compares this with the 

‘network approach’ to international market entry. A single project sale can be a temporary 

form of direct involvement in a foreign economy. However, this provides opportunities for 

network interactions that can facilitate ongoing projects and other business opportunities in a 

foreign economy. 
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Earlier studies have viewed project business as a form of export, but this paper argues 

that project business should be differentiated from exports in order to develop its business 

processes and usefulness as a distinct mode of internationalised business. The paper discusses 

a longitudinal case study of a company that uses project business as its strategic choice for 

internationalization. The paper concludes that project business is a distinct internationalization 

strategy. 

The Wärtsilä case that is discussed in the paper shows how a company used project 

business to enter a foreign market. The company’s international business strategy accelerated 

significantly after the adoption of project marketing—which provided it with competitive 

advantages through the total solution that it offered to buyers. Finally, the study shows that 

project business provides a profitable path to internationalization. It offers an alternative to do 

business in a large number of countries, even in those that a firm would presently consider 

unstable. It proposes that a network approach is viable in project business as a strategic 

alternative for international market entry on its own, or in combination with other modes.  

The paper shows that business networks provide a way to overcome the problems of 

risk, lack of knowledge, and lack of resources. Networks do this by cooperation and the 

sharing of capabilities among partners. This enables firms to internationalize quickly beyond 

geographical and psychic barriers. 

The paper concludes that relationships are important for project business in the network 

context. It suggests that intra-organizational processes are linked with inter-organizational 

roles and activities in such a network context. 

 

Paper 2: Project business as a business network 
 

The conclusions and issues identified in Paper 1 are further explored in the paper 2: “Project 

business as business network”. Several studies have noted problems for project businesses in 

using both the traditional perspective and the business-network perspective. There is a need 

for the development of new ideas that integrate the peculiar characteristics of project 

businesses. The aim of this paper is, therefore, to develop an analytical framework for 

analyzing project business. The study turns its attention away from the traditional view of 

project marketing and focuses on the business-network perspective. 

The paper presents three specific characteristics that differentiate its theoretical view 

from earlier studies on project business. A framework for business-process development is 
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presented with special emphasis on network. It provides a better understanding of the 

dynamic processes by using an interaction approach in the inter-organisational context. The 

choice of concepts is informed by empirical research on international project business. Two 

case studies are used to analyse the delivery of power-plant projects and marine projects by 

the Wärtsilä Corporation of Finland in South Korea and Pakistan. In both cases the paper 

notes the strong impact that other actors had on Wärtsilä becoming established in two foreign 

business networks. In the South Korean case, Wärtsilä gained access to the network in the 

first phase through its agent. In Pakistan it was possible for Wärtsilä to enter the business 

network through a Japanese company, Tomen Corporation. Social relationships were of 

particular importance. In South Korea, Wärtsilä was forced to change its agent when the key 

person moved from one company to another. In the Pakistani case, the president of the 

Japanese company made direct contact with the president of Wärtsilä and made it an offer that 

could not be refused. 

It is interesting to note that the same Japanese company provided access to vital 

knowledge about the two different business networks, and that this knowledge helped 

Wärtsilä in both cases. In the South Korean business network Wärtsilä’s position became 

stronger when it merged with Sulzer, which was already established in the business network. 

Wärtsilä was able to take over the relationships and associated activities that Sulzer had 

established.  

The paper also examines the dynamic processes involved. Aiming to establish a position 

in the business network, Wärtsilä approached different actors, and in some cases signed 

formal contracts. Some actors were competitors in the bidding phase, but later become 

suppliers when the project was realized. The paper also notes that Sulzer was originally a 

competitor in the establishing process, but later became a cooperative partner through the 

merger.  

The paper concludes that it takes time to establish a position in a new business network. 

In both cases examined in the paper, external actors had triggered the initial process. Later, 

when the process was under way, Wärtsilä wanted to show that it was committed to staying in 

the business network 

The first two papers represent important steps in understanding the nature of project 

business and developing a systematic architecture of activities—especially the interface with 

customers. Both papers focus on inter-organizational perspectives. 
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Paper 3: Business process development in project-based industry: a case study 
 

The third paper takes account of both inter-organizational and intra-organizational 

perspectives. The strategic focus of organizations today is on the customer—and how internal 

and external processes can serve the customer. This paper presents a systematic approach to 

project process development and identifies key aspects of long-term process evaluation. A 

framework for process development is presented with special emphasis on value-adding 

activities in EPC projects. The framework provides a better understanding of the dynamic 

processes and critical interfaces in inter-organizational networks. It brings cross-functional 

discipline, and models upstream and downstream process activities. Many organizational 

integration problems result from poor coordination of activities and loose definition of 

interdependencies. The model presented in this paper defines the architecture of the main 

process activities in different functional areas and recognizes that multiple interdependencies 

can be ‘bogged down’ in attempts to ensure coordination for effective process completion.  

