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Abstract
Modern organizations require new structural forms to cope with uncertainties
arising from the challenges of global competition and rapid technological and
environmental changes (Clarke and Clegg, 1998). One of the most important
developments in the area of planned change has been on how to work with large
systems so as to initiate and sustain change over time. It was from such contexts
that the matrix concept emerged. During the 1950s the term matrix emerged in the
United States aerospace industry and, as it has developed through the years, the
term has come to be accepted in both business and academic circles. In the 1960s
the matrix was sought as a fundamental alternative for dealing with unique
management problems of coordination, communication and control (Davis and
Lawrence, 1977). In the 1970s and 1980s interest in matrix organizational
structures peaked. Since that time, research and literature on the matrix has
diminished; contrarily, organizations continue to adopt the matrix as a viable
alternative to deal with their increasingly complex business environment.

In the recent past, some of the companies that applied a complex global matrix
structure have included Asea Brown Boveri (ABB), Zurich (1991); Brown & Root
(BR), UK (1999); Hatch (1999) – Formerly BHPE and Kaiser mergers; IMC
(1999); Parsons Brinckerhoff (PB), (1999); and Sinclair Knight and Merz (SKM),
(2002). These companies have used matrix structures to achieve worldwide
economies of scale, combined with local flexibility and responsiveness. The
purpose of this study was to investigate the validity of political theories of
organizations in major international companies that have implemented matrix
structure, with a focus that includes identifying:

i.

The key factors behind the strategic decision to change the corporate
organization in international companies to a matrix structure.

ii.

The weaknesses and strengths of these matrix structures for
subsequent organizational performance.
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iii.

The effects of transition to matrix structure on organizational
performance.

iv.

The factors used to maintain a power balance between divisions.

v.

A model that seeks to diminish or reduce matrix structure weaknesses
to increase organizational effectiveness.

The research was conducted in the form of a questionnaire survey and semistructured interviews. To illustrate the implementation of the matrix structure that
occurred in a real world environment, SKM has been researched as an intensive
case study.

Preface
As a professional engineer I have had opportunities to be involved with major
projects in various international organizations. I have also had opportunities to
observe organizations and to analyse their operations by exploring existing
procedures and manuals. It was noticeable that the overall success of the projects
relied very much on organizational decision making. This observation led my
paradigm shift from projects to organizational studies and to the idea of
conducting research that aims to investigate the weaknesses and strengths of
matrix structures for organizational performance.

Introduction
Thesis structure
This thesis presents a detailed account of the research activities undertaken by
Nursen Saracoglu and the outcomes of that research. The purpose of this research
is to investigate the validity of political theories of organizations in major
international companies that have implemented matrix structure. Data has been
collected using a combination of methods, including questionnaires, semistructured interviews, and direct examination of library catalogues and databases.
The structure of this thesis is designed as follows:
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Chapter 1 introduces, and describes the background to the research project. The
theories that provide a background to the various factors involved in organizations
choosing to change to matrix structures, and the resulting positive and negative
effects on the organization, are presented in this chapter.

Chapters 2 reviews and analyses the literature review that has been conducted to
focus, especially, on how changes to the structure and design of power in matrix
organizations can have important implications and consequences. The literature
review looks in detail at different organizational theories, particularly theories on
power within organizations, which have a bearing on the effect of a matrix
structure on an organization. Each theory is critiqued in terms of its relevance to
matrix structure analysis. Strategic Contingencies Theory (SCT) and Resource
Dependency Theory (RDT) best explain the effect of different levels of power
inside a matrix structure.

Chapter 3 details the research design and methodology. This chapter describes the
advantages and disadvantages of quantitative and qualitative approaches and
presents the rationale of selecting research methodology. The participating
organization, SKM, is described in terms of its history and its matrix structure is
outlined.

Chapter 4 illustrates the results of research that defines potential areas of concern
associated with matrix structures. The discussion mainly centres on the methods
used to analyse the data and then focuses on the different dependent and
independent variables derived from the data that are used in the analysis for
correlation purposes. The aim of this chapter is to explain the various statistics
used to analyse the data and to list the variables that came up as a result of
answers to questionnaire. These variables are then analysed against each other in
order to develop a sense of the effectiveness of the matrix structure in SKM.

In Chapter 5 the qualitative data was examined using the responses obtained from
interviews with the top managers of SKM. This chapter aims to identify the
themes that have emerged from these interview responses and present them in
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order of most to least common within each area of research, illustrated with
comments from some of the respondents.

Chapter 6 discusses the survey and interview results in order to exploit
quantitative findings to identify patterning in qualitative data. In parallel with SCT
and RDT, the relationship between power and performance in matrix
organizations is presented. The new concepts that emerged based on the research
findings are introduced and discussed according to the relevance to the research
objectives.

Chapter 7 This chapter concludes the research and presents research limitations,
boundaries, the contribution to the body of knowledge and a summary of future
research opportunities. The case studies give a sense of how various elements of
Matrix structure that outlined in this research were actually applied by other
particular organizations are exhibited in Appendix A.
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Chapter 1: Background
1.1

Overview

Increasing global competition and rapid technological and environmental changes
are prompting organizations to restructure themselves from rigid bureaucracies to
leaner, more flexible structures. Many multidivisional corporations desire to
operate on a multinational or even a global scale, which leads to a need for
structural adaptation. To become more efficient and flexible, corporations form
matrix structures to overlay the multidivisional form, one of the most frequently
applied organizational structures (Chandler, 1962; Williamson, 1975; Armour and
Teece, 1979).

These new forms of organizations are often considered highly adaptive and cost
efficient. A growing number of organizations are undertaking the kinds of
organizational changes that management scholars (Cummings and Worley, 1997;
Hatch, 1997; Daft, 1998) suggest are the models needed to survive and prosper in
today’s environment. However, current studies show that more than two-thirds of
organizational changes in these new forms attempts generally fail (Kotter, 1995;
Economist, 2000). Matrix structures have, for thirty years or more, been a
favoured structure-switching device. While the matrix structure gained most
attention by academics and executives in the 1970s and early 1980s, it continues
to be an alternative for organizations seeking solutions to their increasing complex
businesses (Davis and Lawrence, 1978; Kilmann, 1985; Knight, 1977; Kolodny,
1979; Lawrence et al., 1977).

Companies in a multitude of industries have adopted the matrix structure:
aerospace, automotive, banking, chemical, communications, computer, defence,
electronics, financial, oil and gas, and technology services. Some of the
companies that have applied a complex global matrix structure are General
Electric (GE) (1970), Dow-Corning (1977), Xerox (1980), Digital (1980), Asea
Brown Boveri (ABB) Zurich (1991), Brown & Root (BR) UK (1999), Hatch
(1999) – Formerly BHPE and Kaiser mergers, IMC (1999), Parsons Brinckerhoff
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(PB) (1999), and Sinclair Knight and Merz (SKM, 2002). Amongst these, DowCorning, Xerox, Digital, and ABB experienced failure and their share prices have
fallen since the organizational change; thus, an important question is the extent to
which organizations that have made the change to a matrix structure are satisfied
with the outcomes (Kotter, 1995).

There has been increasing research on organizational change that seeks to explain
both why organizations change as well as why they fail to change. The majority of
the literature on the matrix was published in the late 1970s and early 1980s,
coinciding with increased popularity and attention for the matrix. This research
aims to develop a model that can be used to diminish or reduce the weaknesses of
matrix structures in order to increase organizational effectiveness. An extensive
literature review suggests that there is a need to develop a research model (Pfeffer,
1981). Most studies focused on the structural design and description of the matrix.
To date, few studies have examined the human side of the matrix.

One of the major constraints in matrix structures is to maintain a power balance
that requires managing the dual pressures which can come from the plurality of
authorities in matrix structures; for instance, without effective power balancing
between product and functional forms, overall performance will be lower (Davis
and Lawrence, 1977). Power balance can be seen in either of two ways in the
matrix structures. First, it might refer to balance between different dimensions or
axes of the matrix structure. Second, it can also refer to competition between
business units on the axes – an issue not unique to the matrix organizations.
Therefore, power is a primary phenomenon in developing the research model; it is
also as a concept that has been relatively neglected in organizational studies of
structural change until relatively recently (Buchanan and Badham 1999).

This section first outlines the objectives of this research, and then traces the
historical development of organizational change and matrix structures. The
following section presents the research design and relevant theoretical
perspectives that has been applied in this study.
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1.2

Aims and objectives

One of the most important developments in the area of planned change has been
on how to work with large systems so as to initiate and sustain change over time.
It was from such contexts that the matrix concept emerged. In the 1960s the
matrix was sought as a fundamental alternative for dealing with unique
management problems of coordination, communication and control (Davis and
Lawrence, 1977). Davis and Lawrence believe the matrix is a complex, difficult
and also frustrating form of organization but, on the other hand, when
implemented well, it can offer the best solution for dealing with common
predicaments.

The purpose of this study is to investigate the validity of political theories of
organizations in major international companies that have implemented the matrix
structure, with a focus that includes identifying:

i.

the key factors behind the strategic decision to change the corporate
organization in international companies to a matrix structure;

ii.

the weaknesses and strengths of these matrix structures for subsequent
organizational performance;

iii.

the effects of transition to matrix structure on organizational
performance;

iv.

the factors used to maintain a power balance between divisions; and

v.

a model that seeks to diminish or reduce matrix structure weaknesses
to increase organizational effectiveness.

These objectives are addressed as follows.

1.1.1

Key factors behind the strategic decision to change the corporate
organization in international companies to a matrix structure

Companies adapt new forms of structure as a result of the pressure of increasingly
complex technological, economic, political and cultural changes whose
consequences are often not only uncertain but which can amplify existing
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uncertainties. According to Stewart (1993) there are three major trends that are
shaping the changes to matrix organizations: globalisation, information
technology, and managerial innovation.

First, globalisation is changing the markets and environments in which
organizations operate as well as the way they function. Strategically, to exploit
many opportunities for regional or locally based competitive advantage,
companies increasingly use global geographic divisional structures.

Second, information technology is changing how work is performed and how
knowledge is used. Electronic data interchange makes it possible to collect, store
and use information instantly within the organizations, reducing the cost and
increasing the value and quality of products. Further, widely shared information
has the potential to reduce the concentration of power at the top of the
organization.

Third, managerial innovation is developing new organizational forms, such as
networks, strategic alliances, and virtual corporations, as a response to
globalisation and information technology trends. In addition, new methods of
change, such as downsizing and reengineering, have radically reduced the size of
organizations and increased their flexibility.

While Stewart’s (1993) view of these organizational changes is substantively
correct, there are, however, other conditions that can induce organizations to
change to a matrix structure. The present study aims to spell out in more detail
why organizations choose to do so.

1.1.2

The weaknesses and strengths of these matrix structures

Traditionally, organizations have structured themselves into three forms: 1)
functional departments that are task specialised; 2) self-contained units that are
oriented to specific products, customers, or regions; and 3) matrix structures that
combine both functional specialisation and self-containment (Cummings and
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Worley, 1997; Daft, 1998). The functional and the self-contained units both have
certain problems that can have a negative impact on organizational effectiveness.
Daft (1998) mentions that early organization theorists stressed vertical design and
relied on vertical linkages, such as hierarchy, planning and new positions, to
provide coordination.

The functional structure is considered an easier structure with which to manage
specialists in engineering and accounting companies. The functional structure
tends to promote and work best for routine tasks with a limited task orientation.
Departmental focus, rather than organizational focus, potentially creates conflict
across functional departments when each group attempts to maximise its own
performance.

The self-contained unit organization, as applied by General Motors, Sears, Exxon
and DuPont, recognises key interdependencies and promotes coordination of
resources towards an overall outcome. The structure provides employees with
opportunities for learning new skills and expanding their knowledge; however,
there may not be enough specialised work to fully use people’s skill and abilities.

To overcome these problems matrix structures have been designed to maximise
the strengths and minimise the weaknesses of both functional and self-contained
units. They are considered more suitable in today’s complex and rapidly changing
world by many researchers (Galbraith, 1971; Davis and Lawrence, 1977; Numerof
and Abrams, 2002).

The literature review in Chapter 2 suggests that matrix design is an effective
alternative for most organizations (Galbraith, 1971); however at the same time
matrix organization has some weaknesses that need to be addressed (Argyris,
1967; Galbraith, 1971; Sayles, 1976). The strengths and weaknesses of the matrix
structure (derived from Duncan, 1979), are presented in Table 1.1.
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Table 1.1: The strengths and weaknesses of matrix structures
Strengths


Achieves coordination necessary to meet dual environmental demands



Enables flexible sharing of human resources across products



Accommodates complex decisions and frequent changes in an unstable
environment



Provides opportunity for functional and product skill development



Recognises and provides mechanisms for dealing with legitimate, multiple
sources of power in the organization.
Weaknesses



Causes participants to experience dual authority, which can be frustrating
and confusing



Means participants need good interpersonal skills and extensive training



Is time-consuming; involves frequent meetings and conflict resolution
sessions



Will not work unless participants understand it and adopt collegial rather
than vertical-type relationships.



Requires dual pressure from the environment to maintain power balance;
without power balancing between product and functional forms overall
performance is lower.



Rewards political skills as opposed to technical skills.

Daft (1998) denotes that the matrix structure works best when environmental
uncertainty is high and when goals reflect dual requirements, such as a focus on
both regional market share as well as product lines. The strengths of the matrix are
that it enables an organization to meet such dual demands from the environment.
Resources (for example, people and equipment) can be flexibly allocated across
different products, and the organization can adapt to changing external
requirements (Burns, 1989). The matrix structure also provides an opportunity for
employees to acquire either functional or general management skills, depending
on their interest. For many people, matrix structures are motivating and exciting.
On the other hand matrix organizations can be difficult to manage. They require
10

excellent interpersonal and conflict-resolution skills. Furthermore, there are
considerable pressures on communication and coordination systems and the
systems will not work if managers do not adapt to the information and power
sharing required by the matrix.

1.1.3

The effects of divisionalisation on matrix organizations’ performance

As discussed above, a matrix is a combination of two major forms, which are,
respectively, the functional form and the divisional form. There are different kinds
of divisionalisation that can be applied to matrix structures. For example, creating
a self-contained divisional profit centre is one of the common forms that reduce
the risk of a company’s failure. In this form each divisional manager is
responsible for maintaining budgeted profit targets for their divisions. Davis and
Lawrence (1977) note that this form of organization induces the manager to think
and behave like a general manager, and therefore the overall performance of
organization tends to remain at least satisfactory.

1.1.4

The factors used to maintain power balance between divisions

In traditional forms, the structure of an organization rarely changes. Bureaucracy
is put into place to manage stable tasks in a stable environment. Political power
patterns, authority, status and investments in seniority are all bound up with
hierarchy and do not change easily. While matrix organizations are, in some
respects, similar to traditional organizations, changes can take place in a matrix
without significant structural revision. In a matrix structure resulting from a new
or different mix of business or resources, power shifts continuously between
divisions. In this regard, continuous change is one of the major characteristics of
matrix structures. Eisenhart (1989b) and D’Aveni (1994) note that the ability to
engage in rapid and relentlessly continuous change is a crucial capability for
survival. Davis and Lawrence (1977) argue that efforts to shift power systems can
trigger a power struggle whose turmoil is costly in human and economic terms.
Therefore, maintaining an effective power balance is one of the essential tasks in
managing a matrix structure that seems to shift constantly.
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According to Davis and Lawrence (1977) constant vigilance and rapid moves and
countermoves are required to maintain a power balance. Too many events can
throw power balance off centre and different methods may be relevant to maintain
this imbalance. This study aims to investigate their findings and to identify other
factors that might be useful in resolving power struggles in matrix organizations.

1.1.5

A model to increase organizational effectiveness

To develop a model that seeks to diminish or reduce weaknesses, this study
applies political perspectives to organizational change. Harrison and Shirom
(1998) survey different perspectives that have been developed and recognised as
approaches for analysing organizational change, both in the business and
academic field. These include structural-instrumental approaches, contingency
theory, organizational portfolio theory, open-systems, symbolic-interpretive,
negotiated order and political approaches. Despite these many tools and
techniques being available to change agents, there is considerable disagreement
regarding the most appropriate perspective.

According to Hardy (1996) one of the reasons the failure of change projects
occurs is when the organization is not appropriately aligned around the new
strategic initiative. However, Hatch (1997) claims that it is not that these models
are wrong, only that something more may be needed. Hax and Wilde (1999) also
believe that existing models do not describe all the ways that companies are
competing successfully today. Each theoretical approach brings particular insights
and emphases that might not be obtained through the use of other approaches.
Hence, by examining different theoretical frames the researcher ascertains the
weaknesses of the matrix more fully. Using the research findings, this study aims
to develop a model that increases organizational effectiveness in the matrix
structures.

This chapter has introduced the theories that have provided background to the
various factors involved in organizations choosing to change to matrix structures,
and the resulting positive and negative effects on the organization. These factors
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and the theories behind them will be examined and criticised in more detail over
the course of this thesis.
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Chapter 2: Literature Review
In this chapter the literature that is relevant for this thesis is reviewed, starting
with definitions of the matrix structure in order to clarify the empirical object that
the thesis will address. The literature review then goes on to discuss the various
reasons for using the matrix structure from a historical perspective as well as a
functional perspective and addresses some of the reasons advanced as to why
matrix organizations have, in the past, failed in the context of change
management. The chapter then goes on to discuss what some conceptions of the
ideal design of a matrix structure before examining some examples of the
consequences and implications of the adoption of a matrix structure.

The last half of the literature review looks in detail at different organizational
theories, particularly theories on power within organizations, which has a bearing
on the effect of a matrix structure on an organization. Each theory is critiqued on
its relevance to the matrix structure; before the Strategic Contingencies’ Theory
and Resource Dependency Theory are settled on to best explain the effect of
different levels of power inside a matrix structure.

As a result of this various research propositions are formulated.

2.1

Historical Background of Organizational Change and Matrix

Structures
Modern organizations require new structural forms to cope with uncertainties
arising from the challenges of global competition and rapid technological and
environmental changes (Clarke and Clegg, 1998). Increasing use of strategic
business units and strategic networks were the main new structural forms that
have emerged in the 1980s. In such contexts Greiner (1998) indicates that a
matrix-type structure is frequently used to assemble the most efficient teams for
the appropriate problems. An idea that emerged in the 1950s, the matrix
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organization, has been increasingly adapted as a strategy up until the present time
under the pressure of globalisation. It was first implemented in the United States
aerospace industry and, as it has developed through the years, the term has come
to be accepted in both business and academic circles. Matrix designs attempt to
achieve the benefits of both project and functional forms (Galbraith, 1971). Many
organizations have adopted various types of matrix structures ranging from less
systems-oriented structures, or dispersed systems, to the more systems-oriented
ones such as internal consulting services (Sayles, 1976).

By definition, the matrix is a grid-like organizational structure that allows a
company to address multiple business dimensions using multiple command
structures. A matrix structure is suited for project-driven companies which attempt
to combine the advantages of the pure functional structure and the product
organizational structure. Such a structure ranges from Weak Matrix through
Balance Matrix to Strong Matrix. Weak matrices maintain many organizations as
rather more of a coordinator or expediter than a true project manager. Strong
matrices have many of the characteristics of the project organization, and can have
full-time project managers with considerable authority and full-time project
administrative staff. While the balanced matrix organization recognizes the need
for a project manager, it does not provide the project manager with full authority
over the project and project funding (PMBOK, 2008).

Many organizations involve all these structures at various levels. In order to
ensure that people focus simultaneously on two or more organizational forces a
system of dual reporting relationships was put in place in the matrix structure.
Matrix structures focus on both regional market share as well as product lines. In a
matrix structure the project manager shares responsibility with the functional
managers for assigning priorities and for directing the work of personnel assigned
to the project. Companies form matrix structures when they need to have
simultaneous emphasis on two or more of the following criteria of differentiation:
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1.

Functional (grouping human knowledge and skills by activity to
provide depth of expertise; e.g. Human Resources, Engineering, Sales,
Marketing etc.);

2.

Divisional (where groups often form on the basis of product, process);
and

3.

Geographical (which differentiates the organization’s activities by
country, by region or area).

The matrix abandons the single command system of “one person-one boss” that is
adopted in the military, the church and the monarchy, in favour of the multiple
command system of “two bosses”. While the single command system accepts the
greater authority of those higher in the hierarchy, the multiple command system
presents plural authority in the hierarchy. Under matrix management, the
horizontal flow of work across the organization is the centre of action.

Davis and Lawrence (1977) define a matrix as any organization that employs a
multiple command system that includes related support mechanisms and
associated organizational culture and behaviour patterns. The principles of matrix
structures have been applied widely in organizations, such as engineering-oriented
firms that do business through a number of distinctive projects (Khandwalla,
1977). In the mid 1970s GE’s aircraft engine business applied a two-boss matrix
to achieve technical excellence. With a successful application of the matrix
structure, GE managed to balance many complex and conflicting interests such
that, consequently, their product and functional modes became a hallmark of what
a matrix structure might be. GM and IBM also achieved technical excellence by
centralising a critical mass of skills in specialist functions to fashion leading-edge
products and services. GE’s change model, Change Acceleration Process (CAP),
was comprised of specific tools and steps enabling organization teams to:


Overcome resistance to change;



Develop a common language and tool-kit for successful change
management;



Build leadership and change facilitation skills;
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Establish organizational alignment; and



Apply CAP tools and methods to clinical and administration projects.

Many other companies formed matrix structures similar to those of GE. However,
some of the companies failed a few years after the matrix was formed. Anderson
(1994) states that in the 1970s the power sharing that worked efficiently for
missile projects did not transfer well to major appliance projects; similarly, Xerox
and Digital companies had meanwhile developed “stress cracks” in their matrix
structures. It seems that organizations tend to look admiringly at a successful
competitor that happens to be using the matrix, to see in the other’s matrix the
answer to its own organizational problems, and then to try and imitate or copy
them in its own.

Kotter (1995), who researched more than 100 companies in the 1980s, found that
few of the change efforts have been successful; a few have been utter failures, and
most fall somewhere in between, with a distinct tilt toward the lower end of the
scale. Based on the findings of his research, Kotter developed his famous eightstep model for effective change, which includes the following:


Establishing a sense of urgency;



Forming a powerful guiding coalition;



Creating a vision;



Communicating the vision;



Empowering others to act on the vision;



Planning for the creation of short-terms wins;



Consolidating improvements and producing still more change; and



Institutionalising new approaches.

His model is slightly different from Lewin’s much cited model from the 1940s
which is as follows:


Analyse the organization and its need for change; create a shared
vision and direction; separate from the past (i.e. unfreeze);
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Create a sense of urgency; support a strong leader; get political
sponsorship and an implementation plan; develop enabling structures
(i.e. change); and



Reinforce and institutionalise change (i.e. re-freeze).

Kotter (1996) and other scholars, such as Kanter (1992), describe Lewin’s model
negatively as a ‘quaintly linear and static conception – the organization as an ice
cube’. Sturdy and Morgan (2000) note that change management can be seen as
broadly similar in their content (e.g. stages of engineering) and objectives
(managerial). In their view achievement in organizational changes and the
conditions of their emergence have become central questions for organization and
management theory. In the 1980s the transformative change concept emerged and
the focus on ‘big planned change’ has been challenged from different quarters in
terms of the complex, uncertain, emergent and/or continuous nature of change and
in

relation

to

new organizational

structures

and objectives such

as

sustainability/renewal (Kotter and Heskett, 1992). These new forms represent a
shift away from seeking incremental change for internal organizational actors in
existing contexts towards a ‘strategic’ focus on organizational transformation for
future competitiveness and external ‘stakeholders’ (Dunphy and Griffiths, 1998).
In this context, some of the advantages of the matrix organizations became
apparent (Pfeffer, 1981).

In 1986, researchers David Gobeli and Erik Larsen reported that the matrix was
the most popular structure for product developers (Anderson, 1994). However,
deploying “pure” or “balanced” matrix management compounded the failure of
past matrix approaches. The two bosses were declared “equal” and shared socalled “influence power,” meaning that true position power was up for grabs
between the functional boss and the product-line manager, resulting in conflict,
delay and a multitude of meetings that accomplished little.

Anderson (1994) argued that in the current economic environment of increasing
competition and complexity, the corporate cultural transitions required matched
with matrix requirements better than functional structures. According to Davis and
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Lawrence (1977) the following conditions are required for an efficient matrix
structure:


To share scarce resources the organization needs to be the right size;



A balance of power is needed between the functional areas and the
regions, and a dual-authority structure is needed to maintain that
balance;



Frequent external changes and high interdependence between
departments require a large amount of coordination and information
processing in both vertical and horizontal directions.

In the recent past, some of the companies that applied a complex global matrix
structure have included Asea Brown Boveri (ABB), Zurich (1991); Printer
Incorporated (1969); Brown & Root (BR), UK (1999); Hatch (1999) – Formerly
BHPE and Kaiser mergers; IMC (1999); Parsons Brinckerhoff (PB) (1999); Shell
(1995); British Petroleum (1990) and Sinclair Knight and Merz (SKM) (2002).
These companies have used matrix structures to achieve worldwide economies of
scale combined with local flexibility and responsiveness.

Matrix structures, with extensive interdependencies between business units,
involve extensive collaborative effort. For example ABB extolled the virtues of a
matrix structure as a way to create a balance between global product groups and
national operating companies, because the matrix ensured that management
attention would be focused on both these dimensions and on the
interdependencies between them. When specifying business unit responsibilities,
design intention needs to be clear. Given a clear specification of the purpose of a
unit and of the type of relationship with other units, unit managers will be able to
work out most of the details for themselves.

Companies such as ABB, Citigroup, IBM and Shell seek to give attention to
customer segments that cut across product groups, to geographical areas in which
these customers are served and the products are delivered, and to shared resources
and common services which underpin all their operations (Goold and Campbell,
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2003). SKM’s transition to the matrix structure was investigated in this research.
The other case studies are discussed in Appendix A. The cases explain in detail
their management levels in the structure and identify the roles and responsibilities
of the management at each level. The cases also explain the rationale behind
developing the matrix structure and the subsequent changes made. Finally, the
positive as well as negative strategic and HR implications of the structure on the
organizations are discussed.

2.2

The Concept of Power Balance of Matrix Organizations

Empirical studies (e.g. Daft, 1998) indicate that the consequences of adopting
matrix structures are twofold. First, there are intended outcomes, which include:


An improved reporting structure that is helpful in complex decisionmaking;



Efficient usage of shared resources that provide opportunities for skill
development;



Competencies to deal with legitimate multiple sources of power; and



The sharing of knowledge between divisions.

Second, there are unintended outcomes, which include:


Excessive overheads in management as a result of doubling-up of
resources;



Time losses with frequent meetings and conflict resolution sessions;
and



Power struggles that result from power shifts between divisions.

Based on the evidence of these empirical outcomes, a further literature review has
been conducted to focus especially on how changes to the structure and design of
power in matrix organizations can have important implications and consequences.
According Hardy (1996) models to help managers transform strategic intentions
into reality can be broken down into three broad categories – the grand plan, the
great man and the quick fix. She argues that all these plans have limitations and a
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fourth approach is worth considering – power that plays a role in bringing about
strategic action. One problem with discussing power concerns its negative
connotation – power ‘over’ someone else (Hardy, 1996). Despite work on the
advantages of using power, it is often seen as unethical and inappropriate to good
management (Pfeffer, 1992). Hardy says that this conceptualization has driven
researchers away from deeper study of political dynamics. To improvise this
tendency, researchers aim to study power which is one of the main concepts in
organizational studies. In neutral terms power is defined as a force that affects
outcomes, while politics is power in action. The power concept has a productive
side that allows achieving outcomes that could not achieve alone (Knights and
Morgan, 1991)

Power is the ability of different parties to achieve something together they could
not accomplish individually. This power governs a politics concerned with
creating new possibilities in a world where resources may be scarce but some
interests may be joined and new resources created. According to Baum (1980) this
is win-win politics: victory is only collective, and one party’s loss defeats all. In
this regard Buchanan and Badham (1999) say power, politics and change are
inextricably linked. They argue that change in one organizational dimension can
have knock-on or ‘ripple’ effects in other areas.