The choice of concepts and final construction of the framework is informed by an 

empirical research of EPC projects, and a case study of the power division of Wärtsilä 

Corporation is analysed. Empirical findings are gathered through the Delphi method and the 

use of personal group interviews with the key actors involved. A model for process 

development is developed, which reduces the coordinating time by linking interest groups to 

the development of their targets, information, and knowledge-sharing. The emphasis is on the 

right place, the right actors, the right resources, and the right time. 

The results of the implementation phase of the model at Wärtsilä demonstrate that the 

model helped the company to identify overlapping activities in processes and responsible 

actors for process completion. The systematic approach of paper 3 not only helped the 

company in managerial decision-making, but also served as a tool to identify incomplete tasks 

during specific phases of project. It is not claimed that the presented model replaces earlier 

models. Rather, it represents a base line for intuitive judgments and process optimization. 

 

Paper 4: Supply process development for multi-project management 
 

This paper undertakes a deeper analysis of the supply side of project business—with special 

emphasis on turnkey projects. The paper elaborates the interlinked activities of a project in 

which human, financial, and material resources are organized to manage cost and time issues 

for multi-project management.  
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Turnkey projects (defined above) are now one of the dominant modes of international 

business, and allow firms to provide a wider variety of products and services than previously 

provided. A framework for analyzing the activities, complexities, resource dependencies, and 

inter-dependencies is presented. The emphasis is on value-adding activities and a systematic 

method of managing them. The framework provides a better understanding of the dynamic 

processes and critical interfaces. Discussion of the challenges faced by the project 

organization and suggestions to improve project performance are presented. The choice of the 

concepts and final construction of the framework is informed by a review of EPC projects. 

Management of the multi-project environment involves capacity decisions. In many 

cases, some resources can become a constraining factor for task completion. Other tasks and 

projects can be consequently affected. Capacity limitation can change from one resource type 

to another as the project progresses. For example, a heavy workload at the design-engineering 

phase can delay several projects for a long time. Sometimes load-level fluctuates because of 

distortions produced within the company.  

The key parameters for multi-project capacity management include capacity planning at 

the process level and the acquisition of flexible resources. However, it is even more important 

to manage the ‘self-caused’ distortions. The reasons for this phenomenon include: (i) 

uncertainty of task duration in sequential tasks; (ii) constraint capacity (limited resources); 

and (iii) feedback loops with constraint capacity. Assessing task duration is a difficult task, as 

is managing capacity in cost-efficient way. The feedback loops—rework caused by 

specification changes or updated information—can be managed by proper process design. To 

illustrate the effect of feedback loops in a capacity-constrained system, a ‘dice-game’ model 

is introduced. This model facilitates such analysis and reduces ambiguities in task execution.  

 

Paper 5: Project logistics with dependency structure matrix approach: an analysis of a 
power plant delivery 
 

Current project business planning and practices take little account of the interdependencies of 

their activities—especially when developing business processes for logistics development in 

turnkey deliveries. This leads to compromises and rework—with associated losses in time and 

resource costs. Traditionally, project management has used PERT, Gantt, and MS Project as 

tools to ensure smooth logistics. However, these techniques do not allow for the particular 

characteristics of project logistics. For example, a project is performed only once. Moreover, 

there is a need for significant flexibility in decision-making compared with traditional 
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organizational logistics. In addition, rework involves heavy penalties in project business—as 

a result of the time and budget limitations inherent in many suppliers being involved all over 

the world. It is therefore essential to find ways to identify the activities (and their 

interdependencies) that cause delays in project logistics. 

This fifth paper analyses the case of a power-plant delivery project to compare and 

contrast the key features of project logistics with those of traditional distribution logistics. A 

dependency structure matrix is used to analyse the information and material flows of the 

project. Steward (1965) developed a tool for complex problems and termed the technique a 

‘design structure matrix’. This was modified by Browning (1999) to produce a ‘dependency 

structure matrix’ (DSM). The DSM is a tool for analyzing and developing complex systems—

such as product-development processes, complex organizational interactions, and concurrent 

engineering (Yassine & Braha 2003). The main feature of the DSM is its mapping of the 

interactions of the activities into a matrix, with the connecting information flow elements 

being listed on the diagonal.   