While it is very difficult to set boundaries, because of the diversity of matrix
phenomena, looking at different theoretical perspectives to understand the
organizational issues will be appropriate for a successful change. Power in
organizational studies is considered a major explanatory concept. In this regard
March (1966) has suggested that in being used to explain almost everything, the
concept of power can become almost a tautology, used to explain that which
cannot be explained by other ideas, and incapable of being disapproved as an
explanation for actions and outcome. Dahl’s concept of power, which is defined
as the determination of the behaviour of one social unit by another, is adopted by
many others (March; 1955; Bennis et al., 1958; Emerson 1962; Harsayni, 1962;
Wrong, 1968; Tannenbaum, 1968; Luhmann, 1969).
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In matrix structures, power balance is a key phenomenon that requires
relationships between product and functional forms in order to increase
organizational effectiveness. Clegg’s (1989) concept of facilitative circuits of
power, suggests that some power relationships, particularly where high amounts
of discretion are delegated, can result in innovation by stakeholders. Clegg (1989)
had designed a framework made up of three ‘circuits of power’ that exemplifies
power relationships between an organization and its stakeholders (Figure 2, 1).
The social relations between an organization (agency) and its stakeholders
constitute the perception of that central organization’s ‘agency’ in this framework,
which are the result of the organization’s previous power relationships. The pairs
of arrows between boxes in the first circuit indicate the circuit of episodic power
that constitute the organization’s ‘power over’ its stakeholders, invariably
accompanied by resistance.

Figure 2.1 Clegg’s Circuits of Power Framework (adapted from Clegg 1989,
figure 8.1)
Source: Davenport, S and Leitch, S., 2002 “Circuits of Power in Practice:
Strategic Ambiguity as Delegation of Authority”, Organization Studies
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The second circuit represents power as a potentially productive activity which
comes into play when the rules of practice are changed or destabilized in some
way, whether influenced by the central organization or by ‘exogenous external
contingencies’. In this circuit, the mode of authority delegation has significant
importance to the resulting social relations and outcomes, which is referred as ‘the
central paradox of power’: ‘the power of an agency is increased in principle by
that agency delegating authority; the delegation of authority can only proceed by
rules; rules necessarily entail discretion and discretion potentially empowers
delegates’ (Clegg 1989). Clegg, Pitsis, Rura-Polley, and Marosszeky (2002)
express that delegation of authority is a function of the power relationships that
exist within organizations.

Davenport and Leitch (2002) research ‘strategic ambiguity’ using Clegg’s circuit
of power model in their case study of the Foundation for Research, Science and
Technology (the Foundation). Strategic ambiguity is defined by Eisenberg (1984)
as being those instances in which ambiguity is used purposefully to accomplish
goals. Davenport and Leitch use the term ‘strategic ambiguity’ to mean the
deliberate use of ambiguity in strategic communication in order to create a ‘space’
in which multiple interpretations by stakeholders are enabled and to which
multiple stakeholder responses are possible. Furthermore they develop the concept
of strategic ambiguity as a key element in a circuit of power in which the agency
organization can potentially select discursive openness as an alternative to
discursive closure, depending on whether they seek creative engagement with, or
compliance from, their stakeholders. Davenport and Leitch (2005) argue that most
power relationships in organizations are episodic circuits of power whereby
resource dependence is exacerbated by prohibitive rules. Such relationships are
usually constraining rather than empowering and generate resistance and reluctant
compliance rather than co-operation and creativity. They suggest that purposively
being unclear in the articulation of the agency’s strategies and the rules
surrounding delegation of authority enables this sensemaking to happen with
maximum discretion in the space between the organization and delegates.
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This research investigates the matrix organizations from a power perspective that
also underpins the inter-organizational power relationships in order to manage the
power balance between BUs , hence Clegg’s circuits of power is considered as a
key instrument to be employed in discussions of the case study findings.

In this study political theories based on the Strategic Contingencies’ Theory
(SCT) (Hickson, 1971; Hinings, 1974) and the Resource Dependence Theory
(RDT) (Pfeffer and Salancik, 1974) are utilised. The SCT developed by Hickson
(1971) and his colleagues is consistent with the observations of Crozier (1964) on
French tobacco manufacturing plants. Crozier (1964) stressed in his discussion of
power, “the necessity for the members of the different groups to live together; the
fact that each group’s privileges depend to quite a large extent on the existence of
other group’s privileges”.

In Crozier’s research the concept of power was attached to the central concept of
uncertainty. His study became a landmark in the field and, following this study,
the concept of power developed rapidly. A theory called the “strategic
contingencies theory of intra-organizational power” (Hickson, Hinings, Lee,
Schneck, and Pennings 2002) emerged; it sought to build a theory from existing
ideas, particularly that power was related to the control of uncertainty., Hickson et
al. (1971) argue that Crozier’s study is a warning against the facile inference that a
power distribution fitting the SCT is necessarily efficient, rational or functional
for an organization; for the power of the engineers to thwart the introduction of
programmed maintenance was presumably not efficient, rational, nor functional.
Subsequently Tannenbaum (1968) had developed a measurement of power, the
control graph that maps the means of the perceived power of each level in the
formal hierarchy of an organization by averaging the sum of the perceptions of
people in the organization of the amount of power vested at various levels within
it. (Clegg, Kornberger and Pitsis, 2008)

Actors in organization design face a very complex and dynamic field. To cope
with this, situation actors should pay attention to the meanings of different
theoretical frames as well as interactions among them. Many organizational
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theorists agree that no single model or frame fully captures the complexity and
multifaceted nature of organizational reality (Morgan, 1986; Bolman and Deal,
1991). One needs to investigate which perspectives on operating matrix
organizations best explain its consequences. An extensive literature review
indicates that a power balance is a primary concern in matrix organizations and
power struggles can destroy the viability of matrix management. In this regard
Sayles (1976) notes that balance is the distinctive feature of the bipolar style of
matrix management. Therefore systems and functional managers require each
other’s cooperation for approvals, sign-offs, and certain highly technical activities.

The implication drawn from this research of the process of transition from one
stage to another may often represents strategic ambiguity; further that case study
methodology is the most appropriate tool for a sophisticated appreciation of the
complexity of power in organization. The thesis will draw on more conventional
perspective of power such as SCT and RDT to frame questionnaire items but will
also draw on more complex accounts of power in its analysis of case study
material.

Wherever cooperation is required in complex systems to produce interdependent
action for systems goals, the possibilities of contingent sub-optimal power games
can arise. As Bacharach (1999) pointed out, a theory is most useful if it can both
explain and predict. An explanation establishes the substantive meaning of
constructs, variables and their linkages, while prediction tests that substantive
meaning by comparing it to empirical evidence. By applying divergent models
and frames to a focal organization, the research mirrors more fully the complexity
of organizational life and discovers ways to meet critical problems and challenges
(Morgan, 1997). Different theoretical approaches, such as institutional theory,
strategic contingencies theory, resource dependency theory and decision-making
theory are explored for this study. In the following sections these alternative
approaches are reviewed critically in relation to the research and selected relative
theories will be discussed in detail.
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2.3

Theorising Organizations

Although theorising about organizations is fairly new in the business field, the
origins of organization theory goes back at least to the mid-eighteenth century. In
the 1770s political-economist Adam Smith analysed techniques for the mass
production of pin manufacturing. He was the first to record and explain the
efficiencies inherent in the division of labour that has to do with the differentiation
of the work task and the resulting specialisation of labour. Many organization
theorists followed his ideas and division of labour became central to the concept
of the social structure of organizations. Mass production introduced the factory
system that was the beginning of the industrialisation. According to British
sociologist Burns (1962), industrialisation increased the technical complexity of
manufacturing operations and demanded parallel growth in systems of social
organization processes. These changes attracted the attention of the classical
scholars such as Emile Durkheim, Max Weber and Karl Marx.

New organization theories developed over time as a result of new influences in
organization studies, each with distinct assumptions and vocabularies, such as
contingency theory. Neo-rationalist academic Donaldson (1985) defines
organizations as hard, empirical things capable of being studied using scientific
techniques. Donaldson (1985) developed contingency theory, and in his version it
is contingent events which determine organization structure, such as the
inescapable consequences of a growth in organization size. He presents a very
self-consciously ‘orthodox’ conception of organizational contingency theory.
Donaldson’s work demonstrates the fuller flowering of that rationalist and
culturally pessimistic vision which Weber had first developed (Clegg, 1990)

Today there are different assumptions, approaches and methods in organization
studies. However, no privileged position exists from which analysis might be
appropriate. Organization theory is a young field with multiple perspectives or
paradigms. Therefore, it is difficult to draw boundaries in organization studies for
all its concerns and issues and it cannot be explained by any single theory. Many
theories have a significant contribution to make to current organization studies.
According to Doz and Prahalad (1993), a survey of organizational theories
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indicates that institutional theory, organizational learning theory, and power
relationships and adaptation theory are recognised as helpful theories.
Contingency theory, population ecology and transaction cost, agency theory are
recognised as not so helpful theories. Looking at the literature in organizational
studies this research examines institutional theory, decision making, as well as the
power perspective and resource dependency theory, from a focus on matrix
characteristics.

2.3.1
In

Institutional Theory

modern

societies,

formal

organizational

structures

arise

in

highly

institutionalised contexts that seek legitimacy from their environments in order to
maintain survival (Meyer & Rowan 1977). Legitimacy is obtained by adopting, in
a ceremonial way, powerful myths in the shape of institutionalised products,
services, techniques, policies and programs. Rationalised myths, such as the
principles of universalism (Parsons, 1971), contracts, (Spencer, 1897) restitution
(Durkheim, 1933) and expertise (Weber, 1947) are reflected in diverse
occupations, organizational programs and organizational practices. Hinings and
Greenwood (1988a) denote that institutional norms deal with appropriate domains
of operation, principles of organizing and criteria of evaluation. Structures and
processes are institutionally derived and may even be idiosyncratic to the
organizational field. Conformity to norms is facilitated by normative, coercive,
and mimetic processes (DiMaggio and Powell 1983) and compliance may be for
pragmatic reasons or due to paradigm stasis (Oliver 1991). As a result, values and
beliefs external to the organization play a significant role in determining
organizational norms.

2.3.2

Decision making

Decision theory has been characterised by a multiplicity of theories, models and
methodologies of organizational studies and organization theory. Increasing
complexity of modern organizations requires key decisions about the organization
of central operational and transformational processes (Lawrence and Lorsch
1967). There is a growing realisation that coping with complexity is central to
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human decision making which strongly influences the directions of organizations,
and therefore it will be explored in detail as a subject in this study.

Decision theory is a body of knowledge and related analytical techniques of
different degrees of formality designed to help a decision maker choose among a
set of alternatives in light of their possible consequences that apply to conditions
of certainty, risk, or uncertainty. The “Garbage Can Model (G.C.M.)” was
developed in reference to “ambiguous behaviours” which at least appeared to
contradict classical theory. The G.C.M. was greatly influenced by the realisation
that extreme cases of uncertainty in decision environments would trigger
behavioural responses which appear “irrational” or at least not in compliance with
the total/global rationality.

The G.C.M. tried to expand organizational decision theory into the then uncharted
field of organizational anarchy which is characterised by “problematic
preferences”, “unclear technology” and “fluid participation”.
“The theoretical breakthrough of the garbage can model is that it
disconnects problems, solutions and decision makers from each other,
unlike traditional decision theory. Specific decisions do not follow an
orderly process from problem to solution, but are outcomes of several
relatively independent streams of events within the organization”
(Daft, 1982, p.139).

Four of those streams were identified in Cohen, March & Olsen’s (1972) original
conceptualisation as follows:

1.

Problems require attention; they are the result of performance gaps or
the inability to predict the future. Thus, problems may originate inside
or outside the organization. Traditionally, it has been assumed that
problems trigger decision processes; if they are sufficiently grave, this
may happen. Usually, however, the organization man goes through the
“garbage” and looks for a suitable fix called a “solution”.
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2.

Solutions have a life of their own. They are distinct from problems
which they might be called on to solve. Solutions are answers (more
or less actively) looking for a question. Participants may have ideas
for solutions; they may be attracted to specific solutions and volunteer
to play the advocate. Only trivial solutions do not require advocacy
and preparations. Significant solutions have to be prepared without
knowledge of the problems they might have to solve.

3.

Choice opportunities are occasions when organizations are expected
(or think they are expected) to produce behaviour that can be called a
decision (or an “initiative”). Just like politicians cherish “photo
opportunities”, the organization man needs occasional “decision
opportunities” for reasons unrelated to the decision itself.

4.

Participants come and go; participation varies between problems and
solutions. Participation may vary depending on the other time
demands of participants (independent from the particular “decision”
situation under study). Participants may have favourite problems or
favourite solutions which they carry around with them.

Why “garbage cans”? It was suggested that organizations tend to produce many
“solutions” which are discarded due to a lack of appropriate problems. However,
problems may eventually arise for which a search of the garbage might yield a
fitting solution. To understand organizational processes, one can view choice
opportunities as garbage cans into which various kinds of problems and solutions
are dumped. The mix of garbage depends on the mix of labelled cans available, on
what garbage is currently produced and the speed with which garbage and garbage
cans are removed.

The garbage can process is shown to be one in which problems, solutions and
participants move from one choice opportunity to another in such a way that the
nature of the choice, the time it takes and the problems it solves all depend on a
relatively complicated intermeshing of elements. These include the mix of choices
available at any one time, the mix of problems that have access to the
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organization, the mix of solutions looking for problems, and the outside demands
on the decision makers.

In sum, the garbage can process does not resolve problems well, but it does allow
them to be resolved when an organization is plagued by goal uncertainty, conflict,
poorly understood problems, a variable environment and decision makers with
other things on their minds.

2.3.3

Power Perspective

There are many theories and theorists in the literature of power, including Hobbes,
Hume, Machiavelli, Marx and Gramsci. More recent theorists include Bourdieu,
De Jouvenel, Foucault, Clegg, Mann, Wrong, Dahl, Schattschneider; Bachrach
and Baratz, and Lukes (Pierce, 2008). Clegg and Dunkerley (1980) argue that
power structured into organization design has derived from work on class
structures. Power, which is one of the main characteristics of the political
perspective on organizations, becomes a critical resource in decision making
among stakeholders in and around the organization. In effect, leaders are defined
as key decision-makers or top managers.

To an extent, Child (1977) lends a great deal of weight to the view that
management in general, and the management of change in particular, is inherently
a political process. This has been noted, especially, by SCT (Hickson et al., 1971;
and Hinings, 1974) and RDT (Pfeffer & Salancik, 1978). Hickson et al. (1971)
argue that the power of a sub-unit or group or department depends on its centrality
in the workflow of the organization, its relative independence from other sections,
the uniqueness and non-substitutable nature of its expertise, and its ability to cope
with and handle uncertainty.

Perrow (1970) notes that, in complex organizations, tasks are divided up between
a few major departments or subunits, and all of these subunits are not likely to be
equally powerful. In that respect the units compete with each other for scarce
resources. He examined perception of power in twelve industrial firms, and found
that the marketing departments were almost always perceived to be the most
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powerful. As Thompson (1967) points out, a lack of balance in the
interdependence among units sets the stage for the use of power relations. The
ways that design choices shape power distributions and other aspects of work are
important to the users of the new design and their planners (Pfeffer, 1981).
Further, political actors or managers in matrix organizations are likely to hold
divergent views about the objectives and implications of matrix design projects.

The power perspective is one of the important points of view explaining the causal
link between the strategic and structural shifts in the matrix organization. Unlike
Donaldson’s (1985) contingency-design perspective that ignores the analytical
existence of anything called power; the perspective that Mintzberg develops has
power in the centre field (Clegg, 1990). Defining the power perspective is not
straightforward. Buchanan and Badham (1999) notes that the term power has
become a ‘contested concept’, giving rise to endless disputes about how it should
be defined and about its proper or acceptable use. According to Buchanan and
Badham (1999) one of the definitions of power is the capacity of individuals to
exert their will over others. In this context if power is a capacity to exert one’s
will, we must be able to identify the source of this capacity. French and Raven
(1958) identified the five main bases of power, which are: reward power, coercive
power, referent power, legitimate power and expert power. Their framework was
later developed by Benfari (1986) as shown in Table 1.2.

Table 1.2: The Effective Use of Power
Power base

Explanation

Perceived
as

Reward

 Positive strokes, remuneration, awards,
compliments, other symbolic gestures of praise.

P+

Coercion

 Physical or psychological injury, verbal and nonverbal put-downs, slights, symbolic gestures of
disdain, physical attack, demotion, unwanted
transfer, withholding of needed resources

P-

Authority

 Management’s right to control, obligation of
others to obey, playing ‘the boss’ and abusing

P-

31

authority.

P+

 Exercise of leadership based on authority in times
of crisis or need.
Referent

 Identification based on personal characteristics,
sometimes on perception of charisma; or
reciprocal identification based on friendships,
association of value to the other, and on common
interests, values, viewpoints and preferences;
creation of reciprocal ‘IOUs’

P+

Expert

 Possession of specialized knowledge value by
others, used to help others, given freely when
solicited.

P+

 Unsolicited expertise, seen as unwarranted
intrusion; continual use can create barriers;
expertise offered in a condescending manner can
be seen as coercive; withholding expertise in
times of need.

P-

Information

 Access to information that is not public
knowledge, because of position or connections;
can exist at all levels in the organization, not just
at top; those at the top may know less what is
going on; secretaries and personal assistants to
senior executives often have information power,
and can often control information flows to and
from superiors.

P-

Affiliation

 ‘Borrowed’ from an authority source with which
one is associated - executive secretaries and staff
assistants act as surrogates for their superiors;
acting on the wishes of the superior.

P+

 Acting on their own self-interest; using negative
affiliation power by applying accounting and
personnel policies rigidly.
Group

 Collective problem solving, conflict resolution,
creative brainstorming; group resolution greater
than the individual contribution
 A few individuals dominating the proceedings,
‘groupthink’.

PP+

P-

Source: Based on Benfari et al. 1986
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Benfari and colleagues note that the exercise of power can be perceived by the
target recipients as either positive or negative, depending on the circumstances.
This is noted in the table by either a ‘P+’ or a ‘P-’ respectively.

Bacharach and Lawler (1980) suggest that the power concept should be used to
reveal the complexity and multi-dimensionality of the matrix phenomenon. In this
study, SCT is utilised to identify the patterns of structural power in matrix
organizations. SCT uses power as a property of the social relationship, not of the
actor, so in this study the concept of power is used at the organizational level.
Hickson et al. (1971) defined power as the determination of the behaviour of one
social unit by another. In order for the matrix organization to be successful, a
balance of power must be maintained between different business units as
represented on the different organizational level. By identifying different typical
strategic contingencies of power, one can identify strategic contingencies of
power in matrix. Therefore the research question is:

What makes for an effective Matrix organization?

2.3.4

Strategic Contingencies’ Theory

The focus of SCT is intra-organizational power in a functional structure; in this
research the model is adapted to apply to a matrix structure. Through the control
of these strategic contingencies for other interdependent activities, power can be
predicted (Hickson et. al. 1971). To develop empirically testable hypotheses this
research displays power as the dependent variable as explained in SCT. Hickson
et al. (1971) explain power by variables that are elements of each subunit’s task,
its functioning, and its links with the activities of other subunits. Their approach
differs from previous studies by treating power as the dependent variable, by
taking subunits of work organizations as the subject of analysis.
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In order to test SCT the research starts with the finite number of variables that it
stipulates, which are as follows:


Workflow Pervasiveness



Workflow Immediacy



Workflow Centrality



Coping



Substitutability



Routinisation



Control of Contingencies



Power



Performance

Hickson et al. (1971) note that SCT is not, in any sense, static; some alteration
may be required according to the needs of the organization by deleting some of
the existing variables or by adding new variables. SCT suggests that uncertainty,
coping with uncertainty, substitutability and centrality are the independent
variables. SCT uses those variables, hypothesised to affect power, through their
contribution to the control contingencies exercised by a subunit.

As stated above, power has been related to the ability to control uncertainty
(Crozier, 1964; Hickson, 1971; Pfeffer, 1981b). One of the earliest management
studies of power was carried out by Crozier (1964) on the maintenance workers in
a French state-owned tobacco monopoly. According to Crozier (1964),
uncertainty itself does not give power; coping gives power. In this regard,
Hickson et al. (1971) and Hinings et al. (1974) point out that it is not uncertainty
itself that produces power, but rather the ability to cope with the sources of
uncertainty that otherwise affect the organization negatively. Hatch (1997) says
unexpected shifts in power create uncertainty in most organizations. Their work
suggests the following: the more effectively a work unit copes with the
uncertainties the organization as a whole faces, the greater power it has, and the
easier it is for work units dependent on it to operate effectively.
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The proposition thus is the following:

The greater the capacity of a division to cope with task uncertainties, the
greater is its power.

SCT introduces control of contingencies concept to explain the interrelationship
between the other main independent variables and power. Hickson et al. (1971)
argue that the concept of coping is crucial to understanding any relationship
between uncertainty and power, for it is not the uncertainty, but what is done
about it that confers power. Together with centrality of workflows and
substitutability of activities, coping with uncertainty gives rise to dependencies of
one subunit upon another, because the activities performed by one are
contingencies for the activities of another (Hinings et al., 1974).

The proposition thus is the following:

Matrix organization effectiveness varies as a result of the structural
configuration of power, itself dependent on strategic contingencies.

According to the political perspective, organizational dynamics are driven
substantially from moves by powerful political actors and from the rise and fall of
coalitions among them. Power in matrix organizations involves dual pressure
from the environment as well as from the individuals in the organization who hold
powerful positions, and relates to the resources departments’ command, the role
departments play in an organization, and the environmental contingencies with
which departments cope. Based on this view, Fligstein (1985) argues that in
different historical periods, people from different departments are likely to control
large firms for different reasons. For instance, once operations are routinised,
power shifts to sales and marketing personnel as the key issue for the organization
becomes growth (Perrow, 1970).
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The proposition thus is the following:

The more routinised the operational area, the less power will be attached
to these divisions which will result in an imbalance of power.

Matrix structures have a strong tendency to keep changing form in an unending
series of power shifts. Davis and Lawrence (1977) argue that power struggle is
one of the matrix pathologies that can make organizations vulnerable: without
effective power balancing between product and functional forms, overall
performance will be lower.

The proposition thus is the following:

Where there is an imbalance of power, overall performance of the matrix is
lower.

2.3.5

Resource Dependency Theory

The resource dependency perspective, which is very similar to SCT (Hickson et
al. 1971), suggests that crucial external resource factors affect a large proportion
of organizational action. The environment is the source of resources for which the
overall population of organizations competes. According to resource dependency
theory, subunits, which manage crucial external dependencies, are able to shift the
distribution of power in their favour. Pfeffer and Salancik (1974), who developed
and utilised RDT in the case of a university budget, found that the more grants
and contract funds departments brought into the university, the higher was their
power. Pfeffer (1981) argues that when benefits and resources allocated within
organizations are scarce, the funds allocated to one subunit may make another
subunit unable to fulfil its objectives or maintain sufficient support to remain
viable, due to its lack of funds.
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The proposition thus is the following:

The more control a subunit has of external resources, the more it is able to
shift the distribution of power in their favour.

One of the problems of RDT is the measurement of uncertainty, which always
require other sources or variables. To overcome this problem this research will
utilise SCT to measure uncertainty, as explained in the SCT section.

At this point the elaboration of propositions ceases: the literature review thus far
has been largely a scene-setting exercise, and further literature review will be
necessary in the Discussion chapter, Chapter 6, which both links back to the
themes of this literature review and moves the thesis forward by developing the
review further in a methodological frame.
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Chapter 3: Research Design and Methodology
It is important to specify the research model as fully as possible in a social science
such as organizational studies. There is no single paradigm for methodological
approaches and theoretical interpretations. The quantitative is termed the
traditional, the positivist, the experimental, or the empiricist paradigm. The
qualitative paradigm is termed the constructivist, the naturalistic or the
interpretive approach, or the post-positivist or post-modern perspective (Creswell,
1994). Punch (1998) notes that quantitative and qualitative methods are distinctive
approaches, but they also have similarities and overlaps, and can be brought
together in various ways. Punch (1998) describes quantitative research as
empirical research where the data is numerical and qualitative research as
empirical research where the data is not numerical. However, as Lee (1999) points
out, both quantitative and qualitative traditions are too often oversimplified into
“research with numbers versus research with no numbers”.

Given this background, this study combines quantitative and qualitative
approaches in order to have the advantages of both. Quantitative research uses
numerical data, and, typically, structured and predetermined research questions,
conceptual frameworks and designs. This method involves cross-sectional data
collection that generates raw data at one point in time. Unobtrusive measures
based on an analysis of archival records are employed to indicate how
organizational political systems can be diagnosed without utilising more direct,
but socially reactive techniques involving questionnaires or direct interviewing.
Unobtrusive measurement is applicable for those who want to diagnose
organizational politics without running the risk of offending or arousing
organizational participants.

Qualitative research not only uses non-numerical and unstructured data, but also,
typically, has research questions and methods that are more general at the start,
and become more focused as the study progresses. The advantages of using mixed
methods are threefold: first, to capture the advantages of various methods; second,
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to broaden data sources; and third, to achieve closer understanding of causal
relationships. The research has been conducted in three phases and the
preliminary research design model is shown in Figure 3.1.
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Figure 3.1 The framework of research from political theories perspective

3.1

Selection of Organizations

The first phase of this study was to determine the global organizations from
various industry sectors that will be invited to participate in the survey. BRW and
Hoover’s database provided detailed information on companies, including contact
numbers used to select and contact the research participants/subjects for the
research. The initial contact was made via e-mails and telephone. In order to
maximise the chances of obtaining returns, the appropriate contact details of the
organizations were identified before the questionnaire was sent out. Twenty
organizations were picked randomly and they were invited to participate to the online survey via internet. About 45 % (9) global organizations of those contacted
were agreed to participate the on-line survey. The questionnaire was designed to
be filled out anonymously by senior, experienced executives.

SKM, an organization that has recently applied the matrix structure, was
considered for the case study. The research proposal was reviewed by SKM’s
senior managers and the approval letter from SKM was granted that was attached
in Appendix B. This allowed the research to be conducted within the organization
in the proposed form that involved undertaking a questionnaire survey and
conducting interviews.

3.2

Survey

The aim of this phase is to investigate the validity of the SCT and RDT in major
international companies that have implemented matrix structure. SCT and RDT
make predictions on characteristics of a unit within an organization that lead to the
unit having greater power within the organization. These characteristics are the
ones measured by the scales listed below this paragraph. One purpose of the study
is to confirm the predicted relationships between these scales and a measure of
each unit's level of power in the organization. A questionnaire was designed to
test the SCT and RDT variables, and concerning research objectives that was
comprised fifty-eight closed-ended questions set out to find the correlation
between the following variables:
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Power: There are many definition of power however in the organizational
context, power is the degree to which an individual or a group or an
administrative unit is able to influence decision-making in its favour. Power was
defined by Hickson et al. (1971) as the determination of the behaviour of one
social unit by another. As the dependent variable with the aim of developing
empirically testable hypotheses that relates power of a subunit to its coping with
uncertainty,

routinisation,

substitutability,

centrality,

pervasiveness

and

immediacy through the control of contingencies.

Since power in matrix organizations is complex, power data was gathered with the
use of five questions from 1 to 5 on the items related with power by using a 7point scale. Due to controversy over the measurement of power (Clark, 1968) the
questions were designed using multimeasure strategy which were based on
existing studies of Hickson (1974) and Khandwalla (1977).

Uncertainty: a lack of information about future events, so that alternatives and
their outcomes are unpredictable.

Uncertainty data was gathered with the use of questions from 6 to 9 by using a 7point scale.

Routinisation: the process of rationalisation and proceduralisation is linked to
the theory according to whether it is preventative or coping.

Routinisation data was gathered with the use of questions from 10 to 13 by using
a 7-point scale.

Coping: effectively dealing with uncertainties. Each subunit must deal with
uncertainties, and in so doing provides some certainty for other subunits.
Coping data was gathered with the use of questions from 14 to 17 by using a 7point scale.
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Substitutability: the availability of alternatives and replaceability of personnel.
Substitutability data was gathered with the use of questions from 18 to 20 by
using a 7-point scale.

Workflow Centrality: the varying degree above such a minimum with which the
activities of a subunit are linked with those subunits.
Workflow Centrality data was gathered with the use of questions 21 and 22 by
using a 7-point scale.

Workflow Pervasiveness: an aspect of the centrality of workflow is the degree to
which the workflows of a subunit are linked to the workflows of other subunits;
that is, the extent of task interconnections between subunits. For all subunits in an
organization it amounts to the flow chart of a complete systems analysis.

Workflow pervasiveness data was gathered with the use of questions 23 and 24
for each group by using a 7-point scale.

Workflow Immediacy: a further aspect of centrality of workflow is the speed and
severity with which the workflow of a subunit affects the final outputs of the
organization. This was operationalised as the effect of activities of a subunit on
the organization’s output of finished goods.

Workflow Immediacy data was gathered with the use of questions from 25 to 32
by using a 7-point scale.

Control of Contingencies: a requirement of the activities of one subunit, which is
affected by the activities of another subunit.
Control of Contingencies data was gathered with the use of questions from 33 to
36 by using a 7-point scale.
Performance: the total effectiveness of the firm, which was measured using
Khandwalla’s (1977) subjective index of performance.
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Performance data was gathered with the use of questions from 37 to 41 by using a
7-point scale.

The questionnaire also included two open-ended questions (Q 60) giving the
respondent the opportunity to make comments on the strengths and weaknesses of
matrix structures.

3.2.1

On-line Survey

Since 1995 considerable research has been conducted on-line and through the
years has become widely applied (Yun and Trumbo, 2000). Some of the
advantages of electronic survey are that it requires fewer resources and provides
faster responses than traditional paper surveys. However, there are some issues
that need to be considered, such as problems involving sampling; response
consistency, and participant motivation. Designing questions is a crucial element
of the data collection; therefore the questionnaire was carefully designed with the
collaboration of colleagues and the pilot study was conducted with the senior
executives of SKM. The Infrastructure General Manager, EDS Group Manager,
Marketing Manager and IS Group Manager participated in the pilot study. Based
on the pilot study findings the questions were then further refined.

3.2.2

On-line Survey Process

The questionnaire was uploaded onto the Institute for the Interactive Media and
Learning group web site and the link to get access to the survey was provided by a
password. The link to the survey online was given as follows:

http://surveys.uts.edu.au/engine/logon.cfm?InstanceId=728

Moreover, the on-line survey was introduced in the AIPM web site as attached in
Appendix C. Additionally an invitation brochure that was also attached in
Appendix C was distributed in the May Primavera 2006 Conference.
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The on-line survey was successfully introduced within the companies that were
interested in participating. The participants were given a password to log in to the
on-line survey. Forty-five people from nine global organizations responded to the
on-line survey. C-level executives, general managers, regional managers and
project managers from twenty different departments participated in the survey.
Generally, reliance on just one or two sources of information per organization is
considered as hazardous. However all the responses were from topmost
management or senior management who were familiar with the company’s
operations and business environment? Therefore, the reliable information source
in the study was primarily the top management. The data was on a relatively small
scale for statistical analysis, because of financial and time constraints, however it
provided a substantial input for the intensive case study.

The measurement of the data is based on 7-point scale. The scales that were
utilized in the questionnaire were shown for each question as attached in
Appendix C
3.3

Intensive Case Study

The third phase of the research was an intensive case study in SKM a real world
environment. As a form of research, case study is defined by interest in an
individual case, which gains credibility by thoroughly triangulating the
descriptions and interpretations, not just in a single step but continuously
throughout the period of study (Stake, 2005). SKM, with a worldwide resource
pool of close to 6,500 staff and revenue of $875 million per annum, is one of the
global companies that had transformed from a traditional structure to a matrix
structure to provide a greater platform for successful global growth; hence SKM
was considered for the intensive case study. Even though the case was decided in
advance, there were subsequent choices to make about person, places, and events
to observe. CEO, COO, General Managers and Regional Managers Functional
Managers and Operation Centre Managers were selected to be interviewed for
about thirty minutes face-to-face where possible, or with other techniques (e.g.
teleconferences) on the issues central to matrix organization’s strengths and
weaknesses.
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Individual cases may or may not be known in advance to manifest some common
characteristic; understanding SKM’s transition to the matrix structure should lead
to better understanding, and perhaps better theorizing, about a still larger
collection of cases. Collective case studies of the organizations that transformed to
matrix structure are illustrated in Appendix A. These studies are illustrated by
pursuing research objectives in this study in order to optimize understanding of
the case rather than to generalize beyond it. Smith (1978) has emphasized that
what is known about one case may very well be true about a similar case.
Therefore SKM’s case study will make a significant contribution to the body of
knowledge as an innovative matrix structure.

3.3.1

SKM Historical Background

SKM is an independent, professional services consulting group operating
worldwide. The company offers clients a diversity of skills and experience based
on almost forty-three years of operation. Sinclair Knight & Merz (SKM) Pty. Ltd
grew from the partnership of Sinclair & Knight founded in 1964 and was
incorporated in its present form in 1972. Over this time, they have grown
organically, as shown in Figure 3.2, through outsourcing, acquisitions and
strategic mergers with organizations.

Figure 3.2 The SKM’s Growth Chart
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To co-ordinate their business from a people, financial and business development
and systems perspective across all regions worldwide, in July 2002 SKM
rationalised their business units to a matrix structure.

SKM’s organizational structure after the transition is shown in Figure 3.3.
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Figure 3.3 SKM’s Organizational Structure after the transition.

In order to respond better to SKM’s global business needs, five business units,
each led by a General Manager, have been established in the new structure by
slicing their previous regional structure horizontally with the five business units
running across the globe, which were:


Buildings and Property



Environmental



Heavy Industry



Infrastructure



Resources

There was actually a lot of debate as to whether they should have put ‘Buildings
and Property’ and ‘Infrastructure’ together as one, but they chose to keep them
separate. As they grew and as they saw the mining market develop, they decided
that they had to set up a fifth business unit called ‘Mining’ or ‘Resources’.

Four geographic areas have also been established in the new structure by dividing
the globe into the following areas:


Australia/New Zealand



Europe



Americas



Asia

Each area has a designated Chief Operating Officer (COO). The Chief Operating
Officer was responsible for day-to-day operations within their designated Area.
The COOs and GMs report to the Chief Executive Officer (CEO).

The business units comprised Operations Centres in the four regions. Each
Operations Centre was managed by an Operations Centre Manager (OCM). One
of the key roles of the OCM was to develop and implement operations centre
business plans in alignment with business unit strategies and the Regional
business plan.
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For example, the Infrastructure business unit comprised the following Operations
Centres:


INFRA, NFRA in NSW, Australia



SFRA in Victoria, Australia



QINF, CFRA in Queensland, Australia



DEVN, DINF in Western Australia and Darwin, Australia



ANFA in Auckland, New Zealand



MFRA in Malaysia



EUTG in England

The business units each comprised a number of sub-business areas or sectors. For
example, the Infrastructure business unit has the following sub-business areas:


Transportation Planning



Airports/Aviation



Maritime



Roads



Urban Infrastructure



Rail

Each Sector was led by a Sector Leader. Sector Leaders were accountable to the
General Manager for developing business in their particular sector across the
globe.

A diamond structure has been designed to provide accountability along BU lines
globally, whilst at the same time reflecting the importance of the local regions.
The new structure has involved the creation of new positions such as Sector
Leaders to support both functions.

The following diagram shows the inter-relationships between the various roles
including the line of responsibility for financial performance.
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How the Business Unit Structure Works
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Figure 3.4 How the Business Unit Structure works

3.3.2

Interview Schedule

A detailed interview schedule was developed in alignment with the research
objectives. The questions were also prepared in order to recall the relevant
information. The interview schedule is presented in Table 3.1.
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Table 3.1: Interview Schedule
The decision to adopt the matrix structure:
1. Can you remember the reasons for the organization (SKM) moving from a
traditional structure to a matrix?
2. Who were the main people involved in the decision?
3. Were you involved yourself?
The transition to the matrix structure:
4. Can you tell me what issues, if any, arose for the organization during the
transition? What about your experience, or that of your own business unit?
5. How were any difficulties overcome?
6. If you needed to do the same again, what recommendations would you give
that would help achieve a smooth transition?
7. Do you know if SKM utilised any Change Model to guide its transition to a
matrix structure? For example, was GE’s change model used? Were others
considered?
Evaluation of the present matrix structure – advantages and disadvantages
8. Do you think that the new structure was beneficial for the organization’s
performance? In what terms would you evaluate the level of success?
9. Overall what do you think were the main advantages of a matrix structure for
this organization? Also what are the opinions of others in the organization?
Probe if necessary: One of the claimed advantages of a matrix structure is
that it enables a more flexible sharing of human resources across products.
Do you think that this applies to SKM? If not, why not?
Probe if necessary: Do you think that a matrix structure for SKM provides a
greater opportunity for functional and product skill development?
Probe if necessary: Do you think that a matrix structure provides a better
mechanism for dealing with multiple sources of authority in the
organization? If it does, how?
10. Overall what do think have been the main difficulties or weaknesses in
having a matrix structure (or problems that need to be overcome)?
Some writers suggest that reporting to two bosses can be a problem with a
matrix structure. Do you think that this was a problem in SKM in your
own experience? Do you think it was an issue for others in the
organization?
Some writers have suggested that a matrix structure rewards political skills
as opposed to technical skills. Do you think that is, or has been, the case in
SKM?
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The power balance between business units and divisions
11. What about maintaining a power balance between business units? Has that
been, or is it, a problem?
12. If maintaining a power balance between business units was or is a problem,
where any methods used, or are being used, to resolve this problem?
13. If power imbalance between business units is a problem, to what extent do
you think that it has (or could) affect organizational performance? In what
ways?
14. In any organization, some units can come to have greater influence or power
than others. Within SKM, what do you think are some of the factors that have
determined the level of power or influence that a particular business unit
possesses?
15. Which divisions would you judge to have the higher level of power or
influence in SKM? What explains their having these high levels of power?
16. Which divisions would you judge to have relatively low levels of power or
influence in SKM? What explains their having these low levels of power?
Advice for avoiding problems of a matrix structure, or taking advantages of its
strengths
17. Thinking about all we have talked about today, what general advice would
you give to an organization to enable it to diminish or reduce any weaknesses
of the matrix structure (or capitalise on its advantages), so as to increase
organizational effectiveness?

Primary objectives of this phase were to firstly produce knowledge that is directly
useful to the company; secondly, to empower people at a deeper level through the
process of helping them in constructing and using their own knowledge; and
finally, to involve the process of genuine collaboration which was an important
point.

The first section of the interview aimed to explore the reasons for SKM moving
towards the matrix structure. The respondents were asked about the main people
involved in the decision. The purpose of this question was to determine who were
the main people involved in this decision so as to schedule an interview with them
in order to collect the relevant data for the research project.

3.3.3

Interview Process

The interviews were co-ordinated across different professional areas and practices
within all business units. The interview schedules were sent to all interviewees
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with an information letter and a consent form that (see Appendix E). CEO, COO,
General Managers and Regional Managers Functional Managers and selective
Operation Centre Managers were interviewed for about thirty minutes face-to-face
where possible, or with other techniques (e.g. teleconferences) on the issues
central to matrix organization’s strengths and weaknesses. A digital tape recorder
was used to ensure the quality of recording of each interview. These digital
recording files have been transcribed on line into a Word document by the Pacific
Solutions company.

3.3.4

Participants Profile

The participants were selected from each business unit and functional areas
including Operation Centre Managers, Regional Managers and General Managers,
COO and CEO. Most of the participants have responsibilities in the current
structure where some of them had responsibilities in one of these positions before
the transition only. All the participants were male; two senior female executives
were invited to an interview, however they were not willing to participate due to
time constraints.

This chapter has described the method used in this research, by first providing the
background of the qualitative and quantitative research methods, through which
both methods were justified for use in this research. The participating
organization, SKM, was described in terms of its history and the outline of its
matrix structure. Details were provided on the various participants within SKM
and the interviews taken.
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Chapter 4: Survey Results
Following Chapter 3’s discussion of the methods of collecting the data, Chapter 4
now goes on to analyse the data. Here the discussion mainly centres around the
methods used to analyse the data and then focuses on all the different dependent
and independent variables derived from the data that are used in the analysis for
correlation purposes.

The on-line survey was conducted to investigate the validity of the SCT and RDT
in major international companies that have implemented matrix structures. The
aim of this chapter is to explain the various statistics used to analyse the data and
to list the variables that came up as a result of answers to the questionnaire. The
statistical data concerning SCT and RDT variables were exported into the Excel
spreadsheet in order to determine the patterns of data distributed on the variables
at group and organizational level.

The raw data was examined for incomplete answers and recoded, before it was
exported to SPSS version 15 for data analysis. The total number of responses
numbered 45, with only 34 responses being used for analysis, while the rest of the
responses (11 responses) were counted as invalid as they were incomplete. The
invalid response rate for this study was 22%. Hamilton (2003) states that half of
all surveys receive at least a 26% response rate, but due to the large degree of
variation in response rates, this may be of little predictive value. In general,
response rates vary too much and rely on far too many factors for aggregate rates
such as these to be of much predictive power. Large invitation lists are associated
with lower response rates; therefore, he suggests using as focused and highquality a list as possible. In this study the invitation list was prepared carefully
and only the senior executives of the firms, who could be expected to have
adequate familiarity with the firm’s operations and its business environment, were
invited to participate.
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According to Quirk’s Research Review (2004) the most senior personnel
(chairman, board members, president, CEO, COO, executive vice president)
respond at the lowest rate to on-line surveys. The primary reason for the low
response rate was the amount of time available for data collection. The data
collection was much longer for previous studies in the field, which were
unconstrained by the necessities of a doctoral research timetable. In the case of the
University Budget Pfeffer and Salancik collected data over a period of 13 years.
Senior people are very busy and it is possible that in targeting this level of
respondent I inadvertently minimized the chances of the questionnaire being
completed – despite the fact that it was designed to be saved and worked on
incrementally. It is also possible that the issue being addressed in this research
(power and performance) was a sensitive issue for many invitees, leading to
reduced responses for those questions.

Overall, the response rate was disappointing and despite repeated requests to
potential respondents could not be improved on. A consequence of this was that
the substantive focus of the thesis shifted more towards the balance of the case
study and less to the comparative context within which it could be viewed. Doing
research is often a process of creative adaptation to changing circumstances and
this thesis is no exception.
Table 4.1: Response Rate
Responded

% (Numbers)

Valid responses

78% (34)

Invalid responses

22% (11)

Total

4.1

100% (45)

Data Analysis

Data analysis was conducted on both group and organizational levels. Each
question was coded, and completed questionnaires were computer processed for
data analysis. Individual items comprising each of the multi-item scales were
generated for the power, uncertainty, routinisation, coping, substitutability,
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workflow centrality, workflow pervasiveness, workflow immediacy, control of
contingencies, resource dependency, matrix strengths and matrix weaknesses
variables, A summated scale for each individual item is formed by combining
several individual variables into a single composite measure, which is described in
the Descriptive Statistics section. In order to assess the degree of measurement
error, the validity of information, defined as “the measurement of what is
supposed to be measured” (Yaffee 2000, p.61), was measured by SPSS Software
Version 15.0.

The reliability, relating to the consistency of the measures, was also measured
using Cronbach’s Alpha which is a widely used measurement of the internal
consistency of a multi-item scale (Hair 2006, p. 99). To measure how variables or
rank orders were related, a new data set was generated and a Bivariate Correlation
test was carried out at group level and organizational level. Twenty groups or sub
units were defined, as detailed in Appendix C, and coded within the original data
set and then the original data was aggregated in SPSS in order to generate a new
data set for analysis at Group Level. The same process was repeated in order to
generate a new data set for data analysis at Organizational Level. Nine
organizations were coded using the same original data set which was then
aggregated in SPSS. The bivariate correlations procedure calculates Pearson’s
correlation coefficient, Spearman’s rho, and Kendall’s tau-b with their
significance levels (SPSS 15.0).

4.1.1

Data Analysis at Group Level.

SCT and RDT make predictions on characteristics of a unit within an organisation
that lead to the unit having greater power within the organisation. These
characteristics are the ones measured by the scales listed below this paragraph.
One purpose of the study was to investigate the predicted relationships between
these scales and a measure of each unit's level of power in the organisation. Using
bivariate correlations, a 10x10 matrix that looks at all possible bivariate
relationships between power, a dependant variable, and the independent variables
(uncertainty, routinisation, coping, substitutability, centrality, pervasiveness,
immediacy and control of contingencies) was produced.
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Descriptive Statistics for SCT
The Descriptive Statistics that provides summary statistics for numeric variables
which were used at the group level is shown in Appendix C.

Power
In this research, power is treated as a dependent variable, as explained in Hickson
et al’s (1971) SCT. The SCT of interorganizational power proposed by Hickson et
al (1971) hypothesises that, with organizations being systems of interdependent
sub-units, they will have a power distribution grounded in their division of labour.
In 1974 Hinings et al tested the SCT with alternative forms of data on seven
organizations, or power systems. They refined the theory through the exploration
of different patterns of variables related to successive levels of power, and the
tentative ordering of these variables in terms of their consequences for power.

Following SCT the power variable was scaled based on four items. These items
were constructed to form as comprehensive a statement as possible of recognised
and recurrent problem areas identified in the organizational studies literature,
listed below:


Involvement in the following decision making processes:
o

Raising new business operation issues and initiating discussion
of them;

o

Providing information on these issues;

o

Choosing the final course of action taken with respect to the
issues; and

o

Implementing action on the issues



Influence on business operation issues



Involvement with decision making processes at an organizational level
with respect to the following issues :
o

Marketing strategies;

o

Measuring performance;

o

Developing and implementing a quality plan;
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o

Financial issues;

o

Personnel training and development;

o

Technology development; and

o

Organizational strategic issues

Decision making processes in relation to the following:
o

Marketing strategies;

o

Measuring performance;

o

Developing and implementing quality plan;

o

Financial issues;

o

Personnel training and development;

o

Technology development; and

o

Organizational strategic issues.

The aggregated scale concerning the measurement of power variable is shown in
Appendix C. The mean of the aggregated power scale is 4.88 as shown in the
Descriptive Statistics at group level table.

Uncertainty
Uncertainty is defined as a lack of information about future events in the SCT
(Hickson et al., 1971; Hinings et al., 1974). Following SCT the uncertainty
variable was scaled based on four items on the following issues:


During the past six months, to what extent has your group encountered
interruptions or delays to the normal flow of work due to:



o

Lack of information from within your group

o

Lack of information from other groups

o

Lack of information from other companies or organizations

During the past six months, how often have major problems arisen in
your group, for which there were no immediate or apparent solutions,
from each of the following?
o

Problems from your group

o

Problems from other groups

o

Problems from other companies or organizations
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To what extent does your group, in its daily operations, encounter the
following?
o

A lack of specific information which has an impact on the work
routines of your group



o

Uncertainties from other groups

o

Uncertainties from other companies or organizations

Is there a clear understanding of the key issues facing your group?

The aggregated scale concerning the measurement of uncertainty variable is
shown in Appendix C. The mean of the aggregated uncertainty scale is 3.20 as
shown in the Descriptive Statistics at group level table.

Routinisation
Routinisation is introduced into the SCT (Hickson et al., 1971; Hinings et al.,
1974) as a preventative way in dealing with uncertainties. Following SCT the
variable was scaled based on four items, as listed on the issues below:


To what extent do the routines of your daily work provide immediate
feedback that helps you to improve your group performance?



To what extent are your group’s daily operations repetitive of the
same tasks?



To what extent are there standard operating procedures or practices for
performing your group’s major tasks in the past six months?



How precisely do the standard operating procedures or practices
specify how your group’s work is to be done?

. The aggregated scale concerning the measurement of routinisation variable is
shown in Appendix C. The mean of the routinisation scale is 4.75 as shown in the
Descriptive Statistics at group level table

Coping
Coping is defined as effectively dealing with uncertainties in the SCT (Hickson et
al., 1971; Hinings et al., 1974). Following SCT this variable was scaled based on
the four items on the issues listed below.

60



During the past six months, how often have you been involved in
work related problem-solving meetings with the following?



o

Two or more people from your group

o

Two or more people from other groups

To what extent has your group resolved significant issues in
performing its functions during the past six months?



When dealing with significant issues, how often are each of the
following used?
o

Coping by prevention (e.g. communicating, advertising,
working with the same client)

o

Coping by information (e.g. calculating probabilities, statistical
analysis, procedures, training, feedback etc.)

o


Coping by absorption (e.g. working extra hours)

To what extent are the key objectives of your company widely and
clearly understood within your Group?

The aggregated scale concerning the measurement of coping variable is shown in
Appendix C. The mean of the coping scale is 5.17. as shown in the Descriptive
Statistics at group level table

Substitutability
Substitutability is the ability of the organization to obtain alternative performance
for the activities of a group in the SCT (Hickson et al., 1971; Hinings et al., 1974).
Following SCT the substitutability variable is scaled based on three items on the
issues below:


How difficult would it be for other groups’ members to perform the
same tasks as your group?



Please rate the extent to which each of the following is required to
perform the work you do for your group:
o

Extensive training

o

Specialised skill and knowledge

61



How difficult would it be for other members of your group to perform
the same tasks as their immediate superiors?

The aggregated scale concerning the measurement of substitutability variable is
shown in Appendix C. The mean of the substitutability scale is 4.71, as shown in
the Descriptive Statistics at group level table.

Workflow Centrality
Workflow centrality is defined as the degree to which a sub-unit’s activities are
interlinked into the system in the SCT (Hickson et al., 1971; Hinings et al., 1974).
Following SCT the workflow centrality variable was scaled based on just two
items. The scale provided useful input on the issues listed below.


Please indicate to what extent normal work in your Group is carried
out by your immediate subordinates in each of the following ways:
o

Independent Work Flow, where work and activities are
performed by your immediate subordinates separately and do
not flow between them

o

Sequential Work Flow, where work and activities flow, but
mostly in only one direction

o

Reciprocal Work Flow, where work and activities flow between
others in a back-and-forth manner over a period of time

o

Team Work Flow, where work and activities are performed by
your immediate subordinates together, working as a group or
team.



How much does your organization have to depend on each of the
following in conceiving a typical innovative project?
o

Your group

o

Other groups

o

Other companies or organizations

The aggregated scale concerning the measurement of workflow centrality variable
is shown in Appendix C. The mean of the workflow centrality scale is 4.3 as
shown in the Descriptive Statistics at group level table.

62

Workflow Pervasiveness
Workflow pervasiveness is defined in the SCT (Hickson et al., 1971; Hinings et
al., 1974) as the degree of influence of a group on the system as a whole.
Following SCT the workflow pervasiveness variable was scaled based on two
items, as listed below.


How much influence do you think each of the following has over the
internal operations of your company (e.g., setting company
policies/procedures, objectives and goals, allocation of work between
groups)?



o

Your group

o

Other groups

How much influence do you think each of the following has over the
external activities of your company (e.g., developing and maintaining
joint manpower programs with other companies; creating project
teams)?
o

Your group

o

Other groups

The aggregated scale concerning the measurement of workflow pervasiveness
variable is shown in Appendix C. The mean of the workflow pervasiveness
scale is 3.6 as shown in the Descriptive Statistics at group level table.

Workflow Immediacy in Speed
Workflow immediacy in speed is defined as the workflow of a group that affects
the final outputs of the organization in the SCT (Hickson et al., 1971; Hinings et
al., 1974). Following SCT this variable was scaled based on five items.


During the past six months in general, how have your group’s project
completion dates compared with original targets? Please answer with
respect to each of the following:
o

Work which flows from other groups in the company

o

Work from other companies or organizations
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During the past six months to what extent has your group encountered
interruptions or delays to the normal flow of work, resources, or
services from other groups?



Thinking about the major projects completed by your group during the
past six months, how severe would have been the implications for the
overall organization, if they had not been completed on time?



Reviewing the past six months, and thinking about the approvals
process on Business Operation issues of your group, how long,
typically, do the following take:



o

The strategic, long term important issues

o

The more immediate, tactical issues

Reviewing the past six months, and thinking about updating processes
in your organization, how long, typically, do the following take:
o

Updating the procedures and manuals

o

Updating the information on the websites.

The aggregated scale concerning the measurement of workflow immediacy
variable is shown in Appendix C. The mean of the workflow immediacy in
speed scale is 4.26 as shown in the Descriptive Statistics at group level table.

Workflow Immediacy in Severity
Workflow immediacy in severity is defined as the workflow of a group that affects
the final outputs of the organization in the SCT (Hickson et al., 1971; Hinings et
al., 1974). Following SCT this variable was scaled based on three items, which
are listed below.


Overall how important is it to deliver your group outputs on time?



To what extent does your group respond to client needs?



To what extent is your group able to accommodate to frequent
changes in its business environment?

The aggregated scale concerning the measurement of workflow immediacy in
severity variable is shown in Appendix C. The mean of the workflow
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immediacy in severity scale is 5.7as shown in the Descriptive Statistics at
group level table.

Control of Contingencies
Control of contingencies is defined as a requirement for the activities of a group
which is affected by the activities of another group in the SCT (Hickson et al.,
1971; Hinings et al., 1974). Following SCT the variable was scaled based on these
four items:


Is your group good at using resources efficiently?



To what extent does your group regularly measure its productivity
relative to your organization’s norms?



To what extent is the search for external opportunities well organized
in your group?



To what extend are other groups’ activities depend upon your group
activities?

The aggregated scale concerning the measurement of control of contingencies
variable is shown in Appendix C. The mean of the control of contingencies
scale is 5.4 as shown in the Descriptive Statistics at group level table.

4.1.1.2 Reliability and validity
All the variables’ reliability was measured by Cronbach’s alpha (Cronbach, 1951).
The computation of Cronbach’s alpha is based on the number of items in the
survey (k) and the ratio of the average inter-item covariance to the average item
variance.

The reliability statistics shown in Table A.2 give the proportion of the variability
in the responses to the survey, i.e. the result of differences in the respondents.
Answers to a reliable survey will differ because respondents have different
opinions, not because the survey is confusing or because it has multiple
interpretations. The Cronbach alpha for each item is presented in appendix C.
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The Cronbach alpha was found to be 0.724, showing internal consistency on the
average inter-item correlation. The reliability of 0.50-0.60 is considered sufficient
for any research (Nunnally 1978), although a coefficient of 0.7 or above is
desirable (Hair 2006). The respondents were from top management and, to an
extent, the degree of agreement on the information they provided was perhaps also
a measure of the validity of the variables.

4.1.1.3 Pearson product moment correlation
In order to look at the relationships between the dependent variable power and
each of the independent variables, the Pearson correlation was used. The results of
the correlation of the power variable are presented in Table A. 3. The first column
shows the simple bivariate correlations at group level between each independent
variable and the dependent variable power.

Bivariate correlation is the most common measure of a linear relationship that
refers to the correlation between two continuous variables. There is a significant
(p < .05) moderate correlation of 0.535 between Power and Coping at the group
level. Similarly the correlation between Workflow Immediacy and Power is
moderate (r=0.440 close to r=0.500) and at a significant level (p < .05). On the
contrary it was found that as a dependent variable, Power has a moderately
negative correlation of -.557 with Uncertainty at a significant level (p < .05). On
the other hand, for the variables of Routinisation, Substitutability, Work Flow
Centrality, Work Flow Pervasiveness and Control of Contingencies, the
correlation is not strongly positive and not significantly different from 0.

The two-tailed Pearson’s correlation coefficient statistic was used as the primary
source for analysis. The Spearman’s rho statistic (on SPSS 15.0) was used to
measure the rank-order association between each dependent variable and Power.
However, Spearman’s rho reports the same correlation between Power and other
independent variables, because rho is based on rank orders, which are unchanged
by Power. Moreover, correlation coefficients have less of an effect on Spearman’s
rho, so it is possible to save some time and effort by using it as a measure of
association. The correlations at group level are discussed here. Based on the
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analysis it was clear that Workflow Immediacy and Coping have positive
relationships with Power, whereas Uncertainty has a negative correlation.

Descriptive Statistics for RDT
The resource dependency perspective, which is very similar to SCT (Hickson et
al. 1971), suggests that crucial external resource factors affect a large proportion
of organizational action. The environment is the source of resources for which the
overall population of organizations competes. According to resource dependency
theory, subunits that manage crucial external dependencies are able to shift the
distribution of power in their favour. The Descriptive Statistics that provides
summary statistics for numeric variables for RDT which were used at the group
level is shown in Appendix C

Power
Following RDT (Pfeffer and Salancik, 1974) power is measured as the degree of
influence of a group that affects the performance of the group. The power variable
was scaled based on the same items that were listed under the Descriptive
Statistics for SCT section.

Group Performance
Group Performance refers to the total effectiveness of the group.
Its variable was scaled based on two issues. An index of subjective relative
performance was developed, asking people the following question:


Relative to your Group's key objectives, please indicate your Group's
performance on the rating scale?



Relative to other comparable Groups, how does your Group rate on
each of the following factors for the last 6 months?
o The strategic, long term important issues
o The quantity or amount of work produced
o The quality or accuracy of work produced
o The number of innovations or new ideas introduced
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o Reputation for work excellence
o Attainment of unit production or service goals
o Efficiency of Group Operation
The aggregated scale concerning the measurement of group performance
variable is shown in Appendix C. The group performance scale is 5.2 as
shown in the Descriptive Statistics at group level table

Availability of resources
Availability of resources is defined as the source of a group that would be utilized
by other groups in the RDT (Pfeffer and Salancik, 1974). The availability of
resources variable was scaled based on the item on the following issue.


To what extent does your Group have enough resources to perform its
tasks??

The scale concerning the measurement of availability of resources variable is
shown in Appendix C. The mean of the availability of resources scale is 5.25 as
shown in the Descriptive Statistics at group level table.

Control of resources
Control of resources is assessed as the domain of RDT (Pfeffer and Salancik,
1974). Following RDT the control of resources variable was scaled based on two
items on the following issues.