The DSM has been used in the manufacturing and construction industry (Eppinger et 

al., 1994) up to a maximum of 50 activities for the design of a product. However, the logistics 

of a power-plant project might involve hundreds of major activities. These, in turn, can be 

broken down into thousands of subsidiary activities. Therefore, it is necessary to divide the 

activities into three basic types of relationships—activities A, activities B, and activities C. 

The first type is in a ‘parallel’ relationship whereby elements are not dependent on each other, 

and can therefore proceed separately. The second type is in a ‘sequential’ relationship 

whereby one element depends on the input fed from another. This is the traditional 

dependency as used in PERT and Gantt charts. The third type, ‘coupled elements’, refers to a 

set in which both elements depend on the other. Any change in one element has an effect on 

the other. These cyclical dependencies are called ‘circuits’ or ‘loops’, and are seldom 

described in any project logistical plans. In practice, all such cyclical dependencies represent a 

risk for the schedule and budget of a project. This is especially the case if the information 

feedback is organized from a later part of the project back to the initial stages. For example, a 

review done in the very late stages of the project might reveal that the assumptions made in 

the beginning were wrong, and that most of the tasks in between now need to be reworked.  

Interdependencies between components in the system mean that a single missing part 

can cause a delay in the installation of another—which could delay the whole project. Taking 

into account the cost magnitude of projects, delays are very expensive; for example, in the 

case of a power plant, missing few days from the target might be worth millions of euros. 
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Interdependencies between changes in requirements and design of the products have a 

direct impact on logistics. For example, changing from heavy fuel oil to emersion oil requires 

changes in many subsystems. Major design changes affect the overall project schedule—thus 

affecting transportation and installation. The transportation volumes in project-type products 

can be immense, and the logistical decisions are often made in very early stages. For example, 

preliminary transport check-ups are carried out even before offering the project. This can 

mean that a last-minute change, characteristic of most projects, can be extremely costly. 

This paper shows that mapping interdependencies is important and potentially profitable 

for project businesses. Mapping done in a DSM matrix format could be used as a tool to 

discover interdependencies between activities. This is an issue that is not discussed in 

traditional logistics. A well-designed transportation system operates proactively, and also has 

a built-in capability to react to changes. 

  

4.3 The papers’ individual authors 
 

Four out of the five articles included in this dissertation are the result of joint efforts. Making 

clear distinctions between who has written what is, in many cases, irrelevant. The research has 

been a process, driven forward by each individual, but primarily by the interaction with and 

confrontation of each other’s ideas. However, one distinction is obvious: that all the empirical 

investigation and analysis is the individual contribution of the author of this thesis. 

Nonetheless, some other distinctions can be made concerning the main work of the article and 

its development. 

 

Paper 1: 

This paper was a joint effort between all three authors when the paper was presented as a 

competitive paper at an IMP conference, a conceptual piece of work. The paper was further 

enriched through the addition of empirical material by the thesis author. However, in writing 

the paper, all authors were equally involved in editing and correcting the paper in light of the 

reviewer referees comments. 
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Paper 2: 

The thesis author was mainly responsible for compiling and writing the paper and in editing 

the case analysis. The guideline to the theoretical part was provided by the co-author. Hence, 

both authors agreed that the major contribution came from the thesis author. 

 

Paper 3: 

This paper was first presented by the thesis author at IPMA World congress as an individual 

piece of work. However, the author further developed the paper’s theoretical as well as 

empirical parts for BPMJ and the co-author edited the paper showing his expertise on how to 

publish in international journals. Both authors agreed that the major contribution came from 

the thesis author. 

 

Paper 4: 

The thesis author was mainly responsible for compiling and writing the paper and in editing 

the case analysis. The development of the dice game in the theoretical part was provided by 

the co-author and hence both agreed that the major contribution came from the thesis author. 

 

Paper 5: 

This paper is an individual effort by the thesis author. However, colleagues and friends in the 

development of this piece of work have provided many insights and guidelines. 

 

5. The author’s contribution 

The present study contributes to existing knowledge in both theory and practice. The business 

process development presented here addresses: (i) a theoretical gap identified in the literature; 

and (ii) a practical need to capture the relevant characteristics of project-based organizations 

(PBOs). By combining these theoretical and practical qualities, the present study develops a 

workable framework for business-process improvements in project-based organizations.  

The main outcome of this research is the creation of a practical procedural model that 

can be used to guide practitioners through a series of well-defined steps to make informed, 

consistent, and efficient changes to their business processes. The activity-based model 

presents a holistic view incorporating relevant tools and techniques—thus enabling both inter-

organizations and intra-organizations to optimize their business-process development. The 
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key contribution of this study is an integration of two sets of organizational processes to foster 

project business.  

The study sheds new light on the nature of international project business. In particular, 

the study insists that project business should be seen a separate mode of international 

operation—a view that has not been advanced in earlier studies. Distinguishing project 

business from traditional business extends the body of knowledge regarding project 

management and adds value in the development of its processes. The analysis of various 

modes of international operations in this study highlights the fact that project business cannot 

simply be considered as a form of export business. This study recommends that project 

business must be understood as a network of actors and resources—an understanding that is 

empirically tested with two case studies.    

Apart from positing this understanding of project business as being rooted in networks, 

the study develops a valuable model for business-process improvement using the Delphi 

method. This is also an extension on earlier studies. The model presented here is a holistic 

view of project-based organizations involved in multiple projects. In operational-management 

terms, it provides for effective information transfer among activities and recommends the 

breakdown of activities into a number of sub-activities to facilitate the management of 

information transfer among activities. Analysing the activities with DSM is a new tool for 

business development in project-based organizations. 

The study also develops a list of process activities (see table 1, in paper 3) and a critical 

path for business-process development. It is interesting to compare the list presented in this 

study with the numerous lists (Davenport, 1994; Artto, 1998; Tikkianen, 1998; Dilanthi, 

2002) already available for business-process development. Although the study does not claim 

that this list is applicable to all organizations involved in various forms of project business, 

the list developed here can be used as a template for other organizations that are similar to 

those studied in this research (see example of an activity in appendix D). In addition, it can be 

used as a guide by organizations that are attempting to develop their business processes in an 

appropriate fashion to become involved in project business. 

The next section presents a short summary of the model of Business Process 

Development (BPD) in project-based organizations. In order to understand the 

interdependencies and complexities of the activities, the BPD model stimulates a new 

dimension as “ business process competence areas” (as shown in Figure 4 below) rather than a 

narrow-minded traditional approach of departmental process development. This is because; a 

project business functional model is derived from the different project-based organizations 
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where the properties of a process are its inputs and its outputs. The input includes the initial 

inquiry, news, data, information and advice regarding requirements. On the basis of these, the 

functional model performs the activities, using resources under a particular organisational set-

up. The output from the process is in the form of financial gain, service, communication, 

documentations, product and business promotions etc. 

The generic model as shown in Figure 4 represents the main structure in project-based 

organizations but detailed activities may vary case-by-case, company-by-company or even 

project-by-project. Different dots represent examples of activities in different process 

competence areas of project-based organizations. The objective is to explore 

interdependencies within a multi-project environment, which is considered as a temporary 

investment. A single project process may be a temporary form of direct interdependencies, 

providing opportunities for network actors in a way that makes it an important jump pad for 

repeating projects and continuing the relationships in a new project. The examples of the 

activities of an EPC power plant project are listed in Table 1 of paper 3. The process 

competence areas can be defined along the life cycle of a project as: ‘management’, ‘customer 

interface’ (or ‘concept development’), ‘engineering’, ‘supply and procurement’, 

‘transportation and logistics’, ‘construction’ and ‘operation’. In all of these activities, intra-

organizational processes interact with inter-organizational processes throughout the project 

life cycle. In project business, one department can be involved in many business areas and in 

various networks. For example, the process of a “load study” of a power plant may be carried 

out by the sales department, but it belongs to a “supply” process competence area as it is 

subcontracted to the local suppliers etc. In similar way, “process owners” were defined. 

All these processes are at the operational levels that are the focus of the present study. 