To what extent does your Group control the following??
o Those resources that are required to get your Group's work done
o Access to those resources
o The actual deployment of those resources
o The framework that deploys those resources



To what extent are the resources of your Group used in various
regions (e.g. globally?
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The aggregated scale concerning the measurement of control of resources variable
is shown in Appendix C. The mean of the control of resources scale is 4.17 as
shown in the Descriptive Statistics at group level table

4.1.1.3 Pearson product moment correlation
In order to look at the relationships between the dependent variable power –
degree of influence and each of the independent variables, the Pearson correlation
was used. The results of the correlation of the power – degree of influence
variable are presented in Table A.4. The first column shows the simple bivariate
correlations at group level between each independent variable and the dependent
variable power.

Bivariate correlation is the most common measure of a linear relationship that
refers to the correlation between two continuous variables. There is a significant
(p < .01) moderate correlation of 0.650 between Power – Degree of Influence and
Group Performance at the group level. Similarly the correlation between
Availability of resources and Group Performance is moderate r=0.519 and at a
significant level (p < .05). On the other hand, for the variables of availability of
resources and control of resources, the correlation is not strongly positive and not
significantly different from 0.

The two-tailed Pearson’s correlation coefficient statistic was used as the primary
source for analysis. The Spearman’s rho statistic (on SPSS 15.0) was used to
measure the rank-order association between each dependent variable and Power –
Degree of Influence. However, Spearman’s rho reports the same correlation
between Power – Degree of Influence and other independent variables, because
rho is based on rank orders, which are unchanged by Power – Degree of
Influence. Moreover, correlation coefficients have less of an effect on Spearman’s
rho, so it is possible to save some time and effort by using it as a measure of
association. The correlations at group level for SCT and RDT are discussed here.
Based on the analysis it was clear that Workflow Immediacy and Coping have
positive relationships with Power, whereas Uncertainty has a negative correlation.
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4.1.2

Data Analysis at Organizational Level

Further analysis has been done at the organizational level. Another dataset was
generated by selecting Matrix Weaknesses, Matrix Strengths and Organizational
Performance variables for nine companies that had participated in the survey.
Using bivariate correlations, a 5x5 matrix that looks at all the possible bivariate
relationships with Organizational Performance was produced, where performance
was a dependent variable, while the other variables related to Matrix Weaknesses
and Matrix Strengths.

4.1.2.1 Descriptive Statistics
The Descriptive Statistics table as shown in Appendix C provides summary
statistics for continuous, numeric variables that were used at the organizational
level.
Power
Power is measured as the degree of influence of a group that affects the
performance of the firm. The power variable was scaled based on the same issues
that were listed under the Descriptive Statistics for SCT section. The mean of the
Power scale is 4.88 as shown in Appendix C.

The Strengths of a Matrix Structure
The Strengths of a Matrix structure are conceptualized as those attribute of the
organization that can have a positive impact on organizational effectiveness
(derived from Duncan, 1979). The Strength of a Matrix structure variable was
scaled based on three items, as listed below:


How effective is the coordination between the different groups in your
organization?



To what extent does your organization provide opportunities for
functional skill development?



To what extent does your organization provide opportunities for
product skill development?
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The aggregated scale concerning the measurement of strength of a matrix
structure variable is shown in Appendix C. The Strength of a Matrix structure
scale is 5.12 as shown in the Descriptive Statistics at organizational level table

The Weaknesses of a Matrix Structure
The Weaknesses of a Matrix structure are the attribute of the organization that can
have a negative impact on organizational effectiveness. The variable for
Weaknesses of a Matrix structure was scaled based on five items. The scale
provided useful input on the issues listed below, as follows:


To what extent does working in a matrix structure require highly
developed specific skills?



To what extent does the matrix structure require time for frequent
meetings and conflict resolution sessions?



To what extent does your group have cooperative relationships with
other groups within the matrix structure?



To what extent does your organization maintain a balance of power
between the functional and the divisional form in its matrix structure?



In your matrix structure, to what extent does your organization reward
political skills as opposed to technical skills?

The aggregated scale concerning the measurement of weaknesses of a matrix
structure variable is shown in Appendix C. The scale for Weaknesses of a Matrix
Structure is 5.12 as shown in the Descriptive Statistics at organizational level
table.

Organizational Performance
Organizational Performance refers to the total effectiveness of the firm its
variable was scaled based on five items that was generated based on Khandwalla’s
study of Canadian firms. An index of subjective relative performance was
developed, asking people the following question:
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Relative to comparable organizations, how does your company’s performance rate
on each of the following?


Long-run level of profitability



Growth rate of sales or revenues



Employee morale, job satisfaction, and commitment to company’s
objectives



Financial strength (liquidity and ability to raise financial resources)



Public image and goodwill.

The aggregated scale concerning the measurement of performance variable is
shown in Appendix C. The organizational performance scale is 6, as shown in the
Descriptive Statistics at organizational level table.
The independent variables of the coordination between the different groups in the
organization, dealing with conflicts among multiple sources of authority, highly
developed skills, balance of power between the divisions and reward political
skills as opposed to technical skills have been correlated with organizational
performance.

4.1.2.2 Reliability and validity
All the variables’ reliability was measured by Cronbach’s alpha (Cronbach, 1951).
The calculation of Cronbach’s alpha is based on the number of items on the
survey (k) and the ratio of the average inter-item covariance to the average item
variance.

The reliability statistics, as shown in Appendix C, gives the proportion of the
variability in the responses to the survey that is the result of differences in
responses. That is, answers to a reliable survey will differ because respondents
have different opinions, not because the survey is confusing or has multiple
interpretations. Cronbach’s alpha for each item is presented in appendix C.
The Cronbach alpha was found to be 0.912, showing internal consistency on the
average inter-item correlation. Cronbach’s alpha for each item is presented in
appendix C. The respondents were from top management and, to an extent, the
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degree of agreement on the information they provide is also perhaps one measure
of validity of the variables.

4.1.2.3 Pearson product moment correlation
The results of the correlational and bivariate analysis of Organizational
Performance and each dependent variable are presented in Table A.7. The first
column shows the simple bivariate correlations at organizational level between
each independent variable and the dependent variable, Organizational
Performance.
There is a significant (p < .05) and fairly strong positive correlation of 0.719
between Organizational Performance, in terms of employee morale, job
satisfaction and commitment to the company’s objectives, and Dealing with
Conflicts among multiple sources of authority at the organizational level.
Similarly, the correlation between Matrix Strength of the company and dealing is
strong .619 at a significant level (p < .05). Again, the correlation between the
Matrix Strength and Performance is strong.850 at a significant level (p < .01).
The correlations between the Employee Matrix Strength 2 and Performance is also
strong .833 but not at a significant level (p < .01).

4.1.2.4 Organization Performance
The statistical data concerning power and performance variables are exported into
the excel spreadsheet in order to look at the patterns for these variables at
organizational level. The patterns of power and performance variables for each
organization are shown in Appendix C. The figure indicates organization 2 and 3
are performing high where their power is lower, the other organizations 4, 5, 6, 8,
and 9 are performing well and they have high level of power. The organizations 1
and 7 are performing low and their power is also low as well.

This chapter has examined the validity of political theories of organizations in
major international companies. SCT and RDT were utilised as a source of formal
hypotheses to generate specific propositions in accordance with the research
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objectives, Hickson et al. (2002) used SCT to measure power in organizations
Following Hickson et al (1971), and Pfeffer and Salancik (1974), matrix
organizations

were

investigated,

using

variables

for

power,

workflow

pervasiveness, workflow immediacy, workflow centrality, uncertainty, coping,
substitutability, routinisation, control of contingencies, and performance.

Based on the findings of the quantitative analysis, in the absence of strong
correlations, the variables for workflow pervasiveness, workflow immediacy,
workflow centrality, substitutability, routinisation and control of contingencies
were deleted. Only uncertainty, coping, and performance variables that have
strong correlation with power were kept to furnish a sampling frame for
qualitative work. It is interesting that strong correlation between coping with
uncertainty and power also exist in the previous findings of Hickson et al (2002).
In their study the organization was conceptualized as being composed of four
functional subsystems or subunits. The subunits were seen as interdependent.
Some were more or less dependent and produced more or less uncertainty for
other subunits. The subunits were connected with each other through with the
major task of the organization, coping with uncertainty. The theory ascribes the
differing power of subunits to imbalances in the way in which these
interdependent subunits cope with and handle uncertainty The most powerful are
the least dependent subunits that cope with the greatest systemic uncertainty,
(Clegg, Kornberger, Pitsis, 2006). In this regard Hickson et al (1971) state that the
SCT is not in any sense static, as the goals, outputs, technologies, and markets of
organizations change; hence, for each subunit, the values of the independent
variables change, and patterns of power change. The results of this quantitative
analysis will be further discussed in Chapter 6.
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Chapter 5: Interview Results
In Chapter 4 variables resulting from the questionnaires were identified and
correlated with each other in order to obtain some numerical data for a
quantitative analysis. Here in Chapter 5 the qualitative data will be examined
using the responses obtained from interviews with the top managers of SKM. This
chapter aims to identify the themes that have emerged from these interview
responses and present them in order of most to least common within each area of
research, illustrated with comments from some of the respondents.

The first area addressed is the decision to adopt a matrix structure, which was split
into questions asking what the reasons were for SKM moving from a traditional
structure to a matrix structure; who were the main people involved in the
decision; were you involved yourself.

The second area is the transition to the matrix structure, with results from the
following interview questions: What were the issues that arose for the
organization during the transition; How were any difficulties overcome;
recommendations they would give that would help to achieve a smooth transition;
did SKM utilise any change model to guide its transition to a matrix structure.

The third area discusses the advantages and disadvantages of the matrix structure
at SKM, with the following questions discussed: Evaluation of the present matrix
structure; the main advantages of a matrix structure for SKM; the main
disadvantages of a matrix structure for SKM.

The third area relates to the power balance between business units and divisions,
with the following themes analysed: Maintaining power balance; the methods to
maintain the power of balance; Organizational performance; the factors that
determine the level of power; the influence of higher levels of power; and the
influence of relatively low level of power.
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The final area analysed the question asking for advice for avoiding problems of a
matrix structure or taking advantages of its strengths.

5.1

Interview Data Analysis

The qualitative data was analysed using the grounded theory approach. This
method is known as the best defined (Dey, 1999; Pierce, 2008) research strategy
whose purpose is to generate theory from data. Despite its popularity, grounded
theory has also been criticised because of its methodological mistakes. However
since its inception by Glaser and Strauss in 1967, grounded theory evolved mainly
in the area of health and popularised partly through the impressive empirical
studies (Dey, 1999). According to Strauss and Corbin (1994: 275), the discovery
of grounded theory had three purposes: to offer the rationale for theory that was
grounded, to suggest the logic for and specifics of grounded theories, and to
legitimate careful qualitative research. In this research the grounded theory
approach was used because of the following reasons:


Grounded theory explicitly addresses how to generate theory in the
research question;



It represents a coordinated, systematic but flexible overall research
strategy;



It brings a disciplined and organized approach to the analysis of
qualitative data; and



In dealing with social research problems from professional practice,
and from organizational and institutional contexts, a traditional
hypothesis testing approach can be confronting for social researchers.

In order to analyse data based on grounded theory techniques and procedures the
analysis was begun by finding categories and concepts within the data. Glaser and
Strauss (1967) have defined categories as “conceptual elements of a theory” (p.
36). Category is also defined as “class, division or relatively fundamental
concept” (Dey, 1999). The interview data was categorised in three phases that
reflected closely the interview schedule. Phase one, addressed to the period before
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the transition to a matrix, investigates the reasons for moving to the matrix
structure. The second phase, the transition phase, looks at the issues during the
transition to the matrix structure. The final phase, the after transition phase,
evaluates advantages and disadvantages of the matrix structure.

The next step of data analysis is coding, an essential procedure in grounded
theory. Coding is a mechanical task identifying and assigning the appropriate
codes to responses. The key function of coding is to generate rather than to test
theory.

Codes can be theoretical, descriptive or inferential. Theoretical codes are
derived from the independent and dependent variables identified in your
theoretical framework. A descriptive code merely describes what it seeks to
represent. An inferential code is used when you draw an inference usually
from repeated patterns or clusters of juxtapositions of different codes. One
special type of inferential code is a factor code. A factor is a latent,
underlying variable like ‘power’. …There will be occasions when you identify
important variables which fall outside your initial range. In this case, you can
develop new codes as you continue. These are called in vivo codes (‘code-asyou-go’) (Pierce, 2008: 242).

Excel was used for coding which involved the grouping of each interview
question into themes. In this process the patterns that were repeated in the
interview data were looked at and identified. The patterns were colour-coded and
then filtered for further analysis. A summary table was developed based on the
selected code that was used to calculate the frequency for each theme. For each
question, examples of quotes are given reflecting the main themes that were
contained in the answers. A summary of the interviewees’ replies to each of the
questions is listed in tabular form.
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5.2

The decision to adopt the matrix structure

5.2.1

The reasons to move to a matrix structure

Internationalisation
The themes that emerged as reasons for moving to the matrix structure are
scrutinised in the following discussion. The most commonly mentioned theme,
expressed by 42% (11) of the 26 persons interviewed, was the internationalisation
of the business and the nature of competitive threats from other major
international companies. SKM was working for more and more national and
international clients, rather than local clients. With SKM becoming an
international company, its competitors were increasingly other international
companies competing for the same projects in the same market environment.
SKM senior managers realised that to respond to the current market situation
effectively, they needed to shift from a geographic to a global structure.

The Major Project’s director GR who has been with SKM for 23 years
commented:
Why did it occur? It really occurred because up to just before that time we
were largely a regional based organization. The structure was regional
manager, operation centres and personnel, within the op centres. As we
became

more

international

–

the

driving

force

is

really

the

internationalisation of the business.

IT, Global BDM Buildings & Property commented:
We found that we had major international companies coming into the
Australian market. So we had to look at how we could engage our total
resource base in key market sectors, such as infrastructure and water or
environment, so that we could compete with major organizations, rather than
having a regional focus.

MR, Resources GM who was COO for the period from December 2000 to
December 2003 and was also transition manager commented:
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Also we thought – so there were all sort of positives for doing it. One of the
defensive reasons for doing it was we saw that the big international players
had this model. They were starting to encroach into our traditional area. We
saw, unless we responded, that we may be out of business. So we saw that as
doing - that’s why we did it as a business there.

Organic Growth
The second most agreed upon reason for SKM moving from a traditional structure
to a matrix, mentioned by 38% (10) of the interviewees, was the organic growth
of SKM, both numerically and geographically. As shown in Figure 3.3.1, SKM
was growing rapidly therefore it was hard to manage this growth with the existing
traditional structure. SKM was founded in 1964 and was incorporated into its
present form in 1972. Over this time, it has grown organically – (from 23
employees to 2,982) through outsourcing, acquisitions and strategic mergers with
other organizations. As the company grew in size, it also became more diverse in
its geographic location. The business was established in the UK and it also had
some Asian ventures. It became apparent that to compete in a world market, SKM
had to utilise its total labour resources on a global project basis as well as learn
from experiences based in certain market sectors so that it could compete with
other major players, in terms of experienced people and sufficient scale and size
of operations. It would seem, in order to grow the organization globally, SKM had
to move from a regional structure to one based on business units and business
lines; they couldn’t just have regional structures.

Manager Power and Industry NSW AC commented:
As far as the reasons for it – reasons for the change- I think, as we were
growing significantly – so if you look at the rate of growth of our company in
numbers of people, to use that as a metric, sort of prior to about year 2000 –
and you can find the data on this. I’m sure you’ve got it. Or if you haven’t,
you can get it easily. We were probably of the order of, I don’t know, maybe
1000 people strong or something like that. We’ve been growing at of the
order of 20 per cent per annum in staff numbers, I think.
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IT, Global BDM Buildings & Property commented:
Okay. I’ve got to think back to 1999 or ‘98. Sinclair Knight was a regional
business, where we reviewed all our resources and our marketplace on a
regional basis, through the ‘80s and the ‘90s. As the company started to grow
in size and also become more diverse in its geographic location.

Client Needs
The third most commonly mentioned theme, expressed by 34% (9) of the
interviewees, was client needs. SKM was working for more and more national and
international clients, rather than local clients. This necessitated having a structure
that reflects these client needs. The senior managers wanted better responses to
market needs for a different type of service; prior to the matrix switch, some
specialists in one part of the business were not being embraced by other parts of
the business because the other part of the business had a different geographic
location and hence different drivers. Each one of the business units had
ownership, or in other terms, championship of particular clients.

MR, Resources GM commented:
So to go back to why we’re doing it. This is in about 2001, I think it was. We
decided that – we’d had a strategic planning session. We came up with five
strategies that we thought we needed to take the business forward. Sort of we
needed to focus on major clients. So we needed to have a focus on clients and
servicing clients. That was sort of our major strategy.

We saw that, as part of that, we needed to grow and we needed to have
mergers. We needed to be better at sharing and innovating. We needed to
have some people initiatives that went with that. But the other thing we
needed to do, to be able to properly focus on our major clients, was to
transition to business units. So instead of having a focus on geography, we
needed to have a focus on clients. A client, wherever they were in the world.

TP who has recently appointed as GM Infrastructure commented;
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The first part of the question is why we decided to adopt the change.
Fundamentally, I think the main driver was trying to make sure that we got
the best resources that the company could offer onto projects, onto delivering
projects for our clients, irrespective of geography. So I think we started to
recognise that the sort of world was taking on this globalisation aspiration,
more and more. That if we continue to operate with geographic based
leadership, rather than business stream leadership, we weren’t focusing on
what our clients wanted. We were more focusing on how we wanted to
structure ourselves.

So the main driver was being able to access the skills that were available
across a whole business unit into a solution, irrespective of where the
geography of the client was. Also to help clients see a more consistent SKM.
So whether a client was wanting a road design done in Western Australia or
a road design done in Melbourne, the same client would largely see the same
SKM in that space. Because we were operating across business unit lines.

Skills Usage
Being more international allowed SKM to attract more global clients, which
required greater coordination in their business. SKM tended to find the likes of
BHP and Rio to be clients that required a different level of service from different
regions. The main driver was being able to access the skills that were available
across a whole business unit into a solution, irrespective of where the client might
be based, which the current geographical structure did not allow to happen. So,
being able to get the best skills from anywhere across the firm and to respond
better to the market needs for different type of services proved to be the main
reasons for moving to a matrix structure.

MR, Resources GM commented:
So we realised that, to do that effectively, we needed to transition from a
geographic structure to a global structure. Each one of the business units had
ownership, if you like, or championship of particular clients. So if you take an
example of a BHP, BHP doesn’t really care if it’s in Melbourne or Sydney or
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Morocco or South America, they wanted to have someone looking after them
and someone servicing them. So that business structure made more sense.

We were finding that we had some specialists in one part of the business that
were not being embraced by other parts of the business because the other
part of the business had a different geographic location and hence different
drivers.

So we wanted to use our best resources. We have the right people on the
project, rather than the available people. It gave greater career path for our
staff.

PD. Managing Director and Chief Executive Officer of Group since 1996
commented:
The second feature we had is we believed that you need to have very good,
close client relationships, at a local level. So you need a combination of
global skills and local client relationship. That’s still our overriding strategy
in the business. So that was the reason. I don’t think we were going to have a
future unless we went to some form of a global matrix.

Growth Strategy
SKM’s growth strategy to become a global organization, which was also related to
SKM’s organic growth, was another theme that was commonly mentioned. Senior
managers wanted to grow more by focusing on major clients. It was clear that, in
order to grow the organization globally, SKM had to move to business units and
develop business lines. As SKM was growing its business by undertaking mergers
and acquisitions in different parts of the world, senior managers realised that this
was not going to be of any benefit to the overall organization unless they could get
collaboration across the geographical divisions. With SKM growing strongly and
very successfully, in terms of being able to deliver big projects, senior managers
wanted to get the right level of support in delivering these major projects. Before
the transition SKM was really a collection of small consultancies behaving as if
they were small consultancies, and it was limited in its resources, something that
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was noticed as a constraint by those senior managers who were involved
strategically with the decision to move to a matrix.

OS, who was the General Manager of the Infrastructure business unit during the
transition from February 1999 to February 2002, commented:
We couldn’t just have regional structures. We could, but we didn’t see it as
being as effective. Because each new region we went to had different business
– you know – different types of businesses.

So you’d get a better global support if you had a strong business line for
infrastructure, a strong one for power, a strong one for mining and so on. So
it was all about getting depth of skills and leadership in businesses, so you
could go globally. So you go outside of Australia. That’s really what drove it.
It was a growth model.

Sharing Knowledge and Innovation
SKM needed to be better at sharing knowledge and innovation in order to use its
resources widely, and it needed to cooperate more effectively across the
geographies in order to increase efficiency. They wanted to be able to access the
best skills from anywhere across the firm. That was certainly another reason for
choosing to shift to a matrix structure.

PD, Managing Director and Chief Executive Officer of Group since 1996
commented:
The reasons for transitioning were very simple to me. I felt that we were not
working across geographic regions very effectively [the way that] I’d seen a
number of other organizations do successfully. My main objective was to get
collaboration and cooperation between our geographies.

PL, Chief Operating Officer – ANZ who joined SKM in 1990 as a senior
executive engineer said:
Given that one of our sorts of underlying drivers is the catchphrase ‘worlds
leading skills through local operations’, we were not able – we weren’t
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accessing those skills as readily as we would like. So we took the decision to
move across to the primary reporting line being the business units, rather
than the regions, but to retain the regional structure because of that local
element in the service.

AC, Manager Power and Industry NSW commented:
We’re an organization that – certainly compared with all the ones that I’ve
ever had anything to do with – are much more open in the way we share
information and share our knowledge and share our experiences with each
other, which is fantastic. I think the matrix helps that, rather than hinders it,
if you know what I mean. So it’s just another way of facilitating good crossfertilisation of knowledge and skills, rather than in one direction, which is
geographic. It cuts across now, from a business focus.

BK who was CFO/ Finance Director Finance Director and Company Secretary for
26 years in the company commented:
So why did we move onto a matrix structure? It says out there we were
moving towards business units. In a business unit, if you want to share
resources, you have to move onto a global business unit lines. What that
means is that, if you have somebody – or if you’re working on a client project
and you want to get the best people, you must be able to get them from
anywhere across the firm.

Problems with Regional Structure
Problems with the regional structure that emerged had themes such as silo
mentality, low utilisation, limitations to deliver bigger projects and too much
focus on locality. The decision to move away from a strict regional structure to a
matrix was definitely to overcome the silo problem. It was difficult to get people
from the various regions to be available to staff projects in other than their home
region. There was recognition by senior managers that the regional structure was
causing people to operate in silos. They tended to work within their own region
and not cooperate across the rest of the business.
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RA Program Manager, Malaysia who joined SKM in 2003 after the transition
said:
It was the senior management to remove the silo mentality, and to look at
sharing resources between cities and states, to get more leverage for larger
projects. Because the restriction on the projects, because a limit was based
on the number of resources we had in a city, rather than the number of
resources we had for that skill overall. So we were being limited on the
projects we could do. And there were skills that we were not using because
we were focused on locality, rather than by discipline.

AC, Manager Power and Industry NSW commented:
But it was definitely recognise that we had silos that were getting in the way
of good cross-fertilisation of skills. So ‘best use of resources’, ‘best sharing of
information’, ‘best for project’ is a term that we use quite a lot. I think the
decision to move away from a strict regional structure to a matrix was to
definitely overcome the silo problem. But also to get a bit more market sector
focus into our business.

DR, Building and Property Manager, commented:
My understanding was that, prior to the restructure; we were essentially
managed as regions. They, in fact, used to be called branches. So ‘in the New
South Wales branch’... That was creating a lot of silo mentality. So [we were]
not sharing resources with other regions.

RW, General Manager Marketing who joined SKM in 1987 as principle
commented:
As you know, prior to that, we were organized in regional silos. It proved
difficult to get people from the various regions to be made available to staff
up projects in other than their home region.

PL, Chief Operating Officer, ANZ commented:
The decision was really to – I guess it was driven by two things. One was a
recognition that the regional structure that we had previously was causing
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people to operate in silos. So they tended to work within their own region and
not cooperate across the rest of the business.

Limitation of Projects
Interestingly, the silo mentality was creating a lot of other problems, such as low
utilisation, limitation on delivery of projects by not getting enough resources
when they needed them, and also too much focus on locality. Because of the
restriction on the projects, the number of resources they had in a city was limited,
rather than the firm being able to access the overall number of resources they had
for that skill. Therefore SKM was being limited in the projects it had the
capability to execute. The matrix structure was seen as a viable solution, so SKM
senior managers took the decision to move across to the primary reporting line,
being the business units, rather than the regions. But the regional structure was
retained because of the perceived need for a local element in the service.

AC, Manager Power and Industry NSW commented:
At around the 2000 mark, I think it became quite obvious that we weren’t
utilising the best skills in the company, across the geographic boundaries that
we have. So for example, here in Sydney, we might have had a few hundred
people. In Queensland, we might have had a few hundred people as well.
When we were trying to do a project, we very rarely used the best talent
we’ve got, across those geographic boundaries. So there was a silo sort of
mentality and – it’s a common term, of course, when you talk about
organizations.

RA, Program Manager, Malaysia, who joined SKM in 2003 after the transition,
said:
And there were skills that we were not using because we were focused on
locality, rather than by discipline.

The least mentioned teams, in terms of the coding of the data, were those that
were dedicated to attracting and retaining the leaders of business, delivering
projects irrespective of geography, and developing more sustainable business.
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SKM senior managers thought they had a better chance of attracting and retaining
the leaders of business with a matrix structure. They could have the right people
on the project, rather than the available people, thus providing a better and more
varied career path for SKM’s staff as a part of SKM’s growth strategy. Delivering
projects for SKM clients, irrespective of geography, was one of the main drivers
in moving to a matrix structure.

Desire for a More Sustainable Business
Another less mentioned but also important theme was the desire to have a more
sustainable business. SKM needed a better coordination of client service that
would allow SKM to cooperate more effectively.

BK, who was CFO/ Finance Director Finance Director and Company Secretary
for 26 years in the company, commented:
So it actually has helped in also developing projects. So for example, we’re
looking at sustainability at the moment. We’re now looking at sustainability
in every business unit. We’re saying somebody will take charge of
sustainability in the water environmental group and, therefore, people will
work in one group. They will work centrally for the whole of the SKM world.
So it’s developing that skill and product at a central level.

GB who joined the Sydney office as Regional Manager, New South Wales in July
2007 commented:
Sustainability has got to be a classic. A lot of clients out there have
sustainability high on their agenda. So what have we? What’s our response
been? Well it’s actually been quite good, I think. Bruce Abernathy’s been
taking offline. [Mick Clement] and a whole lot of others. Beavering away at
producing a sustainability or a set of sustainability products in the company.
So we are better placed to meet the needs of clients.

These themes that have emerged in terms of the reasons for moving from a
traditional to a matrix structure are summarised in Table 5.1.
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Table 5.1: Reasons Given for SKM Moving to a Matrix Structure
% (Number of staff)
42% (11)

Emerged theme


internationalisation of the business and the nature of
competitive threats from other major international
companies

38% (10)



organic growth of company both numerically and
geographically

34% (9)



Requirements from the client to be able to get best skills
from anywhere across the firm and better respond to the
market needs for different type of services

34% (9)



SKM’s growth strategy to become a global organization and
necessity to be better at sharing knowledge and innovating.

19% (5)



Problems with the current regional based structure:
o silo mentality
o low utilisation of best skills
o limitation to deliver bigger projects
o too much focus on locality

19% (5)



Attracting and retaining the leaders of business; delivering
projects irrespective of geography; and more sustainable
business

5.2.1.1 Who were the main people involved in the decision?
The decision to move from a traditional structure to a matrix structure was driven
from the very top of the organization. Paul Dougas, Managing Director and Chief
Executive Officer of Group since 1996, and who was CEO during that whole
period, had a lot of responsibility for making that decision. In 2001, Paul Dougas
and his management team had an extensive discussion about SKM’s direction
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during a strategic planning session. The core decision that emerged was that of
moving from a traditional regional structure to one that was more aligned to
markets and clients. The strategy was to make SKMs management, the leadership
of the business, more focused to the sorts of clients they work for and the markets
they operate in, so that they could actually benefit from easier decision making
within a stream of people that were aligned – globally – to a group of clients or a
certain market, rather than a stream of people that lived in or belonged to a certain
region. The decision was a culmination of a many think-tanks and considerable
input from varied people but, ultimately, it was pushed by about 25 people in this
key strategy session. That strategic planning group had an external consultant who
had run their strategic planning for three or four years, and who thus knew the
firm quite well. He was an important part of the decision.

IT said:
So in ‘99, the decision was taken to go that way. I suppose by 2002, we then
started to really have a matrix structure. Every year, it’s become stronger in
that matrix approach. The decision makers, for that decision, were basically
driven by the CEO and with support from the board. That’s where it came
from.

AP said:
So there was a lot of discussion, certainly Paul Dougas, Mark Reid, and then
there was a structure, which Owen Stacey, I recall, came up with, and they
called it the Stacey Diamond, I recall. That was deemed to be – well, that
made sense and so that’s really where the matrix structure was born almost.

…At the edges really, you know, sort of parting shots here and there but
really it was – it sort of made sense to me and the graphics people were
involved in showing how it would look. But Owen Stacey, I think…

5.2.2

Were you involved yourself?

In the last part of the first question the respondents were asked if they were
involved with the decision. 42.31% (11) of the 26 respondents stated that they
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were directly involved with the decision making in the restructuring of SKM.
15.38% (4) claimed that they were not directly involved, while 42.31 % (11)
stated that they were not part of the decision making process at all.

5.3

The transition to the matrix structure

The second phase of the interview focussed on the transition to the matrix
structure. The respondents were asked about the issues that had arisen for the
organization during the transition. Four main themes emerged from the responses
which were people, systems, reporting and communication issues.

5.3.1

The issues during the transition?

Selecting the Right People
The people issue, expressed by 81% (21) of the interviewees, was the most
commonly mentioned. Transition to the new structure has affected some people
more than others. This issue has been looked at in terms of two levels, the senior
management and the workers level.

The most significant change was at the senior management level because, with the
new structure, authority was taken away from the regional manager and given to
the general managers for each business unit. Eventually, the market sector became
the dominant component in the matrix. The regional structure became a secondary
element; subsequently the people affected most were the regional managers.

JB, Principal and Senior Project Manager, commented:
As it happened, at the time I was running the project management group in
New South Wales. We were based in a particular business unit. We were
doing work in New South Wales across all business units. That – and
changing to a business unit structure was a contributing factor to the demise
of that group. It is now demised. It is now – at one stage, we had 18 or 20
people. Now it’s about four.
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BU, Global Project Delivery Group Manager commented:
What were the issues? I think you always have the issue of people who are in
positions of – let’s call it power. That position of power is eroded. So people
who previously had a certain degree of influence or power, lost that
progressively. So there were some disenfranchised people, some of whom
swung around to the new structure. Some of whom didn’t. So I think that’s a
key issue.

There was a significant readjustment by a number of senior people in respect of
what their roles were to be. The regional managers were the individuals mainly
affected as they had very little responsibility in the new organizational structure;
certainly it was diminished from the previous structure. The regional manager’s
role became less important as SKM moved to the business unit structure. They
became nothing much more than a clerk. So, not surprisingly, there was some
concern for regional managers, thinking that they were being left out.

MR, Resources GM commented:
Probably for me, the biggest difficulty was the regional managers feeling
disenfranchised. They had been kings before. They were no longer kings.
They were more the – well, they were more the sort of the service group to the
businesses. I suppose mainly through – if you take them one by one. We
appointed the best people to the general manager roles. So they, pretty much,
started leading the transition for their groups.

RW, General Manager Marketing commented:
The one thing that was difficult was more around the regional management
role. It’s creating – so it was awkward or difficult for the regional managers
who had been the most – they were the kings of the castle. They were seen as
the leaders of the business. So their role became less important as we moved
to the business unit structure
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RT, Asia Infrastructure Mgr commented:
They’re quite significant differences because you’re taking power away from
the regional manager, giving power to the general managers for each
business unit. It took a number of years to successfully achieve that. You
might argue, even now, we’re not 100 per cent successful. I think it was
implemented reasonably well. I think that it was communicated quite well. It
wasn’t expected it would be easy and it wasn’t easy.

TP, General Manager Infrastructure commented:
Some of the difficulties were built around the fact that authority, I suppose,
was being diminished from a regional manager’s point of view and enhanced
from a general manager’s point of view. So obviously there were people in
regional management roles that had a change of focus in their role. General
Managers, obviously then, took the stronger line accountability in the matrix
structure.

So the matrix structure’s not an even accountability line. There’s slightly
stronger emphasis on the general manager line. So that was always going to
be a bit of a challenge. How did we deal with that challenge, which was
inevitable? I think quite well, in that it was a very transitioned and structured
process. So we introduced general managers and business units into the
business with the regional management leadership structure still in place.

So the strong axis was still the regional managers, as it always had been.
Then we took – I can’t quite remember how long now. It was two to three
years – to actually shift the strength of reporting from regional managers
across to general managers. So it was a very structured phasing process of
the change. What that did was give people a great opportunity to get used to
the idea. There was a lot of communication, particularly driven by Mark
Reid, as the main implementer of the change, to the whole of the business. But
obviously for those affected parties.

92

Then, we took the opportunity to relook at all of those management positions,
both on the regional manager and general manager roles, before we changed
the axis of reporting to general managers. Some – that meant some new
regional managers, who weren’t necessarily thinking the way that regional
managers of the past had thought – and we had some new general managers.

There were a couple of roles that were very unclear. As a result there was some
uncertainty about the roles and responsibilities for the business unit way of
working. For example, the regional manager role was initially, when the firm was
set up, the very important role of reporting to the CEO. After the transition the
regional manager was reporting to the general manager, which was challenging
for what had been seen as senior people in the business. Furthermore senior
people were simply told that, in each regional or each operating centre, there
would be a certain amount of business reported to each business unit by job type;
not by people. So the business unit did not have any ownership of people. In some
cases inappropriate people, or people who weren’t comfortable in the role, were
put into roles.

GR commented:
It probably took about two years to shake all of that out. So people – a
number of people, who were the original business unit managers, wanted to
move from there. They didn’t want to stay in that role. So that was the main
change, impact.

The general manager role seemed to be quite diminished for a number of years
during the transition. Operationally, in the new structure the most senior role was
the business unit GM. In the transition there was a bit of discomfort with the
general managers stepping in to take over what had been the regional managers’
reporting responsibilities. However, this new role gained traction and the GMs
became well established in their roles through the years.

There was no great deal of difference at the workers’ level. As SKM become more
global and was attracting higher calibre people, this also created some stress and
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strains within the existing organization structure. People who were now involved
in a larger enterprise and with different sets of experiences were joining SKM and
a re-jigging of people’s roles in the current structure was seen. Long-term
employees were sceptical about the advantages of moving to a matrix structure.
As SKM was growing rapidly there were many new people in the company and
numerous people, who had been with the company for a long time, were
uncomfortable with this growth.

Many people were reluctant to change, for a variety of reasons. Some of those
reasons were related to a feeling of uncertainty about the future. Although the
company was going well, it wasn’t seen that SKM had a big problem to deal with.
Therefore one of the issues was to actually persuade a wider group that this
change was actually needed. Many people were unsure about what the change
would mean to them as an individual.

GR, Project Director Fields of Special Competence, who was with SKM for 23
years, commented:
I forgot to mention – yes. Shall we say the workers? You could say the
workers are almost unaffected by it. But also, they are affected, because it
creates uncertainty for them. Uncertainty is deadly in an organization. So I
think there was a lot of uncertainty for a while.

TB, Chief Operating Officer commented:
….uncertain about the future, uncertain what that would mean for me as an
individual and not too sure whether this was the right decision for the
business or not.

Some people mentioned that they were not really affected by the matrix in any
specific way from the point of view of changing the way that they did business.
Particularly, in the mobiles area, they had to keep running with an existing
structure, since the new structure did not change the fundamentals of how they
were working: parochialism was attached to this continuity. People in the district
offices were used to working for smaller organizations in close proximity to their
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office. From that perspective, when SKM went to the larger business unit and
started to focus on more major clients within these business sectors, there was
even opposition as people thought they were moving away from their historical
clients. Some regions still continued to run their business very much with a silo
approach.

JR, Project Director commented:
And even now a number of years later, the ops centres are really still
struggling with that silo approach. So that on the surface they talk about the
matrix structure and the way it works and so on. Even though we’ve had a
matrix structure in place. So it’s interesting, we’ve got at one level at the
senior management level, a perception that this matrix is something that
produces a useful result. But then when you get down to the individual project
levels you find that it’s very, very much you know, every ops centre sort of by
itself and for itself without sort of really necessary crossing over and
recognising the bigger picture.

On the other hand, for most people the matrix structure was an advantage as they
were able to acquire some experience in new roles in the new structure.

Reporting
The second most mentioned theme, expressed by 35% (9) of the interviewees, was
the reporting issue. When SKM made the change, they were not fully able to
report; there was a gap in reporting as the old structure overlapped its practices
into the new design. Reporting systems were a key laggard in this respect.
Therefore, reporting was another theme that emerged as an issue throughout the
transition. Reporting was related both to people issues and systems issues. During
the transition one of the biggest challenges that emerged was understanding the
new reporting lines. While the operation centre managers’ role in the office stayed
the same, there was a fundamental change in the reporting of that operation centre
as it shifted from primarily a regional to a business unit. There were some areas
where, because of the previous structure, teams of people remained in one
business unit that did not appear to make any sense. Thus, the transition team
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reviewed all of these management positions, both the regional manager and
general manager roles, before they changed the axis of reporting to general
managers. However, the strong axis was still the regional managers, as it always
had been. There wasn’t a strong commitment to the new structure right across the
business. While the CEO wanted to create these business units, the power
relations remained as they had been as all the budgets and all the profitability was
still reported from the regional units.

MR, Resources GM commented;
…so when we started, we didn’t have good reporting systems to be able to
show how effective the business units were. We didn’t have good profitability
models, budgets, because we were still organized on a regional basis. So the
whole transition took a long time.

The new structure did not provide an equal accountability line for regional and
general managers. There was a slightly stronger emphasis on the general manager
line of accountability. It took two to three years to shift the strength of reporting
from regional across to general managers.

GB commented:
So we started, on the first change, reporting financials by business unit. So
for the first year, two years, we really didn’t do that in any meaningful way.
So the old accountabilities, the geographical ones, held strong. Eventually
we’d got the systems reporting. Now, people will generally look – well, they
can look at both axises [sic], but they’ll generally look at the business unit
axis.

We are doing the same thing now in relationship client management. Where
we’ve at least found ways of measuring financial and other performance of
clients. Is it the main currency of information here at the moment? I’d say no.
But we’ve only had it for a month. So there’s a thing called the balanced
scorecard. So the senior people like I view our organization by looking at
those reports and acting on them and asking others to act on them.
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Communication
The third most commonly mentioned theme, expressed by 35% (9) of the
interviewees, was the communication issue. There was quite a prolonged period
where communication of the implications of the shift to a matrix structure within
the organization had to be managed. To achieve the objectives of the transition,
the people who were involved with the transition needed to communicate well.
They embarked on quite a major communications exercise by trying to match
content and audience, which helped to smooth the transition.

AP, who was significantly involved in the transition in terms of communicating
the movement to the new structure, commented:
We decided that really the way to try to get people enthused about it was to
have a goal or a target that we aimed at and we called it T Day, transition
day. So we had newspaper headline type things: T Day is coming, to try to get
people to – and we had them up in every office around the country, around
the world.

Thus, there was actually a reasonable level of communication. Being able to
communicate with the regional managers and the op centre managers, with the
business, the global market stream, the reasoning for the whole transition process
was communicated in an attempt to penetrate down to every level in the
organization.

GB, Regional Manager commented:
I would say, people take time to adapt and there needs to be some consistency
of communication and message. It needs to be told more than once, in more
than one way, in more than one context and consistently for a good period of
time. Where a good period of time could even be years. But it’s certainly six
months.

Does it become the currency of our discussions with client managers and op
centre managers? The answer is no. Don’t think we’ve done enough there.
But I do think we’ve been much better at our more general communication to
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people. Charts on the wall. Lots of emails. Reorientation of intranet. All those
sorts of things. I would say not bad. Although I’d say we’re still worried that
we’re still not making the ground that we expected to do.

However, there was a lot of excitement coming from working globally around the
world. Different time zones, different languages, different working styles,
different cultures and mindsets were actually a big difficulty in communication
and it was a bigger issue than people realised. A lot of the team sitting off-shore
were feeling that they were being managed or controlled by this Australian group.
Face-to-face communication appeared important at the time, which meant a lot of
travel. Subsequently senior executives involved in the business and the global
lines were constantly travelling to see people.

IT, Global BDM Buildings & Property commented:
For senior people to spend more than 50 per cent of their time travelling. One
year I worked out I flew – I was in the air for 720 hours, which was – it’s a
month. A solid month of travel. Now obviously a lot of that is at night or
weekends and it’s not sort of 720 hours out of the working week – or working
year of 2080. But it’s a substantial time in the air. It’s very tiring. I think
that’s a real issue, particularly as the organization gets more global. If it
retains its senior executive or its management face here in Australia. Because
Australia’s a long way away from anywhere.

Systems
The least mentioned theme, expressed by 23% (6) of the interviewees, was the
systems issue, probably one of the more difficult ones, because all of SKM’s
enterprise management systems were set up based on regional reporting and were
Australian-centric. For example, the currency symbol used in the financial
systems was still a dollar in London, even though the currency they were
reporting in was the local currency of a pound. Subsequently there was a need for
broader based systems to operate the new structure which required quite a bit of
modification to enable reporting across both parts of the matrix. However, the
information systems were not easy to change. These systems were enmeshed in
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the organization in a very complicated way. Hence they were slow to change and
were taking time to reorient. Therefore it took some time before all of those
reports were available.

MR, Resources GM commented;
Getting the financial systems working properly. Getting reporting working.
Getting data warehouses and things going. So we’d have some information
we can manage business by. I was personally very worried that we do a
transition and we’d be in a black hole. We’d have no information to manage
business by, which could be quite dangerous. As it turned out, that wasn’t the
case. We managed to get our systems up and running in time.

Table 5.2: Issues during Transition
Number (%) of Staff
81%(21)
35% (9)
35% (9)
23% (6)

Emergent Theme





selecting the right people
reporting
communication
systems

The second part of the question was about respondents’ experience during the
transition.

5.3.2

How were any difficulties overcome?

During the transition there were some difficult issues, such as people, systems,
reporting and communication, that needed to be dealt with, requiring extra time
and money. It took two to three years to actually shift the strength of reporting
from regional managers across to general managers. Furthermore people still
responded in their traditional structure for a long time afterwards. Subsequently it
was a very structured phasing process of the change. Further clarification and
refining of role descriptions was required to deal with the people issue. It was
decided to monitor and support the relationship between OCMs, GMs and RMs,
thus a continuous dialogue between the GMs and RMs was provided. By selecting
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the right people and appointing them into the general manager roles, the people
issue was managed and SKM started leading the transition for their groups.

PD commented;
So it was something we did not choose to rush. We had a plan for two years,
transition. Now that was deliberate because we did not want to accept a wellperforming business. So change was slow because we felt that people should
come along with it. In fact, it took longer than two years. I think it took closer
to three years before we felt that we had made the transition.

The second important issue was reporting. The general managers struggled in the
first three years, from 1999 to 2002 – they didn’t have people that directly
reported to them, they didn’t have direct responsibilities; it was more that they coopted people. Therefore the first three years were a real struggle. KPIs were put in
place to measure results.

The third issue was communication which was continuously revisited and
enforced across the business units and the regions. A further post-implementation
review was conducted at the end of the year to quantify results.

The last issue was regarding the systems, including PRS and Data Warehouse,
were required to be simplified and put into the global perspective. KPIs were
again revised to suit the requirements of the new organizational structure. As a
result of this, for the first year to two years, SKM did not do systems reporting in
any meaningful way. Therefore the old accountabilities, the geographical ones,
held strong, until eventually the systems reporting began working well.

5.3.3

Recommendations for a smooth transition.

Interestingly all the respondents indicated that the change was needed and it was
managed quite well.

MR commented:
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I’d have to say that I think the transition was spectacularly successful, as a
whole. I think we did a survey afterwards and people were quite
complimentary of the way it all went.

AC commented:
But I’ve not heard any significant stories about their being a problem in that
transition. I’ve heard lots of people say it was the best thing we ever did. It’s
been easier to work this, since we’ve done this - those sorts of comments.

AP commented:
It was a smooth transition, as all transitions go. I think it was very seamless.

However they also commented that the implementation could have been done
better. They suggested that more face-to-face communication would have helped
to achieve a smoother transition. They also believed that there should have been
more training and workshops for the senior management team in the change. In
addition, the benefits of the new structure and the process could have been
explained more in detail to all staff, particularly in the district offices.

JR commented:
So we could have certainly sold the benefits of the structure a lot more and
put in more effort to education of staff, to make them feel more comfortable
and had more of a proper – had more of a managed change management
process. So that we have a whole lot of things on the intranet about it. We
have an opportunity for people to ask questions and a feedback process for
how that’s going to happen.

DR commented:
At the sort of grass roots level, not a great deal of difference. The way that we
do our business didn’t change a whole lot for the guys. But the guys starting
to – who were driving the process and also the key stakeholders needed a lot
more information and a lot more training on the matrix structure.
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TP commented:
So one thing that we could probably do better is to just look at the intensity of
communication with those people that, to a large degree, there wasn’t a huge
impact on the way they operated in the business. That would be one piece of
feedback. But other than that, I think it was fairly well handled.

MR, who was the transition manager, commented:
What would I do differently? I would spend more time focusing on particular
individuals that were disenfranchised. I’d spend a little more time making
sure the systems worked more effectively. I would probably engage our CEO
more as the leader of the transition. I felt, at times, that he was happy to sit
back. It was a compliment, on one level, to sit back and allow me to do it. But
on the other level, it was – maybe, with the benefit of hindsight, to have him
more front and centre, more often, might have made things a bit easier. But
all those are very relatively minor.

I think there was a feeling that the knowledge management didn’t work. It
wasn’t that it didn’t work. It just we didn’t see a significant change in the
sharing of technical knowledge that we’d hoped for. That wasn’t so much a
problem with the transition, as much as, as a company, we weren’t properly
set up to share knowledge as effectively as we wanted. But all the same, that’s
something we could have done better. We could have probably got wires
network running earlier and a knowledge manager appointed earlier and
things like that. Which would have helped?

I had a fear that we weren’t – there was a bit of concern as to who was
actually directing who. The regional managers had been the king for a while.
The general managers were coming in softly, softly. The regional managers
were retreating. But they left a bit of a gap. So I think that would probably be
worth looking at a bit more closely.

The change management team investigated other companies such as Price
Waterhouse Coopers and Accenture and a couple of SKM’s competitors,
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particularly those in the professional services business, to see how they rant their
business using account managers, client managers and business stream clusters.
Then they settled on what model and reporting structure fitted with SKM. They
then went through the process of developing communication plans and reporting
financials by business unit, given that this is what people generally look at. What
this did was give people a great opportunity to get used to the idea of change.

5.3.4

SKM’s change model

The CEO and his management team had time for a great deal of preparation once
the decision to move to matrix had been accepted by SKM’s board members.
Mark Read, who was at the time chief operating officer of the company, was seen
to be the right person to do the transition, so Paul Dougas asked him if he could be
the project manager for the transition. Then a Strategy 3 Transition to business
unit - Steering Committee (S3TBU - SC) was formed and the whole transition
process was led by Mark Read. A working group was also formed which spent a
lot of time developing role descriptions for people, not just regional managers, but
everybody, to try and define their roles and make them comfortable and
accountable in these.

They did a lot of research and consulted all of their operations in a very detailed
manner. They talked to some of the other professional groups, such as the Price
Waterhouse Coopers, who had gone through a similar process, more to draw on
their learning and their experience rather than to copy their model. They set up
their change process program and understood that they were moving from one
model to the other. SKM had a change program that was implemented although
there wasn’t a particular change model but, as they went through the process of
going from the local model to the global market stream they worked out the issues
that had to be changed. There was a realisation that consulting concerned people
and local contacts so that something like the adoption of a GE model would not
work, because about it was essentially a manufacturing model. Being an
engineering organization, SKM engineered the change process and implemented it
their way. There was no particular or specific change model that they used;
however, a six stage communication strategy was put in place (Read, 2002; AGM
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presentation). The first two stages were aimed at providing an overall view of the
transition process. Stages three and four provided more information about the
details of the transition process, the new roles and responsibilities, and the
systems that they were putting in place to make the planned changes happen.

Stage five involved communicating ongoing developments and progress and
obtaining further feedback on these processes from staff, in a stage planned by SC
in such a way as to try to get people enthused about the transition. They had a goal
or a target which they aimed at that they called ‘T Day’, ‘Transition Day’.

A

newspaper headline about the transition saying ‘T Day is coming’ was put up in
every office around the country around the world to try to get people excited.

Mark Read communicated regularly and on T-Day they had morning tea for the
Op centre managers to explain what the change was all about. They had a
‘frequently asked questions’ site on SKM’s intranet so people could go and read
about the changes if they wanted to, to see how the structure worked. The major
issues to overcome were: what was happening with operation centre managers,
what was happening with regional managers, and the role of the new general
managers who they had brought in with the new structure.

S3TBU Stage six involved very close post-implementation performance
monitoring of the business. To measure performance against objectives SKM
conducted surveys and gathered data on work won as a result of the new structure.
They also gathered data on those global clients that had joined the MCP following
the transition. To assess operational effectiveness they undertook interviews with
the senior executives. The findings of the survey and interviews indicated that
staff and management were very supportive of the business unit structure and of
the results achieved.

They had a short-term dip in profitability and it is hard to say whether this was
just a quirk of the market at the time or a quirk of the transition, but they
monitored this situation closely and managed it, which took some time, but it did
focus energies on the possible performance consequences of the transition.
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5.4

Evaluation of the present matrix structure – advantages and

disadvantages
The third section of the interview was about the evaluation of the present matrix
structure – its advantages and disadvantages.

5.4.1

Evaluation of the present matrix structure?

The question was raised: Do you think that the new structure was beneficial for
the organization’s performance? In what terms would you evaluate the level of
success? All the respondents agreed that the new structure was beneficial for the
organization’s performance. A majority of respondents, 54% (14), considered that
the new structure was extremely beneficial, and 38% (10) of the interviewees
considered that the new structure was at least moderately beneficial. Only two of
the interviewees indicated that the new structure was not working in the new
places and areas that were developing as a result of the transition. However, they
also agreed that, overall, it was beneficial to the organization.

The emergent themes in evaluating success were: the growth of organization both
financially and in the number of employees; being more profitable; attracting
more highly skilled individuals around the globe; winning larger and more
complex projects, and delivering those projects with great client satisfaction.

Organization Growth and Profitability
The growth of the organization was mentioned by 31% (8) of interviewees. After
the transition SKM grew significantly and is still continuing to grow. Whether
that growth is market-driven or a result of the process is difficult to measure;
however, as the economy has grown, SKM has been well placed to take
advantage. SKM grew a business based on south-east Australian clients, such as
State Roads and State Rail rather than growing a truly client-driven business
across the world. As SKM has grown, SKM’s profitability has also increased as a
result of being a more efficient organization, something that was mentioned by
26% (7) of interviewees. The primary reason for this was that SKM had started to
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work for bigger clients, due to the fact that its proposal workload reduced
significantly.

BK CFO commented:
It is [that] we are a lot more profitable. We’ve grown the firm substantially.
We made it our target to reduce the number of our clients. Which may sound
silly? But that is what we said. We wanted to work for less [sic] clients, but
we wanted to work for bigger clients. We wanted to get – one of the measures
we use is how much of repeat work do you get? So that do you have to go and
look for work and put proposals in?

Our proposal workload – or our proposal percentage used to be about nine
per cent. Nine per cent of the total amount of time used to be in proposals.
Now it is about done to four. So all the difference between four and nine per
cent is purely profit for us. So it is very successful. Yes.

Getting the Best People
Another theme mentioned by 12% (3) of the interviewees was being able to get
the best people around the globe and putting those people onto the most important
jobs.

GL commented:
I can actually operate internationally more easily. So I think we’ve attracted
and retained and empowered some really key staff. I think that’s contributed
to our financial success. So I think – very hard to say which part of our
financial success is due to what. But I think there’s components of revenue,
components of client satisfaction, components of people engagement and
components of profit that are very relevant and very much an outcome of this
decision.

RN commented:
So…a good indicator [is] seeing that you have project teams formed from
different areas of the company, rather than just one geographic location.
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Then you know it is working. We’re getting – we’re really shifting work to
where the people are and we’re also getting the best skills focused on – the
best skills brought to solving the problem.

Winning Larger and More Complex Projects
Furthermore, winning larger and more complex projects and delivering those
projects with great client satisfaction was another theme expressed by 12% (3) of
the interviewees. SKM was able to work on some very large projects that required
engaging many highly skilled resources in every discipline around the globe.
Consequently SKM’s business strengthened in the market place.

IT commented;
How do we evaluate that? I think the evaluation is the fact that we’re doing
bigger projects. So we are looking at larger projects. To be able to do larger
projects, you need to be able to engage the total strength of your business.
Previously, we would have struggled to do that. I think we’ve also, in a
couple of fields, actually now have an international reputation in certain
market sectors, which we would not have been able to achieve from a local
based management structure. We do certainly look at resourcing and input on
a market perspective, rather than a local perspective.

TB commented:
I think that’s one side of success. We are working on some very large projects
at the moment and also we are seeing more and more than we are moving
people from one geography to another to work on these larger and more
complex projects. Therefore, seeing some real tangible evidence of a best for
project approach.
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Table 5.3: Evaluation Level of Success
% (Number) of Staff
31% (8)
26% (7)
12% (3)
12% (3)

5.4.2

Emergent Theme





growth of organization
increase SKM’s profitability
attracting best people around the globe
winning larger and more complex projects

The main advantages of a matrix structure for SKM

The research was intended to investigate the strengths and weaknesses of these
matrix structures for subsequent organizational performance. In order to explore
this research objective the question was raised: Overall, what do you think were
the main advantages of a matrix structure for this organization? Also what are the
opinions of others in the organization? The themes that emerged here also
paralleled those in the evaluation of the present matrix structure, as presented in
section 4.2.3.1 above. These themes were: the growth of organization, both
financially and in the number of employees; being more profitable; attracting
more highly skilled individuals around the globe; winning larger and more
complex projects, and delivering those projects with great client satisfaction.
Furthermore better client focus by separation between market strategy and
operations, flexible sharing of human resources across products, better
opportunities for functional and product skill development, better mechanism for
dealing with multiple sources of authority in the organization by providing clear
roles and responsibilities, better cooperation between business units, collective
decision making, better access to the organizational knowledge, improved
leadership style, improved processes and systems, and improved organizational
culture emerged as themes mentioned as advantages of the matrix structure.

Flexible Sharing of Human Resources
The most commonly mentioned theme, expressed by 73% (19) of the
interviewees, was the flexible sharing of human resources across products. There
has been a greater sharing of resources since the matrix structure’s come in which
was driven by General Managers. As SKM become much larger, it became more
possible to have all of the resources that were required for running the projects.
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Therefore SKM were able to look at and better utilise resources across various
regions to work on large scale projects. With the previous structure it was difficult
to get the various regions to cooperate together on one project.

DR commented:
It allows flexible sharing of resources within buildings and property. Because
we’re not – because people don’t have their regional hats on.

GR commented:
Well there were many advantages. Sharing of resources is, to me, [is] the
pre-eminent one. [There is] a much better communication around the
organization because of that sharing of resources and workload. It’s meant, I
think, more promotion and career opportunities for individuals.

BK Commented:
So that is the sharing of the human resources, a key element, which in turn
enables us to deliver projects.

AC commented
So the advantages are the ones I mentioned before about best project, able to
get the best resources, no matter where they are globally. Better sharing of
information across geographic boundaries. All those sort of things.
Minimising silos. Making sure we get the best technical review of things. So
those sorts of things. So I think I’ve already mentioned most of those.

RA commented:
It absolutely applies, yes, to SKM. Sharing of resources is seen because, for
example, the business unit managers go across the regions, the strategies that
are developed within the business units are adopted by the regions, the
marketing strategies, the support of the global marketing unit go across the
strategies, so there’s good utilisation of resources across the regions. So, yes,
it does enable a more flexible sharing of human resources. Even our human
resources department go across regions.
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A Better Mechanism for Dealing with Multiple Sources of Authority
The second most commonly mentioned theme, expressed by 62% (16) of the
interviewees, was having a better mechanism for dealing with multiple sources of
authority in the organization by providing clear roles and responsibilities. In a
matrix structure each of the areas has a leader. In that respect lines of management
or authority were made clearer in the new structure; it was important that the
matrix made it very clear who was responsible for what. Thus the business unit
leaders were given prime responsibility for running the business. Consequently
the regional managers and the op centre managers were given a secondary
responsibility, such as small local jobs that involved in providing a lot of the
ongoing administration support or for providing opportunities for people
development.