The reviews are carried out during the different phases of the project hierarchy. This is a 

critical path, and the reviews serve as gates or check points before entering into the next 

phase. These gates will screen the non-value adding activities with a view to ensuring the 

correct use of resources and enhanced productivity.  
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Figure 4: A Model for Project Business Development 
 

The BPD model was developed during the Delphi rounds in particular for managing 

EPC project activities. The case company was involved in all research projects from papers 1 

to 5. The author observed successive projects undertaken by the case company and placed 

within a context of inter- and intra-organizational process development. The way of theory 

building has been highly iterative, as the author had to go back and forth several times due to 

the nature of the Delphi method. Figure 4 and Appendix E illustrate an example of an EPC 

project business process development. The rows in the diagram represent the responsibilities 

of the project business areas and the columns are the phases of the project. The reviews are 

carried out at the end of each phase. The process starts from a customer inquiry concerning a 

power plant purchase. This leads to an offer, which is already an important part containing 

design activities. The dots in the diagram represent an example of activities interdependencies 

during the project. 

The identification, and mapping of interdependencies can be seen in the matrix, where 

business processes were plotted in matrixes as shown in appendix E (Power plant DSM). 

Rows and columns are then altered in order to find clusters that are highly related to each 

other, in different business process competence areas and at different phases of a project. The 

description of the process is gathered in a Microsoft Access database and the analysis is 

supported with DSM software tools available in the market. The search for patterns of 

interdependencies shows where the most critical intersections occur and point at those where 
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special efforts are needed in order to enable coordination. One valuable by-product, thought 

by personnel involved in analysis, is to show complex systems of interdependencies to 

customers and demonstrate how any changes in design or product influence overall project 

performance. This was missing in their earlier systems. Each activity of the appendix E and 

table 1 of paper 3 can be further analysis with DSM tools to discover interdependencies and 

their causes and effects. By understanding the links (interdependencies) as in figure 4, we can 

find which activities are coupled with each other and which one can be carried on parallel and 

which activities are on sequential level. Analysing the process in depth will help in the 

development of project execution plan as well as to manage the activities of project business 

at the right time with right resources.     

In addition to listing the main processes of project-based organizations, the dissertation 

also provides valuable tools—such as DSM and a ‘dice game’—for a deeper analysis of 

project-based activities and identification of hidden activities. Tools such as MS Project, 

PERT, and Gantt are often used in project business, but they are not suitable for sequence 

analysis in project business. MS Project, for example, shows the critical path, but is 

inadequate for exploring its interdependencies and providing solutions. In contrast, DSM 

allows project-based organizations to break the activities into a number of sub-activities to 

manage the interdependencies and information transfer between activities. It not only 

represents the feedback loops that are discussed in paper 5, but also identifies and manages 

the information exchange. DSM can be used in EPC projects in a variety of functional 

business areas of project business. 

It is important to recognize that, from the customer’s perspective, a project is a single 

activity. The DSM approach adopted here integrates various aspects of business processes 

into a single model and analyzes the interdependencies in detail—an approach that has been 

absent in earlier studies of project-based organizations. 

 

6. Conclusion 

 

This study extends the previous theory on business-process development in project 

management by recognizing that intra-organizational characteristics and inter-organizational 

characteristics both need to taken into account in understanding the networks that form the 

basis of project business. The competitiveness of project business demands such a proactive 

process strategy within the network context. 



 

 

45

 
 

Designing such integrated business processes results in improved information flow, 

better coordination, improved visibility, reduced rework, and less frustration for process 

participants. A systematic approach to the interactions between inter-organizations and intra-

organizations assists in understanding the essential activities of intra-organizations in the 

development of business processes.   

The approach to business-process development presented in this dissertation is generic 

enough to be suitable for most types of major projects in project-based organizations. The 

most important point to be grasped is that, after structuring the business processes and 

choosing appropriate business-process functional areas, project management must maintain a 

smooth information flow for effective process development. This includes an in-depth 

analysis of each area with DSM to monitor the effectiveness of the processes in that area. In 

the development of large and complex project businesses, a systematic approach is required to 

ensure effective process implementation. It is important to mention, the systematic approach 

should not be viewed traditionally too rigid and narrow-minded, rather it should give 

flexibility to the management of project business in relation to its environment. The 

recommendations of the study are directed towards standardization of business processes 

using tools such as DSM for optimization and flexibility of situational actions. Business 

processes should become a web of communication and articulated feedback. The approach 

presented here provides numerous opportunities for actors to summarize their experiences and 

provide such feedback—in spite of some difficulties in codifying such knowledge into the 

process.   