PD commented.
…so the matrix cannot be unclear. You cannot have two bosses equally
responsible for the same thing. So what we made sure [of] is that there was a
very clear delineation on who has responsibility for what issue. The business
unit general manager has total responsibility for running the business and
making the major decisions to hire people, to fire people and responsible for
the financial performance. So that’s quite clear.

So I think multiple sources of authority are only a problem if it’s not clear
who has primary, who has secondary. So that’s one thing that we made very
clear is there are some things that the regional managers are primarily
responsible for. Things such as being small job[s] that are at a local level.
[We are] also involved in providing for people development, for providing for
a lot of the ongoing administration support. So we don’t have multiple equal
sources of authority.

Conflict occurred between the matrix streams: functional people and operational
people shared an authority borderline whose demarcations were a bit ‘grey’ and
ambiguous in terms of who was providing leadership.
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Better Client Focus
The third most commonly mentioned theme, expressed by 53% (14) of the
interviewees, was being able to have a better client focus. By separating regions
and functions in operation, SKM became more attractive to global clients such as
BHP, Rio Tinto or Leighton Contractors. SKM had to amend the structure over
time to develop ‘relationship client managers’ and ‘key client managers’, because
the business unit general manager just couldn’t cope with such a widespread
group of people. Therefore, in order to handle this issue, SKM had section
managers and client managers who reported to the business unit manager. The
board’s strategy was to think globally but act locally through these relationship
client managers, to be achieved by these relationship client managers
understanding everything about the major clients and translating it into a local
service in a particular region. The client managers were given the task of winning
contracts from and delivering work for clients, even though they did not have
resources: thus, they had to be very good at working with the resource managers
or op centre managers and section managers.

MR Commented.
For example, the client manager has accountability for the client
relationship. Whereas the operations people and the project manager have
accountability for the project relationship. So they’re related, but they’re
different. So the client managers worry about client interface. The operations
person is worried about project interface. If you keep talking about those
different KPIs, you can drive a matrix, but with still accountability and
authority. Although at times it’s hard.

KB commented:
The regional folk axis is the delivery axis. So that is just super, super
fundamental. But equally, the region can’t provide that consolidated view of
the client. So that the client can come into one point in the organization and
get access to all the regions. So both axes are critical. I think that’s the
greatest benefit of it, of the structure.
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PL commented:
Under the structure that we had before, the focus would have been to just to
continue to provide the client with that service. Because of the matrix
structure, we’ve now got the business looking not just at it from a business
unit point of view, but through the regional part of the structure. Also looking
across the business units and looking for what are the services that might be
that that client is looking for, which are not available out of the water and
environment business unit and facilitating getting those services available.

TP commented:
I think we’ve still got more work to go on that journey. But we continue to
focus on it. I think we’re continuing to improve and, even in the last 12
months to two years, there’s been an increasing focus on getting clients in
this really busy time in the Australian New Zealand economies. Clients are
much more accepting of us providing resources into their projects out of
remote locations.

So there might be someone in Brisbane working on a project in Perth, or
someone in KL working on a project in London or New Zealand. So clients
are much more accepting of that. So we’ve had a – keep encouraging them,
persist with them down that journey. That didn’t come naturally at first. I
think the boom we find ourselves in at the moment has helped that a lot. What
we’ve got to be careful of is that we can sustain that, when the market slows
down a little bit. In that clients still believe the value of being able to tap into
the best resources, wherever they might be, around the globe within SKM.

Improved Leadership
The next most commonly mentioned theme, expressed by 50% (13) of the
interviewees, was improved leadership style and providing better opportunities for
functional and product skill development. The new matrix structure provided
greater opportunity for functional and practice leaders. SKM had practice leaders
who were also technology leaders in their field and whose skills were available to
the entire organization. They also had functional leads responsible for ensuring
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that the technology and the procedures were in place. As a result, there were
careers in each of those directions and there were, obviously, leaders of each of
these matrix streams. Furthermore, the leadership style of the business moved
away from being directive to influencing, achieved by introducing practice leaders
and communities of practice mechanisms; thus, practice leaders now had an
important role to play in functional and product skill development.

IT commented.
So it does say well if you’ve got a technical issue, you know to go to a
technical leader or a practice leader. If you’ve got a local management issue,
you go to your local management team and if it’s a market or global issue,
then you’ve got your global management. But that only works whilst you still
have a priority in those three management structures. It would seem to me
that they are still the business unit. The operation centre is the local
management and then the practice coming through.

Cooperation
The next most commonly mentioned themes, expressed by 34% (9) of the
interviewees, were better cooperation between business units, better access to
organizational knowledge, and collective decision making. The new structure
encouraged a greater level of communication and cooperation. The regional
managers and the general managers were now communicating with each other
about SKM’s client needs across the two parts of the matrix, a big change, as
previously individuals within senior management tended to hold knowledge about
what they were doing very close. Better cooperation between business units
helped senior management to get a clearer picture and understanding of what their
business was actually doing. A key part of achieving this focus was the ability of
sector leaders to make knowledge management and knowledge sharing happen
across the different disciplines, an important role. As a result more people started
to be involved in the decision making process; consequently the quality of the
decision making was enhanced.
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PL commented:
It does encourage cooperation. So what you’ve got: we’ve got a business unit
structure which is global. So your general managers of each of the business
units are looking at the global strategy and really looking at the bigger
issues. The other side of the matrix, in the regional side of the matrix, you’ve
got the regional managers who are really looking at what are the specific
issues within their region?

So with the regional managers and the general managers, across the two
parts of the matrix, talking to each other about here’s what our client needs
are locally. How can we service these? You do get that cooperation, both in
being able to draw on resources outside of the region and also across the
business units, if you like. So it means that you’re not just focusing on a
particular business unit within a region.

Improved Processes, Systems and Organizational Culture
The least mentioned themes, expressed by only 22% (6) of the interviewees, were
improved processes and systems, and improved organizational culture. As SKM
grown financially there was greater investment in the development of processes
and systems. In the previous structure the processes and the systems varied from
state to state, while in the new structure the senior managers put a lot of effort into
centralising all the processes and systems and bringing them together into one big
global structure with business unit lines. Equally SKM’s core values were
enhanced through the effective usage of improved systems. Based on a thorough
review with SKM’s shareholders and staff, the GMEC and SKM Board strongly
endorsed SKM’s ‘Shared Values’ which were: Teamwork and Collaboration;
Client Service Orientation; Openness, Integrity and No Game Playing;
Professional Excellence and Challenge; Social Responsibility, Safe Practices and
Environmental Sustainability; Controlled Risk Taking and Steady Wealth
Creation; Independent and Employee Owned. The values reflected were an
enduring reminder of the professionalism that the matrix structure encouraged
SKM people to behave in a cooperative manner to those values. Consequently
SKM was getting better at more exciting challenges for people who can focus on
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sort of adding value around the world, be it by travelling themselves or sharing
knowledge or imputing technically or managerially.

Table 5.4: The Main Advantages of a Matrix Structure for SKM
% (Number) of Staff
73% (19)



62% (16)



53% (14)
50% (13)
34% (9)









22% (6)

5.4.3

Emergent Theme
Flexible sharing of human resources across
products
Better mechanism for dealing with multiple
sources of authority
Being able to have a better client focus
Improved leadership style
Better cooperation between business units,
Better access to organizational knowledge,
and collective decision making
Improved processes and systems,
and improved organizational culture

The main disadvantages of a matrix structure for SKM

In order to explore the main disadvantages of a matrix structure for SKM the
question was raised: Overall what do think have been the main difficulties or
weaknesses in a having a matrix structure (or problems that need to be
overcome)? Also what are the opinions of others in the organization?

Complexity of Reporting
There were two common themes, expressed by 38% (10) of the interviewees: the
complexity of reporting and the interaction between business units. The
complexity of reporting has been expressed as one of the main difficulties of the
matrix structure. As an organization, SKM was relatively large and globally
spread; hence, SKM has offices all over the world. Inevitably, in some cases,
people have to report to a manager or leader in a different geographic location,
which was quite challenging as people were accustomed to having a manager with
whom they could communicate face to face.
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JB commented
Yeah. But certainly it means that, you know, within a particular region, there
is slightly more silo mentality. Because the people on this floor, for example,
are reporting to people in Brisbane and Melbourne. They’re not reporting
upstairs, within the building. So there is less cross-fertilisation within the
region. That is a disadvantage of the business unit scenario.

Business Unit Interaction
The other most commonly mentioned theme, expressed by 38% (10) of the
interviewees, was the interaction between business units, which was limited due
to a lack of cooperation and understanding between people because they were
focusing most of their attention within their business unit. Consequently that
created some elements of a silo mentality by the business unit that in the previous
structure had been similarly seen as the regional silo mentality.

BU commented:
So if you’re not working together. If you’re not having the right – if you have
a silo type approach. You know, those are the two key things, I think.
Probably different levels of maturity within or between various business units
are an issue. So you’re going to have one that might be moving ahead on a
global basis. Others that may not be at the same level of maturity. Then you
get a mismatch of views. You can then get one stifling the other.
TP commented;
Instead of having silos geographically, have we created some silo mentality
by business unit? To a degree, I think there is some of that. I don’t think it’s
anywhere near as strong as it was geographically. So it’s a net improvement.
But there can be some silo behaviour. So we have to be continually aware of
making sure we have this one SKM image aspiration.

Decision Making
The next commonly mentioned theme expressed by 15% (4) of the interviewees,
was decision making. The main difficulty was being able to move at a pace that
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was acceptable to the clients and be able to make decisions in an efficient and
effective way about project opportunities.

IT commented:
So that whilst there may be sitting here locally, you have a regional manager,
who you work with, and you have a business unit manager. So it’s perceived
at two bosses. At the end of the day, the ultimate decision maker is the
general manager. So it breaks down pretty quickly to understanding a
hierarchy of the matrix. So that tension, I think, deals with it.

RT commented:
The main difficulty is when you’re very busy and you don’t have enough
people, it’s how do you prioritise your resources? For example, if you’ve got
competing people, the best people are always competing and you can’t decide
where they go. Who has the final decision there? Which client? Does it go
back to the regional manager because he’s saying it’s really important for my
region [that] this person stays? But the general manager says ‘no, no. It’s
really important that he goes to Western Australia because we have a major
client with a major project’.

Competing Demands
15% (4) of the interviewees mentioned competing demands. The complexity of
the matrix structure manifested itself in inefficiency reflected as competing
demands on employees by their managers. Consequently, the overheads for these
business units were a bit higher, due to these competing demands. Another form
of competition was also seen over who had access to the best resources. The main
difficulty was in prioritising resources when they were scarce.

GB commented:
Look, I reckon the biggest one facing us now is that one we talked about
resourcing. If we can – the stronger this client axis gets and the keener the
accountabilities are expressed on client managers, there becomes a tension
and a competition for resources. So if I’m major client manager, I want the
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best resources on my job. I want them when I want them. I don’t want them
when I don’t want them.

Uncertainty
The least mentioned theme expressed by 8% (2) of the interviewees was
uncertainty. In the previous structure it was clear when the operation centres and
the regions had to do a task because no-one else was going to do it for them;
however, in the new structure they could be justified into thinking someone else
was doing the task when they were not.
BK commented:
So we made that clear. The regional manager role is still a bit uncertain. But
we think the regional manager now should look after the clients, local clients,
that’s the regional clients and the people. Help look after the people. But the
responsibility. They have no profit responsibility any more.

Utilisation of Resources
Another theme expressed by only one interviewee was the utilisation of resources.
Some people were less efficient due to some of the disadvantages of the new
structure, as discussed in detail earlier.

AC commented.
People who are used to more conventional structures and single reporting
lines and all that sort of stuff and face to face is the predominate
communication tool, would probably find it quite challenging here. That
probably means that we will have some people who are less efficient in that
structure because of that. They might still be very good at what they do. But
they won’t be able to make the best use of what’s around them. Nor will the
organization be able to tap into their experience and knowledge as well as we
could.

With the intention of finding the extent of the complexity of reporting the
question was asked: Do you think that reporting was a problem in SKM in your
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own experience? Do you think it was an issue for others in the organization? Was
it an issue for others in the organization? Forty-six per cent (12) of the 26
respondents agreed that reporting was an issue in SKM. In the previous structure
the reporting lines were quite clear, whereas in the matrix structure there was a
subtle conflict of responsibility and.

BK Commented
Yeah. It was a problem because it wasn’t clear as to who was the boss. So
you can only have one boss. So when you have two bosses, you don’t know
who to work for and you know how you develop it. So I think the writers
actually very correct in that. So we had to sort that out. Because the regional
manager felt that he or she was the boss. Then the general manager felt that
they could not run it that way, across the world, if they didn’t have full
responsibility.

GL Commented
I think it was a problem. I think, in the initial phases, we weren’t having
enough of those conversations. There’s no doubt there was feedback that I’ve
got two bosses and they’re either both telling me the same thing and so
they’re taking up more time telling me the same thing or in fact they might be
telling me different things. So that was a problem.

RW Commented:
It is a problem in SKM. But it’s not a major problem. So this is the question
of particularly the op centre managers having primary responsibility to a
general manager, business unit general manager, and a secondary
responsibility to a regional manager. The problems occur really only when
there’s lack of clear understanding of – you know – what exactly they are
accountable for to one boss and for what other things are they accountable
for to the other.

Fifteen per cent (4) claimed that the lack of clarity in reporting was an issue for
them, while 12% (3) stated that it was an issue for others in the organization. 8%
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(2) of the 26 respondents commented that this was a minor issue; furthermore,
according one interviewee, exposing different viewpoints generated a range of
useful discussions.

RW Commented:
It is a problem in SKM. But it’s not a major problem. So this is the question
of particularly the op centre managers having primary responsibility to a
general manager, business unit general manager, and a secondary
responsibility to a regional manager. The problems occur really only when
there’s lack of clear understanding of – you know – what exactly they are
accountable for to one boss and for what other things are they accountable
for to the other.

In summary, the emerged themes were: complexity in reporting, interaction
between business units, decision making, competition, uncertainty and resource
utilisation.

Table 5.5: The Main Disadvantages of a Matrix Structure for SKM
% (Number) of Staff

15% (4)





8% (2)
4% (1)





38% (10)

5.5

Emergent Theme
Complexity of the reporting
Interaction between business units
Make decisions in an efficient and effective way
about project opportunities
Competing demands
Uncertainty
Low utilisation

The power balance between business units and divisions

The fourth section of interview was about the power balance between business
units and divisions.
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5.5.1

Maintaining power balance

To find out if there was a power imbalance within the business, the question was
asked: What about maintaining a power balance between business units? Has that
been, or is it, a problem?

Forty-two per cent (11) of the 26 respondents stated that maintaining a power
balance between business units was not a problem. According to those
respondents SKM developed a set of business rules that encouraged cooperation
between business units to service the clients. Furthermore, because each business
unit operates in different markets, maintaining power balance between them did
not appear to be a problem in SKM.

PL commented:
I don’t think it really has been much of a problem because no one part of our
business can survive on its own. Because we don’t have all of the skills within
any business unit or any region to service those clients. So there is a need for
that cooperation to service the clients. We’ve got a set of business rules set up
that encourage cooperation because of the way that revenue flows and how
you deal with any extra profit or losses on projects.

PD commented:
In fact, we haven’t had a problem in power between the business units. I’m
concerned that there hasn’t been enough collaboration between them.
They’ve all tended to go independently. Maybe that’s because we’re all so
busy. But there hasn’t been any politics between the business units, really. In
fact, there hasn’t been as much collaboration as I would have liked to have
seen.

Thirty-one percent (8) of the 26 respondents stated that maintaining a power
balance between business units had sometimes been a problem. There was natural
competition between the business units that was a problem when some business
units performed better than others in varying economic climates.
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GB commented:
I think that surfaces from time to time, but not in a significant way. I think the
most obvious thing here is the businesses are different. Some of them are
similar. Resources is significantly different. The business models that
resources are often drawn into – like the big EPCMs – they are actually a
different commercial model than we are used to in the other business units,
which are more consulting, traditional consulting.

Twenty-seven percent (7) of the 26 respondents claimed that maintaining a power
balance between business units was a problem in the matrix structure because
each of the business units was totally different in the way they operate. The
Resources group was starting to become more powerful because they were
producing a bigger turnover, something that might be seen as slightly negative for
some of the other groups, as their key people tended to move to the resources
group.

AC commented:
It can be a dilemma between those two sides of the matrix. I think, at differing
times, we’ve realised that one at once – one access is significantly more
powerful. I’d say right now that business unit strain is definitely the much
more powerful angle. To some extent, I think that’s by design, rather than just
by letting it happen, if you know what I mean. So we deliberately wanted it to
be strong. But we’re not – we’re also not letting the other side of the matrix
completely wither and die either. If we let that happen, then we’d lose the
benefit of that.
Table 5.6: Is Power of Balance a Problem?
% (Number) of Staff

Emergent Theme

42% (11)



31% (8)



27% (7)



Power balance between business units was not a
problem
Power balance between business units was
sometimes a problem
Power balance between business units was a
problem
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5.5.2

The methods to maintain the power of balance

In order to find out which methods were used to maintain the power of balance
between the business units, the following question was raised: If maintaining a
power balance between business units was or is a problem were any methods
used, or were being used, to resolve this problem?

Communication at the Managerial Level
The most commonly mentioned theme, expressed by 27% (7) of the interviewees,
was communication at the general manager level. If there was a problem due to
the power balance between business units such that one business felt that their
interests in a particular region were not being looked after, then the issue would be
explained to the general managers to gain their agreement as to how to proceed.
The general managers had regular and quite in-depth reviews of individuals
reporting to them as well as the functional unit managers.

RJ commented:
It seems like the general managers get together and nut it out if it gets to that
level. But I don’t know of – who the adjudicator is, if two general managers
are having a discussion or a disagreement. I’m not sure. I assume it’s the
chief executive. But not sure.

AP commented:
It eventually gets sold to the general manager’s executive committee level,
you know, where they fight over the spoils and there are winners and there
are losers.

Resolving Issues at the Internal Management Level
The second most commonly mentioned theme, expressed by 15% (4) of the
interviewees, was resolving issues at the internal management level. The
mechanism they used to overcome the problems was a series of checks and
balances. Internal management had to ensure that issues arising internally did not
become a bigger problem; therefore, if a situation within offices or across business
units emerged, management would be involved in its resolution.

123

PR commented:
… there has to be a level of management above the actual individual matrix
streams that allows issues to be elevated into that area for resolution. That
exists, I think, with our global coups and our regional coups and all that sort
of stuff within SKM.

SL commented:
I just think it’s the normal process of having meetings with the key operation
centre managers to sort of let them know what the requirement is. Most
people still have a pretty good attitude

Differential Contributions to Resource Planning
The third most commonly mentioned theme, expressed by 12% (3) of the
interviewees, was the differential contribution that managers were able to make to
resource planning, creating imbalances of power, which the organization sought to
improve by a holistic resource planning strategy. SKM created a system known
locally as ‘red contract review’ and the ‘chief executive’ or CEO review process,
which focused on resources for major projects, their availability, and the
availability of key people required. As SKM become a larger global player, SKM
senior managers recognised that they have to strengthen SKM’s risk management
procedures. This was a measure in the risk management area to ensure that risks
were being managed by operational staff appropriately. Operational Staff were
used the “Red Amber Green” classification at Go/No Go stage (for proposals) and
Contract Review stage (for projects) to assist in interfacing with the Contracts
Committee in their area. The general manager of a business unit usually
participated in these processes where difficulties of competing resources were
resolved. So whenever SKM was doing a project for a client, resources from one,
two, three, sometimes four, separate business units would be combined. Business
units were collaborative in sharing resources for the same project.

124

SL commented:
okay, this might be my business unit, but we’re one SKM. So whilst this
person is in my business unit, if they tend to look at it – what’s the best thing
for SKM overall, rather than what is the best thing for my business unit.

Direction
The next most commonly mentioned theme, expressed by 8% (2) of the
interviewees, was obtaining direction from the CEO. The way SKM operates was
that each business unit should make their own future. It was giving freedom to
each of the business units to develop the way they wanted to go. If one business
unit wanted to do more overseas work and if, in doing so, they had some
problems, the issue would escalate to the CEO level. Previously, this would not
have happened because the CEO directed what they did.

Redesigning Business Units and Running Workshops
There were two less commonly mentioned themes, expressed by only one of the
interviewees. The first concerned redesigning business units so as to be aligned
with client requirements as the business units were being organized around client
groups. The other theme concerned running workshops in an attempt to
amalgamate the business unit streams. Workshopping was adopted when a new
direction was proposed; the decision within the company on that new direction
would be taken to a higher level as a result of the amalgamation of business unit
streams and, in the regional sense, it was taken to a level of management where
there was an amalgamation of the regional views.

The remaining interviewees (35%, or 9 respondents) were not aware of any
mechanisms that were in place to ensure the balance of power between the
business units. Furthermore, they found that having some differences and
diversity of thoughts was beneficial for SKM.
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Table 5.7: The Methods to Maintaining the Power of Balance
% (Number) of Staff

5.5.3

Emergent Theme

27% (7)
15% (4)
12% (3)





8% (2)
4% (1)





Communication at the general manager level
Resolving issues at the internal management level
Differential contribution that managers were able to
make to resource planning, creating imbalances of
power which the organization sought to improve by a
holistic resource planning strategy
Getting direction from the CEO
Redesigning business
Workshopping

Organizational performance

In order to reveal the effect of the power imbalance on organizational
performance, the question was raised: If power imbalance between business units
is a problem, to what extent do you think that it has (or could) affected
organizational performance? In what ways?

Twenty-three % (6) of the 26 respondents stated that power imbalances between
business units affected organizational performance to a very great extent.
Nineteen percent (5) of the 26 respondents stated power imbalance between
business units affect organizational performance only to some extent. 12% (3) of
the 26 respondents stated power imbalance between business units affect
organizational performance to a minor extent. The other 58% (15) interviewees
had no comment on the power imbalance between business units.

Table 5.8: The Level of Effect of the Power Imbalance on Organizational
Performance
% (Number) of Staff
23% (6)
19% (5)
12% (3)
58% (15)

Emergent Theme





A very great extent
Only to some extent
To a minor extent
No comments
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Managing Resources
The first most commonly mentioned theme, expressed by 23% (6) of the
interviewees, was managing resources. People chose to try and join a particular
business unit when this business unit was seen to be the most successful.
Consequently, the other business units found that their resources ended up being
utilised by the stronger business unit. Therefore, smaller business units or those
less empowered would arguably not have the best team available, which would
affect organizational performance when resources needed to be drawn from one
business unit for another project which had already attracted the best available
staff.

GR commented:
Oh, I think it could be very destructive. If you get – we’ve had this before at a
minor level with operation centre managers competing very vigorously for
resources and animosity occurring. When it does, it really breaks down.
Because the workers don’t know where their loyalty is. So that’s the problem.
So you take it to the next level, to the general manager of the business units.
If two of them begin to behave like that, protective of their patch, then it
would be quite destructive.

RW commented:
It does affect organizational performance in that we struggle to probably
make – we probably spend a lot of energy trying to get people from an
adjacent business unit. It’s the same kind of problem that existed before we
did the original transition from regions to business units. It’s the difficulty in
getting the best people, the people that you need.

So that’s really the answer to it is that it’s – the problem is that we aren’t
always successful in getting the best people that are needed. Particularly if
they’re sitting in another business unit. In order to deliver the client’s project.
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Managing the Business
The second most commonly mentioned theme, expressed by 19% (5) of the
interviewees, was managing the business. Organization performance would be
affected by management focus not being on the issues at hand or on managing
projects and clients, but rather on managing internal politics and internal
performance, which, ultimately, was seen to lead to less than successful outcomes
with clients and commercial performance on projects. Consequently when the
managing effort was rediverted away from the core business, then that core
business suffered.

PR commented:
I suppose the business; the whole SKM’s business also becomes more
orientated towards that particular business unit. The other thing is that the
other problem that may eventuate is that the domination of the stronger
business unit, if it draws more attention, more resources, more development,
then when that business unit cycles down, the business, the whole of the
business of SKM is vulnerable, so that I suppose the focus there has to be in
maintaining a balance across all business units.

DR commented:
When a particular part of our business is going strongly, that can drive how
other parts of the business are managed. So for example in setting our rates,
if a certain rate can be commanded in a buoyant power market, that’s where
the rate gets set. Then there’s a pressure on the rest of the organization to
achieve those rates or a multiple of those rates.

Structural Interfaces and Missed Opportunities
The third most commonly mentioned themes, expressed by 12% (3) of the
interviewees, were structural interfaces and missed opportunities. Cooperation
between business units was one of the third most commonly mentioned themes. It
affected organization performance because people make decisions based upon
those lines of communication that they feel that they can trust; however, because
the concept of the business unit in the matrix structure was one of interaction
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between the global and the local, if no cooperation occurs between business units,
the structure would risk becoming fractured.

AC commented:
Well if you get one angle that’s too strong, then you’ve effectively got –
you’re back to your old single access structure. You’ve no longer got a
matrix. Or you’ve got a matrix that’s just a joke. It’s an ineffective matrix. So
you go back to that idea I had of black spots, you know, black holes forming.
So it’s like you think you’ve got this safety net of this regional angle of the
matrix in place, which is supposed to help you. But if it’s not effective or
functional, then it’s going to bite you in the bum later, so to speak, because
those black holes that you think that this angle’s looking at, could well be
there and they’re not getting addressed. Does that make sense?

The theme of missed opportunities was most commonly mentioned in relation to
some business units such as buildings and property, which operated in a very
difficult market. Opportunities were also missed where business unit had people
selling a particular service for their business unit but who were not effectively
marketing other business units.

DR commented:
So in a sense, that’s a power imbalance. That is pressure. So for buildings
and property is a very difficult market. A lot of competition. Low barriers to
entry. So we struggle to get good rates in our marketplace. So if power and
industry do well and the rates go up by 10 per cent, we’re already struggling
in our market. But all of a sudden, we’ve got to try and add 10 per cent onto
that. That presents a number of challenges for us

RJ commented:
Yeah. Look, I think it doesn’t have a major affect on our organization’s
performance in a market where there’s lots of work. I think what it could do,
as the market slows down, is that, if the tendency is always to go for the
engineering side of things, you might miss out on some opportunities where
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we – the environmental area identifies some forward work well in advance of
the engineering. We might miss out on opportunities because of that.

Payment Jealousy
Payment jealousy, mentioned by two respondents, was a phenomenon noticed
when people received their bonuses. If one business unit was doing better than the
other, the risk was that the staff in that business unit may get paid more and get
treated differently. If they were in the same region this could affect organizational
performance because people could become jealous when people in other business
units were paid more.

Delivery Failure
One respondent mentioned delivery failure: when resources that were needed
were not supplied to the project, it would take longer and invariably would cost
more, and thus both delivery on time and the quality of the product would be
problematic. Making the right strategic decision was also mentioned once. The
resources business unit was seen to be making the right strategic decisions
because of leadership that would not be held back by other business units and thus
performed better.

Table 5.9: The Effects of the Power Imbalance on Organizational
Performance
% (Number) of Staff
23% (6)
19% (5)
12% (3)
8% (2)
4% (1)

5.5.4

Emergent Theme






Managing resources
Managing business
Structural interfaces and missed opportunities
Payment jealousy
Delivery failure

The factors that determine the level of power

In any organization, some units can come to have a greater influence or power
than others. The interviewees were asked the following: Within SKM, what do you
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think are some of the factors that have determined the level of power or influence
that a particular business unit possesses?

Financial Performance and Profitability
The first most commonly mentioned theme, expressed by 69% (18) of the
interviewees, was financial performance and profitability. In SKM the key factor
for having a greater influence or power than others was the profitability of a
business unit. If a business unit was more profitable than the other business units,
then that business unit had greater power. Business units that delivered a
significant financial performance were listened to, paid attention to, and derived
power in SKM. Hence, a source of inevitable power for that particular business
unit was their financial performance and profitability. On the contrary, if a
business unit’s profitability was not very good then that business unit had less
power than other business units. Therefore if other business units were not
performing so well, then they needed to fix that performance before they were
given the opportunities to engage in other areas.

IT commented:
I think the key cultural element in SKM is profit. So that if your business unit
is making lots of profit, then it will be influential. So that’s a key element.
Because the business has set goals on growth, sustainability. The other goals,
how you perform, will then become influences. But if you’re making money,
then you’ll be able to demand or achieve more for your business unit than if
you’re not.

PL commented:
So those business units that have the strongest clients and are performing the
most profitably are the ones that are looked upon most favourably.

SL commented:
Obviously, if you’re making a lot of money, it tends to make people notice. So
resources business unit, which is the biggest, makes the most profit, obviously
gets a lot of attention and can influence things.
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JB commented:
Profit or you’re a business unit that has a project that goes bad. Loses power.
Such as, you know, the power and industry business unit because of the [ball]
project is going to lose influence. Because they’ve lost a stack of money. You
know the [ball] project in Queensland.