The results show that the inter-organizational analysis is an important explanatory 

variable in the development of project-business process improvement, and that it should be 

included in the development of intra-organizational processes. Although there can be 

difficulties in getting departments to cooperate, the present study demonstrates the 

overwhelming importance of combining both approaches in the development of business 

processes. A holistic view of business, rather than seeing things in terms of a single 

department, is essential to success. 

An important implication for project managers is that they should be aware of how 

organizational processes influence the intra-organizational and inter-organizational 

perspective adopted. In particular, exploring the interdependencies will help them to explain 

the causes of delays to customers. Managers must recognize that open and frequent 

communication within the company, as well as across the network, is essential to managing a 

project business. 
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This research also has implications for project practitioners who are familiar with the 

poor rate of success of past projects, and who seek an improved understanding of business 

processes in structuring their projects in a network context. This study found that such 

practitioners believe that an improved understanding will lead to improved project process 

development. 

In addition to the above matters, this study has significance in the following respects. 

• This approach to business-process development also has advantages in planning a 

project in its very early phase—when a lot of time can be wasted without any 

benefits being realized.  

• The suggested ‘seven gates’ identified during the project life-cycle will identify 

incomplete processes and help in identifying project uncertainties and complexities. 

• Standardizing business processes improves the organization’s efficiency—resulting 

in improved relationships  inside the organization. 

• A standardized process provides a common vocabulary and common terminology—

which will enhance communication in inter-organizations and intra-organizations 

alike.   

• The business-process template presented here will reduce training time for new and 

inexperienced personnel. 

• Project business relies on a high degree of predictability in its operations, but this 

form of business is inherently variable. The practices described in this study will 

provide an improved degree of project-delivery predictability—thus bringing 

stability to the planning and management of project business.  

• Project business is inherently complex; the framework presented in this study 

provides a common frame of reference for business-process resolution and reduces 

ambiguities.  

  

7. Further research 

 

This study has also exposed a number of issues for future research. Firstly, the developments 

in theory presented here need to be tested with more case studies to distinguish between 

project business and traditional business. Secondly, the presented model also needs to be 

tested in other project-based organizations to monitor its validity and generalizability in other 

areas (apart from power-plant and marine projects). 
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Another issue in project business is that every project differs somewhat from other 

projects in terms of scale or scope. This creates a problem in project-based organizations with 

respect to both their inter-organizational and intra-organizational arrangements. Workloads 

vary and this means that organizations sometimes need to be reduced and sometimes need to 

be expanded. Flexibility in human resources is therefore essential. In addition, many cases 

require (more or less) the same types of physical resources. This provides organizations with a 

challenge in utilizing physical resources efficiently within and between projects. This need for 

flexibility can be compared to a ‘balloon’ in project-based organizations, and the concepts of 

‘balloon organisations’ are worthy of exploration in the field of project management.  

In the present study, the author has focused on the functional processes of project-based 

organizations. In future, the author proposes to undertake study of the strategic and 

administrative processes required to drive and support the functional processes that were the 

subject of this study.  
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Appendices 
 
Appendix A: A Model for Project Business Development 
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Appendix B: Example to identify interdependencies of activities 
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Appendix C: Questionnaires 
 
It is almost impossible to discuss all the topics and questionnaires of each process task due to 
the nature of the method used and the research goal to investigate into a deeper understanding. 
However, the following is an example of the topics and questions discussed (after the 
identification from 500 to 145) concerning process tasks identified by experts during the 
analysis.  
 

1. What are the names of the process tasks you are involved in? 
2. Who are the process owners of these tasks? 
3. Who is the responsible person for these tasks? 
4. What kind of input is needed to carry out these tasks? 
5. Can you describe in detail what it is? 
6. What are the main goal and purpose of these tasks? 
7. Who else is involved in these tasks, the inter-organizational point of view as well as 

the intra-organizational point of view? 
8. Who are the participants in these tasks? 
9. What is the output of these tasks? 
10. Where is the output distributed? 
11. What is the quality record of this process? 
12. What are the documents available which describe it in detail? 
13. The distribution of this task. 
14. What interdependencies can be identified? 
15. Who needs to communicate and to whom in order to solve their tasks? 
16. What kind of information needs to be exchanged?  
17. Why is this information exchange important to other people?  
18. When should this information exchange take place?  
19. How should people involved share the needed information and material flow with 

each other in order to handle interdependencies? 
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Appendix D: An example of a process development after interviews 
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Appendix E: Power Plant DSM 

 