Success in the Types of Clients Gained
The second most commonly mentioned theme that was expressed by 27% (7) of
the interviewees was client success in terms of gaining high profile clients, which
had a direct impact upon the level of power or influence that a particular business
unit possesses. If someone was growing the business and finding higher profile
clients then they deserved to be recognised and rewarded for that.

SL commented:
Oh, I think the business unit that has the most – closest link to the client,
who’s giving the money, is the more powerful of any other business unit in
that sort of scenario. So in a water business, if it was Sydney Water, then the
water environment business unit would have the greater power, if you like,
because the other business units are supplementary. They would never win
that work without the people in the water environment business unit actually
setting it up.

PL commented:
It’s really around client success. So the success we’re having in winning work
from our clients and the profitability of that work. So those business units that
have the strongest clients and are performing the most profitably are the ones
that are looked upon most favourably.

Growing Fast in Business and Strength and Personality of Leaders
The third most commonly mentioned themes, expressed by 23% (6) of the
interviewees, were growing fast in business and the strength and personality of
leaders. If a business unit can demonstrate growth then clearly it has strong
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political influence and is rewarded for it. Consequently such a business unit has
greater access to the scarce investment resources available to the firm

RW commented:
It’s the power comes from just the growth that they’re able to – they’re
experiencing. It’s a function of the market. That then attracts say – they have
greater access to the scarce investment resources that the firm has.

RW commented:
So for a number of years, it’s been all about growth. So the parts of the
business that can demonstrate growth. Again mining, with the Minmetal
merger. If you can align your performance with the strategic objectives of the
organization, then clearly you’re going to have strong political influence.

The strength and personality of a leader was the other third most commonly
mentioned theme that was seen as a key feature in the performance of a business
unit. Some leaders were seen to have a greater influence and power than others,
largely related to strength of personality and profit performance.

PD commented:
That’s a very interesting and broad question. I think the personality and the
strength of the general manager is a key feature. I think the performance of a
business unit. If a business unit is more successful, then obviously it’s ability
to drag in resources and to have support from the functional areas is
increased.

Business Unit Size
The fourth most commonly mentioned theme, expressed by 19% (5) of the
interviewees, was the relative sizes of business units. The bigger business units
tend to get a greater share of the investment resources. The size of the business
units has also been related to sustainability, another important element in SKM
given that the business has established goals on growth and sustainability.
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MR commented:
So, I mean, the resources business unit, 40 per cent of the company. So…50
per cent of the profit last year. Sort of assume quite a high profile. Next year
it’ll be someone else’s turn, type thing. So size and profit helps. My gut feel is
probably unhealthily so. I think just straight profit is not everything. I mean
it’s really the whole sustainability question is the issue. All the other
attributes need to be looked at, as well. But that’s sort of more a management
thing. What management talks about, I suppose.

TP commented:
Yeah. Well I guess it’s their scale and their size and their business
performance. I mean, it’s a simple – it’s not rocket science to say we’ve
devoted these thousand people into this client stream, doing these types of
projects, and that’s proved very successful. We’ve got this 500 people over
here in this business unit, focusing in this area, and it hasn’t been producing
very successful commercial outcomes.

Professionalism and Performing Better
The least mentioned themes, expressed by only 12% (3) of the interviewees, were
high-class professionalism and performing better. There was recognition of the
benefits of having some high-class professionals in SKM. Therefore high-class
professional people derived power by getting in, making a difference, and by that
difference being recognised.

GB commented:
Yeah. So that’s irrespective and of course there’s no direct connection –
plenty of indirect connection, but not direct connection between that and our
financial performance. So I think there is good recognition given in the
company of just the impact that people can have. I see people like Rory
Nathan getting in, having – and really tweaking up the business processes
side and gaining power and recognition out of that. Just from a perception
that he’s done some things. They’ve helped. General perception is they’ve
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helped. So good. We listen to you more, Rory. We give you more resources.
We have more, please.

Table 5.10: The Factors That Have Determined the Level of Power
% (Number) of

Emergent Theme

Staff
69% (18)
27% (7)
23% (6)
19% (5)
12% (3)

5.5.5

 Financial performance and profitability
 Client success in terms of gaining high profile clients
 Growing fast in business and the strength and personality
of leaders
 Relative sizes of business units
 High-class professionalism and performing better

The influence of higher levels of power

Which divisions were judged to have the higher levels of power or influence in
SKM? What explains their having these high levels of power? Having a high level
of power is not static; on the contrary, it is a dynamic phenomenon and, of course,
the level of power changes when changes occur in markets or in the business
environment. During the time of this study the Resources business unit had
relatively higher levels of influence than the other business units in SKM, as
mentioned by 46% (12) of the interviewees. There was a lot of pressure to service
the bigger clients whom the Resources business unit had cultivated as major
clients; consequently the Resources business unit had a lot of power and
influence.

JB commented:
Yeah. I mean the Resources is certainly the business unit that has got the
power. It’s got the most people. It’s got the biggest growth. It’s got the
biggest profit. It doesn’t have projects that go – you know, haven’t had many
projects go bad. That’s what gives it the most – yeah, the most power.

Similarly the Water and Environment business unit at SKM, which was
mentioned by 19% (5) of the interviewees, also had relatively higher levels of
influence, mainly because of the nature of the projects that they were doing. Both
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business units had large and complex projects that required a lot of cooperation
across the business units to be able to deliver them.

Two interviewees, who were the most senior people in the organization, totally
disagreed that any business unit had a higher level of power.

Table 5.11: The Business Units with Higher Level of Power
% (Number) of
Staff
46% (12)
19% (5)

5.5.6

Emergent Theme



Resources business unit
Water and Environment business unit

The influence of relatively low level of power

Which divisions were judged to have relatively low levels of power or influence
in SKM? What explains their having these low levels of power? The Building and
Property business unit had relatively low levels of influence in SKM during the
time of this study, as mentioned by 27% (7) of the interviewees. There were a
couple of issues: firstly the Building and Property business unit was not as
profitable as and had a different market sector from the broad heavy industry and
heavy engineering industry businesses; secondly the Building and Property
business unit had a different thinking process. The major market sector approach,
with major clients, was difficult within the Building business unit because there
were so many clients, all of whom were vigilant with their money. Therefore
Building and Property was very competitive and had a very tough market that
resulted in having relatively low levels of power compared with the other business
units.

DR commented:
So buildings and property, I would say, has the lowest level of power or
influence. A couple of reasons for that. One is the market. The other, I
suppose, is somewhat historical. SKM has grown out of infrastructure and
environment and is largely recognised as being a player in infrastructure and
environment. More recently, power and industry, probably with the Mertz
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acquisition. That started to get some – but buildings and property. Our brand
has never been particularly strong. Therefore, that’s always going to result in
a lower level of power internally.

Similarly the Power and Industry business unit, which was mentioned by 27% (7)
of the interviewees, also had a relatively low level of influence in SKM mainly
because of the nature of the clients. The Power and Industry business unit had
problems with one of its major clients, Boral, which had caused them to have
some quite significant profitability issues. Furthermore, in the last five to ten
years, the Power and Industry business unit was the business unit that had
experienced most difficulties in being profitable.

GR commented:
Yeah. There’s been less investment. There’s been less market strength around
the world, really. I mean, Australia hasn’t – New South Wales hasn’t built a
power station, a major one, since I began working in New South Wales, 1980,
‘83. So 20 years or so. So yeah. It’s really market opportunities.
Infrastructure has huge opportunities. Resources, huge. Building and
property, very competitive. Very tough market. Always has been. The result of
that is probably the general managers are in slightly less potent or power
position than the other two.

JB commented:
Yeah. But certainly power and industry, I would have thought – only because
of one project. The building business unit, because of the nature of the clients,
struggles a little bit. Their clients are quite often, you know, people in the
property industry. So they’re all miserly with their money. So they sometimes
struggle a little bit, you know, in terms of influence. It also depends on who
they’ve got as their leaders. That can influence – their general managers and
their senior personnel. That can influence their power situation. But profit is
the biggest one or loss.
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(In 2008 a decision was announced to amalgamate the Infrastructure and Building
& Property business units.) All the other functional units such as IS, HR and the
finance business units are supporting business units. They did not influence the
determination of the strategic direction of SKM.

Table 5.12: The Business Units with Relatively Low Levels of Power
% (Number) of Staff
27% (7)
27% (7)

5.6

Emergent Theme



Building and Property business unit
Power and Industry business unit

Advice for avoiding problems of a matrix structure.

The final question in the interview sought advice as to how to avoid problems of a
matrix structure or how to take advantages of its strengths. The question was
asked: Thinking about all we have talked about today, what general advice would
you give to an organization to enable it to diminish or reduce any weaknesses of
the matrix structure (or capitalise on its advantages), and so to increase
organizational effectiveness? The themes that emerged are as follows:

Communication and Training
The most commonly mentioned theme, expressed by 46% (12) of the 26 persons
interviewed, was communication and training. To make sure that the full
advantages of the matrix are realised, the communication between business units
needs to be effective at every level. The cross-communication between business
units is important, even though it is not along the main lines of communication.

BW commented:
Okay. Again – and I think this is where SKM does do it pretty well – is that
they need to look across the whole organization at the various levels within
that organization and get the opinions from people as to where they see
themselves sitting and get their idea and spin on where things are going,
whether they are going incorrectly or not. So again, it’s very much being in
contact with your people right down the full chain and across the matrix.
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In terms of regular communication with all the parties, the methods of
communication need to be very effective. Therefore, to make sure people
understand what their needs are upfront, education needs to be in place to assist
people.

GR commented:
Then we’re all likely to head west together. Otherwise, if we’re heading in
different directions, different parts of the firm, that’s very distractive. So the
biggest challenge they had – and what took it so long to really take hold – is
the communication and acceptance process through the organization. It
actually penetrated very quickly initially.

So I think that’s the main problem is communication needs – the forward
planning. Communicate with everybody what you’re thinking of doing. Get
feedback, so that people feel like they’ve had an input. Then make a decision
and do it. Don’t hesitate.

Clear Roles and Responsibilities
The second commonly mentioned theme, expressed by 35% (9) of the 26 persons
interviewed, was clear roles and responsibilities. Lack of clarity in roles and
responsibilities was thought to be one of the weaknesses that reduced the
effectiveness of matrix structure. Within SKM there was a bit of a conglomerate
of roles and responsibilities that was not clearly defined in terms of business units,
regions or functionality where a lot of responsibilities and authorities lay.
Therefore before moving into a matrix structure, to look at and define the
responsibilities to be taken by each of the matrix streams was recommended in
order to reduce the weaknesses of matrix structure.

RW commented:
So the advice I would give would be about – it’s about real clarity around for
what – the relative roles of those two axes of the business unit. So for what
precise things are individuals in the business unit accountable to on the – say
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the business unit axis? For what precise things are they accountable to the
regional – or the management team on the regional axis?

PL commented:
It’s actually been – probably the single largest one here is getting the balance
right, in terms of the responsibility and accountability, across the two axes of
the matrix. So you don’t want to have one axis significantly more powerful
and influential than the other. The reason I say that, we’ve recently made a
further change, not to the structure, but to the responsibilities and
accountabilities between the business units and the regions.

TB commented:
…in an SKM sense, are that we have a business unit that is accountable for
an operation centre. But we also have the regional managers or the
geographic axis responsible for that matrix. So it’s really everything to do
with whatever happens at that intersection point of the two. Who was
responsible for safety? Who was responsible for recruitment and attrition?
Who’s responsible for the client satisfaction in an op centre? Who’s
responsible for the financial performance of that op centre?

Various Measures of Success
The third commonly mentioned theme, expressed by 31% (8) of the 26 persons
interviewed, was measures of success, not only financially, but socially and
sustainably as well. The success of client managers should be measured by the
performance of the client relationship, general managers by the performance of a
group of clients effectively, regional managers on their ability to hold together a
group of people in a region and be the face of a region and help that way, and
operation managers on the delivery of their operation or the staff morale and the
operational efficiency.

AC commented:
Yet the other side of the matrix will probably see a different slant on those. So
for example, the business unit stream might see profitability as one strong
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metric. There’ll be a KPI on that. Yet the regional one might talk about staff
satisfaction or something or employee engagement. Because the region is
more the place where people live and then hence the environment that the
staff work in.

PL commented:
So whereas previously, we had the business units were primarily accountable
for income and profit, but the regions were responsible for working capital,
just looking at it from a financial point of view. What we’ve done recently, as
we’ve continued to implement the relationship client strategy, is we have
changed the responsibility for working capital from the regional managers to
the commercial managers who are part of the business unit.
Avoid Silo Mentality
The fourth most commonly mentioned theme, expressed by 23% (6) of the 26
persons interviewed, was to avoid a silo mentality and develop interfaces between
business units. Interaction between business units and increased understanding of
their capabilities was thought to be an important issue in order to increase
efficiency. This involves getting the opinions from people across the whole
organization and from various levels within the organization to find out where
they see themselves sitting, where they see things are going, whether they see
things are going incorrectly or not. In other words it is very much being in contact
with people right down the full chain and across the matrix. It was even suggested
to switch people between business units at senior levels in order to break down
any silos and to strengthen the matrix.

PD commented:
So I think you have to get the balance right. I don’t think there’s ever any
right answer here. I have spoken to organization heads who have said that
they’ve worked with a business unit structure for a period of time and felt that
they got too much into those other silos that people talk about. That they’ve
actually had to break those silos down by again tipping the power balance
back into the regional area.

141

PL commented:
The other thing that that does is it ensures that you don’t end up changing
what was previously a set of regional operating silos that we had into a set of
business unit silos, which I certainly think we are in danger of doing. We
need to pull back some of that responsibility back to the regional part of the
matrix.

RA commented:
The communications between the vertical silos needs to be at numerous
levels, to make sure that the full advantages of the matrix or the whole
organization are realised. Because just as a regional structure has limitations
on utilising other regions, the business unit structure has limitations on
utilising other business unit resources.

Effective Transition and Culture
The fifth most commonly mentioned themes, expressed by 15% (4) of the
interviewees, were transition and culture. An effective transition to matrix
structure requires understanding people and their needs. The managers and the
leaders need to analyse the people when they are putting them into roles, and to
give them help in order to continue to reinforce the matrix structure.

TP commented:
You’ve got to focus carefully on what motivates people, what drives people,
what – and how they see themselves being effective in the business. You really
have to understand some of those key individuals that are impacted. So take
time. Transition slowly. Keep sight of where you want to be. So you keep
putting up the long term vision, but take steps on the journey at a pace that
people cannot be disaffected by the speed at which you’re doing it.

PL commented:
So some of the other things that need to address are making sure, as you
move into the matrix structure, really looking carefully at the behaviour of
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individuals and making sure that they are understanding of what their needs
are and working in a matrix structure.

MR commented:
I think you need to be careful – again, this is more a transition issue, than a
final matrix issue. But in the transition, some people, we learnt, really did
function because they had that line authority. Some people – you took that
away, you took away their ability to function. Whereas other people, not so.
So you need to be very careful of – you need to analyse the people you’re
putting into roles and giving them help. Stopping the underlap. Making sure
there’s overlap, not underlap, in the transition.

Establishing the right organizational culture, which is supportive, is seen as an
important issue in order to increase organizational effectiveness. SKM had a very
strong organizational culture of best behaviours, created by the founder of the
company, Jack Night, with the predominant behaviour of cooperation, where
everybody helps each other succeed.

KB commented:
When we did the strategic planning retreat a few years back, Andrew Robb,
who’s the currently the leader of the – President of the Liberal Party or
something, ROBB. He’s in the news all the time. I was sitting next to Andrew
and we drew this matrix up about the most valuable asset that we had. We
were talking about technical ability and geographic presence. He just said
no. He said put a dot right on the top right hand corner of that graph. He said
the most valuable thing you have here is your culture. Everybody stopped.

Because he was an outsider. He was our independent board director, at the
time. It was fantastic, having someone come in from the outside who can see
these things, with a different pair of eyes. So he was brilliant. So this cultural
thing is a huge competitive advantage that we have and it’s vital. We look
after it. If you get the chance to talk to Binno about culture, I’d do that.
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GB commented:
I would think there is something that’s carried us through. If we didn’t have
it, would have brought us undone. Is a sort of an underlying culture? A
supportive culture. A get on with it sort of culture. A culture that’s more
based around achievement and looking out, than internal divisions and
competition. If we hadn’t of had that culture, I’m pretty sure that introducing
these matrix changes and getting them to work would have encountered
significant problems.

So that’s almost a sort of a forgiving or an adaptive culture, capable of
coping with most things. Now how do you get that? Well I think the
company’s grown that now over decades. Our ownership structure is part of
that. The behaviour of senior people, over years, sets that in place. There
seems to me to be a network – well, we have it as one of our values. An
absence of game playing.

Leadership and Collaboration
The sixth most commonly mentioned themes, expressed by 12% (3) of the
interviewees, were leadership and collaboration. Strong leadership from the top is
required in order to make a matrix structure work well. The managers need to
work hard on emotional intelligence, emotional leadership, and the people side of
the business.

MR commented:
I think businesses like ours, I think; matrix structure is just a fact. I mean, I
don’t think you get away from it. I think, if you’re going to make a matrix
structure work well, you need strong leadership from the top. You need good
managers that actually make things work. I mean, you can systematise things.
But at the end of the day, particularly in a business like ours, a highly
professional oriented service company, you’ve got to have people will make
things happen.
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Collaboration is also required to maintain the regional strength as well as the
business unit strength that has been driven by the ‘one SKM’ approach.

KB commented:
That would be the two things. I think a matrix structure works fine. But make
very sure that the chief executive, above all else, has got to drive that – what
we call a ‘one SKM’ approach. If he doesn’t do it, you’re screwed. So it’s got
to come all the way down. We need to know that taking a parochial position
about something is not going to go down well.

PD commented:
Look, it’s been a major advantage to us. But it’s important that you do
maintain the regional strength, as well as the business unit strength. Because
as I said, you still have to have collaboration. You still have to have client
contact. It is important that there’s still a strong level of support at a regional
level and you don’t lose that. We’ve seen businesses go purely to a business
unit structure and fail.

…But you have to have that dynamic balance. It depends on how well the
business is running. At the moment, it’s working very well for us. I’m trying to
make sure that we don’t rebuild silos by having this one SKM philosophy of
saying the business unit should collaborate, so that the clients are seen
increasingly to see one SKM.

Scale of Business Units, Sustainability and Reward Mechanisms
The seventh commonly mentioned themes, expressed by 8% (2) of the
interviewees, were split of business units, sustainability and reward mechanisms.
Understanding the scale of the business is an important issue when overlaying the
matrix structure. Having more divisions though was not recommended, as it
would create conflict for more people. In terms of increasing organizational
effectiveness, the other issue was about trying not to have too much overlap in
responsibility. For instance, in the SKM model, financial lines always sat with one
dimension in the matrix; SKM never had financial responsibility in two areas of
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the matrix. Trying to make a matrix organization a manageable organization with
geography is also seen as challenging.

IT commented:
I think, looking at the SKM matrix structure and what we’ve tried to achieve,
at some levels, I think we’ve tried to make it – we’ve tried to do it in too many
bits in one go. So I think we might have been better off with a – say our
market business units being less business units than more. Now interestingly,
when we started, we had seven business units. We went to four. Now we’re at
five. I sometimes wonder whether we should be at five.

So if I was looking at the SKM model, I think I would ask should we have the
matrix in Asia Pacific, Europe and then America. Then put over that just like
a general management reporting system. Rather than trying to integrate
people who sit in London with people who sit in Wellington. Geography is
very – it’s a long way times a long way, thinking’s a long way. So I think you
need to look at your geography to make sure that the matrix isn’t
unachievable at an operational level.

The business set goals on sustainability and growth, and hence to have long-term
sustainability of the organization was important.

JR commented:
Nowadays. Look, I think what I was saying before is that I think it’s currently
working quite well. We’ve got to a stage where it’s got some traction and it’s
doing its job. I think the only thing would be that we need to balance that
level of clout that different business units have. I think it should be judged
more on strategy for sustainability of the business, rather than necessarily
what profits a certain business unit is making, in any given year.

To encourage the right behaviours in the organization, it is required that the
organizational structure is supported by reward mechanisms. SKM’s shareholding
structure is an interesting one in that people are rewarded with shares, not
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necessarily based upon the matrix structure but more upon their perceived loyalty
to the organization.

JR commented:
Because you know, you really need to have a shareholding system that
rewards people who want to grow the business from a global perspective
rather than rewarding people based on personality and also upon what could
be seen as relatively prejudiced opinions about, you know why it is that
someone moves forward in the organization and why someone doesn’t.

Client Relationships and Benchmarking
The least mentioned themes, expressed by 4% (1) of the interviewees, were client
relationship model and benchmarking. A client relationship model has been
introduced as part of a business unit that will enable to get anybody from across
the firm.

PD commented:
What we are foreshadowing is that our business units in the future will not be
around the discipline base we currently have. But rather the business units
will be seen to be directed towards a group of clients. So that there’ll be
selling all of what we can offer, through the one business unit. That the one
business unit will be seen as a custodian of a group of clients who happen to
be in say the resources business or in the transport business or in the water
business.

But there’ll be outward looking, outward facing, and not based on what we
make, but be more client orientated. So that we’re seen to be looking after all
the needs. So Mark Reid, when he runs his resources business unit, doesn’t
just think about materials handling. He thinks about environmental. He thinks
about shipping. He thinks about rail. He thinks about roads and site
development as well.
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BK commented:
If we can answer that for everybody in the firm, I think we are doing very
well. So that is something that we probably didn’t do as well when we started
this. But now we’ve gone through, particularly when we put a third level to
this matrix, which is the client relationship model, we are saying that we will
not overlay this third matrix. Because we will make the client manager part of
a business unit. But he will or she will be able to get anybody from across the
firm.

It was seen as important to benchmark SKM’s organizational performance fairly
carefully with companies moving in the same direction, rather than companies
that are the same size.

Table 5.13: Advice to Reduce Weaknesses of the Matrix Structure
% (Number) of Staff

Emergent Theme

46% (12)
35% (9)
31% (8)





23% (6)



15% (4)
12% (3)
8% (2)








4% (1)

Communication and training
Clear roles and responsibilities
Measure of success (KPIs) not only financial side,
social side and sustainable side as well
Avoid from silo mentality and interfaces between
business units
Transition and culture
Leadership and collaboration
Split of business units
Sustainability
Reward mechanism
Client relationship model and benchmarking

This chapter has identified the themes that have emerged from the interview
questions from most common to least common, calculated as a result of using the
grounded theory approach. The themes have been presented alongside detailed
comments by the interview respondents, giving a very clear insight into the
transition to matrix structure at SKM from the points of view, positive and
negative, of the top managers in the organization.
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Chapter 6: Discussion
6.1

Exploiting Quantitative Findings to Identify Patterning in Qualitative

Data
The research investigates the validity and applicability of political theories of
organizations for major international companies that have implemented matrix
structure. Data has been collected using a combination of methods, including
questionnaires, semi-structured interviews, databases, and library resources. Using
more than one data collection method and multiple measures, the research aimed
to have a broad empirical coverage. Initially, quantitative data was collected by
means of a questionnaire administered at group and organizational level. A further
qualitative data set was collected through the process of interviewing senior
executives in SKM. The findings of each of these methods have been explored in
Chapters 4 and 5. Although it is more common for qualitative methods to be seen
as a precursor to quantitative work, Barbour (2008) argues that there is much to be
gained by capitalising on existing quantitative data to furnish a sampling frame for
qualitative work. Miles and Huberman (1994) strongly express the view that good
qualitative research and reporting require an ‘analytic mix method’, which
combines both qualitative and quantitative approaches.

Table 6.1: Terms in the Analytic Mix
Quantitative

Qualitative

Variable oriented

Case Oriented

Categorising

Contextualising

Hypothetico-deductive theory

Grounded theory

Analytical

Synthetic

Etic

Emic

Variance

Process
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Miles and Huberman recommend a mixture of methods, arguing that:
[to] combine theoretical elegance and credibility appropriately with the many
ways social events can be described; to find intersections between the
propositional thinking of most conventional studies and more figurative
thinking. Just as good analysis nearly always involves a blend of variableoriented,

categorising,

‘paradigmatic’

moves,

and

case-oriented,

contextualising, narrative ones, so does good reporting. (1994: 299)

The quantitative approach relies on the facts ‘speaking’ for themselves through
visible relations in the data. The data is produced through the researcher’s sense in
constructing artfully created items for data collection that are then subsequently
pilot research-tested and refined in terms of statistical significance. The researcher
has far more control of the categories in use in such quantitative approaches to
research as the instruments are clearly prescriptive in relation to the data
generated. Responses to quite specific questions are translated by the respondents
into points in a possible range of variation in a given response set. The variableoriented approach is concerned with assessing the correspondence between
relationships discernible across many cases, often involving complex,
conjunctural causal arguments requiring the estimation of the effects of a large
number of interaction terms or the division of a sample into many separate subsamples. The search is for variance in the data in terms of relationships among
independent and dependent variables. In more qualitative approaches a process
approach is used to produce explanations that are more or less plausible in terms
of the specifics of the case, as they relate to more general theory, so that the
relation between sequences of events and outcomes becomes more explicable
(Mohr 1982).

By contrast, qualitative approaches are more interpretive, involving the researcher
in some understanding of the categories that the members of the organization use.
The questions are designed less to elicit a definite point in a response set and
instead are intended to prompt a conversation about the matters of research
concern. Such conversations then become the basis for building a case-by-case
understanding of the organizations being investigated. Case-oriented approaches
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involve classic interpretive methods. They are oriented toward comprehensive
examination of specific phenomena attended to for reasons of theoretical
relevancy and drawn from the cases investigated (Ragin, 1987). Categorising is a
procedure used in the analysis of qualitative data to identify specific themes that
are emergent from the data. When specific themes are identified, through a key
word analysis generated by an Excel spreadsheet filtering analysis, these themes
are inspected in terms of a frequency count of relevant responses across the data.
Contextualizing occurs when patterns are constructed from different data
segments by tracing interpretive relations across different responses specific to the
context being investigated (Maxwell and Miller1992). Typically, quantitative
approaches will seek to test specific propositions that are deduced from
hypotheses situated in the relevant social scientific literature, an approach
characterized as hypthetico-deductive. By contrast, grounded theory approaches
seek to build theory from the ground up – from the specificities of the case,
teasing out their relation to more general theoretical themes in terms of the
relevancies that the data throws up – rather than determining what these
relevancies should be a priori, by framing distinct hypotheses.

Werner and Schoepfle (1987a) distinguish the characteristics of quantitative
research as analytic while they see qualitative approaches as synthetic. The
analytic approach searches for patterns in the data as this data is statistically
manipulable; following appropriate analytic procedures whatever patterns may be
latent in the data should become manifest. A synthetic approach creates patterns
through the interpretive work of the researcher synthesizing the various sources of
qualitative data, sometimes re-assembling it in different ways so that theoretically
significant themes that may be dispersed in different slices of data can be
collected to make patterns that would otherwise have remained latent. The terms
emic and etic have also been used to designate these two contrasting approaches to
data analysis. An emic model is one which explains the ideology or behaviour of
members of a culture according to indigenous definitions. An etic model is one
which is based on criteria drawn on from outside a particular culture. Etic models
are held to be universal; emic models are culture-specific (Headland, Pike, &
Harris, 1990).
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Each general method has developed as a means of gaining insight into distinct
types of data. Researchers often assume an identity that is predicated on the type
of approach to data with which they align; consequently, differences between the
quantitative and qualitative methods become exaggerated as matters of identity.
There is no epistemological reason why one should be exclusively one or the other
style of researcher. Pierce (2008) notes a strong objection among researchers to a
‘mix and match’ approach and that the use of combined methods is often done in
such a way that one method dominates and the other is used in a secondary,
supportive way. By contrast, triangulation is a method adopted by researchers to
secure effective corroboration that involves seeking accounts from three or more
perspectives, held more or less in balance. This method is widely accepted among
politics researchers Pierce (2008) and is the inspiration for the present approach to
methods.

Strategic
Contingencies’
Theory

MATRIX
Resource
Dependency
Theory

Objectives of
this research

Figure 6.1: The Analytic Mix Method –Three perspectives on the research

As shown in Figure 6.1 in this study the matrix organizations were investigated
from three perspectives. SCT and RDT were utilised as a source of formal
hypotheses to generate specific propositions in accordance with the research
objectives, while I drew on more interpretive, qualitative approaches in order to
understand the relation of change processes to the strengths and weaknesses of the
matrix structure in terms of producing better organizational performance. The
more formal approach designed around the production of quantitative data was
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integrally related to the more qualitative and interpretive investigation. The
findings of the quantitative analysis were used to frame qualitative work.

Theoretically, when one moves from analysis characterized by the left-hand
column in Table 6.1 above to that represented in the right-hand column, where the
focus becomes more centred on the case by case characteristics, some alteration
may be required to the analytic mix by deleting some existing variables that were
generated from the hypothetico-deductive framework or by adding some new
variables that were thrown into relief by the case (e.g. Hickson, 1994). Following
Hickson et al (1971), matrix organizations were initially investigated using
variables for power, workflow pervasiveness, workflow immediacy, workflow
centrality, uncertainty, coping, substitutability, routinisation, control of
contingencies, and performance. Based on the findings of the quantitative
analysis, in the absence of strong correlations, the variables for workflow
pervasiveness, workflow immediacy, workflow centrality, substitutability,
routinisation and control of contingencies were deleted. Only power, uncertainty,
coping, and performance variables were kept to furnish a sampling frame for
qualitative work. New concepts were added based on qualitative data analysis,
which were change, communication, clear roles and responsibilities, silo
mentality, training, culture, leadership, collaboration, effective transition, scale of
business units, sustainability, reward mechanisms, client relationships, and power
distribution. The linkages and possible interactive relationships between the main
variables have been based on findings from the quantitative and qualitative
methods, which are further discussed in align with the research objectives in the
following sections as the main concepts of this research. Further to the discussion
of each concept, at the end of each section, the new propositions, which have been
derived from these discussions, will be introduced as ideas that could lead to
further research on these concepts.

6.2

SCT & RDT: Related Concepts and Research Objectives

The research started with the aim of investigating the validity of political theories
of organizations in major international companies. The main concepts deployed in
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elaborating the findings of the research are discussed in alignment with the
objectives of this research. Just to remind the reader, these involved investigating:
vi.

the key factors behind the strategic decision to change the corporate
organization in international companies to a matrix structure;

vii.

the weaknesses and strengths of these matrix structures for subsequent
organizational performance;

viii.

the effects of transition to matrix structure on organizational
performance;

ix.

the factors used to maintain a power balance between divisions; and

x.

a model that seeks to diminish or reduce matrix structure weaknesses
to increase organizational effectiveness.

Power
Organization theorists have defined 'power' against 'authority' around the axis of
'legitimacy'. Power, thus regarded, is a 'capacity' grounded outside the
authoritative structure of the organization (Clegg, 1998). Hardy and Clegg (1996)
define power as the ability to get others to do what you want them to, if necessary
against their will, or to get them to do something they otherwise would not.
Another definition of power in organizations is Kanter’s (1979), the ability to
mobilise resources to get things done. Power can be exercised between
individuals, groups of individuals, by organizations and states. In this study the
power concept was explored using three different perspectives: the research
objectives of this study, SCT and RTD.

First, SCT was derived from the work of social psychologists such as Emerson
(1962) and related work by French and Raven (1968). Hickson et al. (1971; 2002)
sought to measure power in organizations by using a statistical technique that
establishes high degrees of inter-correlation coherence and variance in a data
set.Hickson et al’s (1971; 1974) SCT view treats power as the dependent variable
and takes power as a property of the social relationship, not of the actor.
Following a similar path, as discussed in Chapter 4, the first measure of power
was obtained from the questionnaire data. The correlation of the variables power,
uncertainty, and coping that were kept to furnish a sampling frame for qualitative

154

work are presented on a radar chart in the following Figure 6.2. Each variable is
represented on the axis, starting from point one, and the Pearson product moment
correlation between Power and Uncertainty and Coping variables are represented
in terms of the findings generated by the quantitative data analysis, as shown in
Appendix C.Based on this data, a significant (pc=.015) and moderate correlation
(0.535>0.500) was found between power and coping variables at group level
which is consistent with the SCT. Power has a moderately negative correlation (.557) with uncertainty at a significant level (Pc=.011); the more uncertain the
situation the less powerful actors seem to be in regard to it.

Control of
contingencies

Workflow immediacy

Power
1
0.8
0.6
0.4
0.2
0
‐0.2
‐0.4
‐0.6
‐0.8

Power
Uncertainty
Uncertainty
Routinisation
Routinisation
Coping
Substitutability

Workflow
pervasiveness
Workflow centrality

Coping

Substitutability

Workflow centrality
Workflow pervasiveness
Workflow immediacy
Control of contingencies

Figure 6.2: Correlation of quantitative variables

A power perspective that draws on Weber’s (1978) “structure of dominancy”
terms views the organization as structured around a horizontal rather than vertical
axis. Hence the SCT of power unfortunately explains very little in these terms
because it see’s the major axis of differentiation in terms of sub-unit power.
Matrix organizations certainly can be differentiated by sub-unit power but also by
hierarchical power, as matrix organizations by definition are structured on both
axes.
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Second, Pfeffer’s (1981) RDT, similarly to SCT, was derived from Emerson’s
work. Pfeffer, a leading organizational theorist who developed and utilised RDT,
states that the more a subunit has control of external resources, the more it is able
to shift the distribution of power in their favour (1981). Pfeffer and Salancik
(2002) argued that power could be both vertical and horizontal in organizations,
and their focus, similarly to Hickson et al.’s (2002), was on subunit power (Clegg,
2005). Using variables derived from Pfeffer and associates work the statistical
data analysis result for the organizational level proved not to be reliable, hence it
has been ignored. However, in the qualitative phase of the research I used a
second measure of power, at the group level, generating interview data which
proved to be consistent with Pfeffer’s theory. Each business unit was asked:
Which divisions would you judge to have the higher level of power or influence in
SKM? What explains their having these high levels of power?

As discussed in detail in Chapter 5, the Resources business unit had relatively
higher levels of influence than the other business units in SKM, as mentioned by
46% (12) of the 26 persons interviewed. One of the main factors that determined
the level of power or influence was the external pressure to service the bigger
clients whom the Resources business unit had cultivated as major clients;
consequently the Resources business unit had a lot of power and influence. This
finding agrees with Pfeffer’s (1981) propositions. However the findings of this
research indicates that there are other aspects that determine the level of power,
which they are financial performance and profitability, client success in terms of
gaining high profile clients, growing fast in business and the strength and
personality of leaders, relative sizes of business units and high-class
professionalism and performing better.

Buchanan and Badham (1999) argue that the exercise of influence as a subtle and
unobtrusive form of power also implies seeking to shape someone else’s
behaviour to achieve preferred outcomes. One of the main problems that emerged
from the qualitative data in SKM was the existence of competing influences over
the deployment and use of staff resources. The problems of studying power have
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been well known since the early days of organizational studies (March 1955,
1966; Perrow 1970; Hickson et al 1971; Kanter 1979; Shafritz et.al, 2005). The
theories relating to the power of subunits utilised in this research were SCT
(1970), RTD (1981). SCT, presented by Hickson et al (1971), provided a
significant version of the power perspective on organizations by measuring the
variables suggested. Pfeffer, who has written extensively on RDT, also made an
important contribution to organization studies by providing an excellent synopsis
of the power and politics perspective (Shafritz et.al, 2005.)

Third, the power balance in matrix organizations was explored through intensive
case study. As mentioned in previous sections, some conceptual alterations were
required, based on empirical research findings. The idea of a balance of power
(BoP) was introduced as a key concept generated from interview data. Balance of
power may be defined as a state of parity or stability between competing forces, a
concept originally developed in international relations. In organizational studies
BoP is defined as the equilibrium derived from the acknowledgement that there is
no one best way to organize, that it is workable to organize along two dimensions
(function, product, area) simultaneously, and that the benefits of each are not
mutually exclusive.

It has antecedents in the literature reviewed; for instance, Davis and Lawrence
(1977) argue that organizations, as agencies, use specialization and division of
labour to overcome “big” problems. Organizational units bear names that identify
the problems that they deal with; for instance, the location, or set of customers,
and the service or product provided. In staffing these units organizations group
people around technical specialties so that the group members can enrich and
reinforce one another’s technical proficiencies. This is known as a functional
organization that identifies its primary groups with words such as manufacturing,
sales, engineering, purchasing, finance, personnel, etc. In such an arrangement,
organizational power will centre on these functional groups, which are pervasive
and central to the organization’s workflow.
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The state of technical proficiency of these experts can be expected to advance in
functional organizations, even at the expense of providing services and products
tailored to the special needs of a particular locality or set of customers. Hence,
given that technical proficiency can easily exceed customer focus in such
functional organizations it is no accident that the matrix structure first came into
widespread use in the aerospace industry.

To survive and prosper in this industry, any firm needs to focus intensively on
both complex technical issues and on the unique project requirements of the
customer. These companies cannot afford to give a second-level status to either
the functional groupings around technical specialties or to the project groupings
around unique customer needs. They need to create a balance of power between
project-oriented managers and the managers of the engineering and scientific
specialists. Nor can one be allowed, arbitrarily, to overrule the other. Both
orientations need to be brought to bear in a simultaneous fashion on a host of
trade-off decisions involving schedules, costs and product quality. The required
behaviour is epitomised by a picture of two middle managers with equal power,
but very different orientations and goals, sitting down to debate and argue over
each and every point in their search for the answers that would optimise decisions
for both their technical excellence and unique customer requirements. In such
situations, unless managed appropriately, it is all too easy for the customer interest
to lose out to the interests of a manager as they are defined in technical terms.
Hence, Shafritz et.al (2005) argue that organizational goals change with shifts in
the balance of power among coalitions; as different types of managers become
dominant then different types of technical interest become privileged. Baldridge
(1971) noted that organizations have many conflicting goals, and different sets of
goals take priority as the balance of power changes among coalitions, as different
coalitions gain and use enough power to control them.

Galbraith, Downey and Kates, (2002) illustrate in Figure 6.3 how different lateral
mechanisms shift power from one dimension to another. The left side of the
diagram represents an organization structured by geographic profit centres. Point
A represents loose coordination of product interests across regions or countries
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where coordination is dependent on networks and informal contacts. Most power
inheres with managers who head up geographic business units. As you move to
the right on the diagram and introduce cross-business teams (Point B), there is
more linkage among the product activities across the geographies, but the power
structure is still dominated by the geographies. A product manager may be on a
global product team but reports through the local management structure in the
country or region where he or she is located. Only when you reach Point C is an
equal balance of power achieved between the geographic and product
organizations. At this point the product manager would have two bosses — a local
market manager and a global product manager. To the right of Point C, power
shifts to the product organization. At points D and E there is a product structure
with geographically based coordinating mechanisms. Point C in the diagram
represents a matrix relationship. A matrix allows the organization to focus on two
or more dimensions simultaneously. In a matrix relationship, a person has two
bosses, each of whom represents equally important strategic dimensions.

Figure 6.3: Equal Balance of Power
Source: Galbraith, J. R., Downey, D. and Kates, A. 2002 Designing dynamic
organizations: a hands-on guide for leaders at all levels, AMACOM, Broadway,
New York.
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One of the main purposes of this research was to confirm that organizations with a
greater degree of “balance” of power between different groups within them would
have higher levels of organizational performance. Forty-two percent (11) of the 26
respondents stated that power imbalance between business units was not a
problem, confirming that in SKM, despite having grown visibly demonstrates a
level of balance between business units. This finding is aligned with the identified
matrix weaknesses as shown in Table 1.1. According to the qualitative findings,
SKM ‘s business rules encourage cooperation between business units to service
the clients; however, because each business unit operates in different markets,
maintaining power balance between business units proved not to be a problem in
SKM. In practice, market separation means that these issues of the balance of
power between product and functional forms did not have to be resolved in the
day-to-day work of the matrix organization.

Organizational Politics
The concept of organizational politics is centrally related to the concept of power
in organization theories (Hardy and Clegg 2006). In functionalist approaches to
organization theory power is defined as the ability, through the actual or implied
use of force, to secure one’s goal. The process of mobilizing power is the process
of politics which may be defined as the study of the tactics and strategies
employed by individuals, groups, or organizations in their quest for power. Clegg
et al (2002) say that, given the stress on authority and formal organization in the
literature, politics are what happens when members of organizations behave in
ways that are potentially authoritatively illegitimate.

As Pettigrew suggests, (2002) power is central to the strategy process in
organizations because decisions about what strategy to maintain or innovate will
always be political. He sees the mobilization of power as occurring when either
individuals or sub-groupings within organizations make a claim against the extant
resource-sharing system of the organization. Pfeffer (1981) says that if power is a
force, a store of potential influence through which events can be affected, politics
involves those activities or behaviours through which power is developed and
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used in organizational settings. Power is a property of the system’s actors at rest
while politics is the study of power in action. In accord with this general
functionalist approach to organization analysis Mintzberg (1983) defines politics
as individual or group behaviour that is informal, ostensibly parochial, typically
divisive, and above all, in the technical sense, illegitimate: it is sanctioned neither
by formal authority, accepted ideology, nor certified expertise. By this definition
every organization will be a political ground in which turf wars are endemic
(Buchannan and Badham 2004). Shaffritz, Ott and Jang argue that Influence, as
well as the power and political activities through which influence is acquired and
maintained, is the primary “weapon” for use in competition and conflicts. Thus,
power, politics, and influence are essential and permanent facts of organizations.

In SKM the key factor for having a greater influence or power than others was the
profitability of a business unit. If a business unit was more profitable than the
other business units, then that business unit had more influence. If a business unit
can demonstrate growth then clearly it has strong political influence and is
rewarded for it. Consequently such a business unit has greater access to the scarce
investment resources available to the firm. However KB says that
So that sends a big message back to the business to say that lobbying and
fighting and politically trying to influence an outcome isn’t the way it’s done
at SKM.

Uncertainty and Coping
Uncertainty is defined as a lack of information about future events, so that
alternatives and their outcomes are unpredictable. Uncertainty is often related to
different types of ambiguity in the setting (Kramer, 2004). However, ambiguity
does not necessarily result in uncertainty. The experience of uncertainty is
influenced by the ambiguity in a situation, but not determined or controlled by it
(Kramer,2004). The definition of uncertainty and ambiguity are various in the
literature; however, in this research Colman and Pulford’s (2007) definition was
taken into account. Colman and Pulford state that uncertainty is more commonly
called ambiguity in the contemporary cognitive science literature. Strategic
ambiguity is defined as the contractual incompleteness arising from limits on
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public verifiability of aspects of performance, combined with strategic
opportunities created by contract terms (Bernheim, 1998).

Coping is defined as effectively dealing with uncertainties. Organizations need to
deal with uncertainties for adequate task performance. SCT states that the
relationship between coping and uncertainty is important for power. Strategic
contingencies arise in part from uncertainty, and control of them arises from
coping. The findings of this research agree with the SCT where there is a
significant (p < .05) moderate correlation of 0.535 between Power and Coping at
the group level. On the contrary it was found that as a dependent variable, Power
has a moderately negative correlation of -.557 with Uncertainty at a significant
level (p < .05). Based on the analysis of this research it was clear that Workflow
Immediacy and Coping have positive relationships with Power, whereas
Uncertainty has a negative correlation. Similar to strategic contingencies theory,
resource dependence theory focuses on subunit power and hypothesises that
power is a positive-sum game for those that have control of critical resources—
using the power these resources bestow, they can acquire yet more resources, to
leverage more power. (Pfeffer and Salancik 2002).

Crozier and Friedberg (1980) subsequently revisited the links between power and
uncertainty as a critical resource; they noted that members of an organization meet
each other in spaces that offer relatively open opportunities for control of rules
and resources. People do not adapt passively to the circumstances that they meet;
they use these circumstances creatively to enhance the scope of their own
discretion, through shaping and bending rules and colonizing resources. Power is
still seen in terms of the control of uncertainty as it is played out in daily struggles
over the rules of an uncertain game. Clegg et al (2006) note that there is no doubt
that uncertainty—as well as the other contenders for strategic resource status—
can be a source of power, but not in a context- independent way. What counts as a
resource can be made to count only in specific contexts.

Uncertainty arises because organizational goals are set for future events on the
basis of the best knowledge available at the time; however, environmental factors
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change over time. After the transition there was a lot of uncertainty in SKM:
SKM employees were affected by these uncertain conditions for a while. As SKM
was growing rapidly there were many new people in the company and long-term
employees were uncomfortable with this growth and were sceptical about the
advantages of moving to a matrix structure. There was some uncertainty about
roles and responsibilities in the business unit way of working.

Uncertainties that are critical to the future of the organization can generate
different outcomes than planned. Thompson (1967) states that uncertainty appears
as the fundamental problem for complex organizations, and coping with
uncertainty, as the essence of the administrative process. From this perspective,
one of the issues in transition was actually to persuade a wider group that this
change was needed, as many people were unsure about what the change would
mean to them as an individuals.

In focussing upon the changing nature of organizational environments, Thompson
notes that there is a need to protect the technical core that operates in this dynamic
environment. In order to reduce uncertainty he suggests sealing off the operating
core business from the environment so that the operating activities can be
protected. On the contrary Davenport and Leitch (2002) argue that creative
responses can be generated during a period of major system restructuring by
employing strategic ambiguity in order to delegate considerable authority to
stakeholders. Clegg et al. (2002) argue that organizations have a tendency to adopt
a control mentality, when the organizational goal is well defined and when
stakeholders are supportive or at least compliant. SKM’s transition from
traditional structure to the matrix caused uncertainty and strategic ambiguity.

Change
Buchanan and Badham (1999) note that any organizational change will involve
potential changes and threats for existing power relations. The SCT indicates that
different subunits travel different routes to power at different times, as the
circumstances in and around organizations change. Every type of change has an
impact on power. As change creates uncertainty and ambiguity, coping with the
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uncertainty that ensues creates power. Crozier (1964) was one of the first theorists
to alert organizational analysis to the links between power and uncertainty.
Stewart et al. (2005) note that Crozier (with Friedberg 1980) subsequently
revisited the links between power and uncertainty as a critical resource. Change,
uncertainty and power are all related to each other. In this study the reasons for
SKM moving from a traditional structure to a matrix are discussed in detail in
section 5.1.1.

The literature on change is extensive and often based on more prescriptive and
little empirical evidence (Dawson and Webb 1989). Broadly, organizational
change can be seen to be an effect of the natural lifecycle of an organization, or as
a result of external or internal pressures. Davis and Lawrence (1977) explore the
reasons for organizations moving from a traditional to a matrix structure by
examining change conditions and their connections to structures, systems and
behaviour. They identified three basic conditions for the emergence of matrix
structures; first, outside pressure for dual focus; second, pressure for high
information-processing capacity and third, pressure for shared resources.

The present study investigated the change process in SKM as a case study, thus
providing a detailed view of the transition to the matrix structure. Stephan et al
(2004) explore the various change models and present a composite model of the
change process:

1.

Recognise the need for change (internal and external scanning)

2.

Diagnose organizational readiness for change and likely effects (+ and
—) on the organization’s affected parts

3.

Identify likely sources of resistance

4.

Set overall goals and vision for change

5.

Educate and enthuse people about the change, giving special emphasis
to (3)

6.

Get involvement

7.

Identify specific change targets

8.

Clarify and decide on specific change approaches/techniques
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9.

Implement change

10.

Support change (pick up the disaffected early, reenergise the change
agents)

11.

Evaluate change.

I examined the whole change process in three stages: before, during and after
transition and will now address SKM’s change model, interpreted through the
qualitative data analysis, in relation to this framework.

The first stage involved exploring the reasons the decision was made to adopt the
matrix structure. The most commonly mentioned theme, expressed by 42% (11)
of the 26 persons interviewed, was the internationalisation of the business and the
nature of competitive threats from other major international companies. Dunphy
and Stace (2001) argue that, by the turn of the last millennium, the boundaries
around the traded goods sector and the financial economies of both Australia and
New Zealand had been fundamentally reshaped. In that sense it was imperative for
internationally active organizations to develop enhanced global capabilities.
Transferring to a matrix structure was seen as a viable solution to issues of
globalization by SKM’s senior managers.

The second most agreed upon reason for the organization (SKM) moving from a
traditional structure to a matrix, mentioned by 38% (10) of the interviewees, was
the organic growth of SKM, both in size and geographically. Size is one of the
themes that has been a central issue of the contingency approach by theorists such
as Woodward (1965), Katz and Khan (1978), Chandler (1962), Burns and Stalker
(1968), Thompson (1967), Lawrence and Lorsch (1967) and Pugh and the Aston
Group (1976). Mintzberg (1979), in accord with contingency theory findings,
claims that increasing the size of an organization requires it to adopt more
formalised structures.

Stace and Dunphy (1990) explore the change process in Australian organizations
and developed a matrix of possible change styles based on their empirical
research. Their model, as shown in Figure 6.4, suggests four styles of change:

165

coercive, directive, consultative and collaborative with four scales of change, fine
tuning, incremental adjustment, modular transformation, corporate transformation.

Figure 6.4: Directions of change
Source: Doug Stace and Dexter Dunphy (1994) Beyond the Boundaries, Sydney:
McGraw-Hill.

SKM’s transition to a matrix structure, according to this model, should be seen as
a

charismatic

transformation.

The

main

characteristics

of

charismatic

transformation are radical redefinition of business strategies, building of
widespread workforce commitment and anticipatory change. Typically used
intervention tools for a charismatic change are organic restructuring, new strategic
intent, new executive recruits, symbolic communication and building crossfunctional teams. SKM redefined its business strategies In order to respond better
to their global business needs, successfully transformed to the matrix structure by
building their previous regional structure horizontally, with the five business units
running across the globe under the leadership of CEO Paul Dougas.

The second stage was concerned with issues that arose during the change process
and the strategies applied by SKM’s senior managers to resolve these issues for a
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successful transition. As discussed in section 5.1.2, the themes emerging during
the transition to the matrix structure were people, reporting, communication and
systems. The other common barriers which are defined by Taylor (1987) are
emotional, cultural, cognitive, perceptual and environmental blocks. Emotional
blocks are associated with uncertainty about what to do whereas cognitive blocks
are related to the inability to use appropriate information and language. Cultural,
environmental and perceptual blocks are similarly seen as interferers in the change
process.

Similarly, Markus (1983) identifies four broad classes of resistance to change:
people focused resistance; system focused; organization focused, and politicalfocused. People-focused resistance resides in individuals due to their
psychological differences such as attitudes, values and perceptions. Systemfocussed and organizational focussed are linked to each other as, where the new
systems do not integrate with the organization structure, they act as an obstacle to
change. Politics-focused resistance emerges from the organization’s power
structure where a group or an individual is in danger of losing its power due to the
introduction of a new system. Issues that arise can be handled in a number of
ways; SKM used a process of a six stage communication strategy that involved
very close performance monitoring of the business by a continuous dialogue
between the OCMs, GMs and RMs to try and resolve issues arising in the change
process.

The impact of transition is explored in the final stage which is discussed in
sections 5.1.3.2 and 5.1.3.3 and organized around what were seen as the main
advantages and disadvantages of the matrix model after the transition. Evaluation
level of success has been measured with the growth of the organization. SKM,
with a grow rate of 36% per year after the transition, is considered a highly
successful organization by BRW and other influential business circles.

Complexity
Complexity emerged as one of the disadvantages of the matrix structure; a finding
whose interest must be seen in terms of the implicit contrast organization
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members make within the matrix structure, The complexity of reporting has been
expressed by 38% (10) of the interviewees as one of the main difficulties of the
matrix structure. The matrix reflects the complexity of the customer’s world;
therefore, matrix relationships introduce complexity. SKM, growing globally, has
offices spread all over the world. The transition to a matrix structure was quite
challenging as people had to report to a manager or leader in a different
geographic locations. The complexity of the matrix structure manifested itself in
inefficiency reflected in competing demands on employees by their managers.
Consequently, the overheads for these business units were somewhat higher, due
to these competing demands. Another form of competition was also seen over
who had access to the best resources. The main difficulty was in prioritising
resources when they were scarce.

Anderson (1999) says that complex organizations exhibit surprising, nonlinear
behaviour. In this regard he notes the following.
Although organization scientists have studied complex organizations for
many years, a developing set of conceptual and computational tools makes
possible new approaches to modelling nonlinear interactions within and
between organizations. Complex adaptive system models represent a
genuinely new way of simplifying the complex.

Complexity theory was developed from the idea that simple rules (structures
principles), with a design or grammar are the source of the greatest variety and
flexibility in the universe. The theory has been demonstrated and further
developed by experiments made possible by highly elaborate computer
simulations (Wood, 2000). Recent research suggests that complexity, life and
intelligence arise at the boundary between order and chaos, where complex
systems are both stable enough to store information and to transmit it, and hence
be spontaneous. Complex adaptive systems grow complex structures such as the
matrix. .

Pascale (1999) introduced four new principles derived from complexity theory
that provided a framework for complexity. The first principal is equilibrium
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equals death. The second is that self-organization is important. The third principle
is that complex tasks need more complex problem solving processes. The last
principle is that complex organizations can only be disturbed, not directed. These
principles provided a prescription for more complex, chaotic processes. Applying
complex adaptive systems models to strategic management leads to an emphasis
on building systems that can rapidly evolve effective adaptive solutions. In this
context the matrix organization structure is considered to be a viable option,
because of its ability to deal with complexity. It is interesting that complexity was
found as one of the weaknesses of matrix organization: dealing with complexity
through complexity proved to be difficult. As Clegg et al. (2002) argue, in the face
of complexity, organizations have a tendency to adopt a control mentality. A
clarity-based strategy involving clearly stated directives to stakeholders from
whom action is required may be successful in such cases. Conversely, when the
goal is less clear, and when achievement of the goal requires a creative
engagement between the organization and its stakeholders, strategic ambiguity
may be more appropriate. SKM managed the complexity that arose during
transition to the matrix structure, through the clear strategic goals and objectives
that was defined by S3TBU-SC.

Performance
Performance is defined as the total effectiveness of the firm measured in terms of
categories that reflect the unique purpose and direction of the firm’s business.
Effectiveness is considered an external standard applied to the output or activities
of an organization, whereas efficiency is considered an internal standard of
organizational performance. Pfeffer (2003) argues that effectiveness and
efficiency are used and often misused to analyse and describe organizational
behaviour. He defines effectiveness as an external evaluation of what the
organization is doing and distinguishes effectiveness from organizational
efficiency by defining it as an internal evaluation of the amount of resources
consumed in the process of doing this activity.

Performance measures vary from high-level, strategic measures, such as market
share or customer satisfaction, to low-level, operational measures, such as cost per
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unit. In this research organizational performance was measured not simply in
terms of financial indicators but was considered in terms of a number of
outcomes: long-run level of profitability; growth rate of sales or revenues;
employee morale, job satisfaction, and commitment to company’s objectives;
financial strength (liquidity and ability to raise financial resources) and public
image and goodwill. In avoiding problems of a matrix structure, the third
commonly mentioned theme was achieving measures of success that were not
only financial but also had a social as well as sustainable dimension.
Organizational performance has been correlated with the coordination between the
different groups in the organization, dealing with conflicts among multiple
sources of authority, highly developed skills, balance of power between the
divisions and reward political skills as opposed to technical skills.

Davis and Lawrence (1977) see organizations as under considerable pressure to
achieve economies of scale in human terms at the same time that they are subject
to high performance criteria in terms of both costs and benefits that require them
fully to utilise scarce human resources and meet high-quality standards. When
performance pressures are real and strong, the need arises to utilise expensive and
highly specialised talents to the full. High performance will result from high
utilisation and effective sharing and redeployment of such talents among specialist
groups. According to BRW magazine (December, 2008 issue) SKM is a high
performing company in terms of revenue ranking 307 (336 in 2007). The findings
of this research also reveal that SKM’s performance significantly increased after
the transition, as shown in figure 3.2 and is still continuing to grow. As the
economy has grown, SKM has been well placed to take advantage and SKM’s
profitability has also increased as a result of being a more efficient organization.
SKM’s performance is measured and tracked periodically against a range of predefined Key Performance Indicators (KPI's) using a Balanced Scorecard method
which covers three major areas; client satisfaction; workload pipeline and
financial.
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Communication and Training
Organizational communication is a central yet relatively neglected theme in
organizational studies (Clegg et al. 2005). Schultz, Hatch, and Larsen (2000)
define the concept of the “expressive organization” as one in which
communication is taken into account as a vital part of every organizational
activity. Communication in such expressive organizations creates networks of
people who have the power to discuss problems and elaborate possible solutions.
Once any organization is formed to do work that is “too big” for individuals alone
to accomplish, it must pay the basic price of organizing—it must establish and
maintain a network of communication channels among members. Organizational
communication at every level internally and externally is important; for example,
Cohn Mitchell (2002) argues that even though branding and marketing
communication is usually directed toward the environment it also affects
employees.

In this context SKM believes that communication needs to be effective at every
level. To achieve the objectives of the transition there was quite a prolonged
period where the implications of the shift to a matrix structure within the
organization had to be communicated clearly. Thus, during the transition there
was actually a reasonable degree of communication. Being able to communicate
with the regional managers and the op centre managers, with the business, the
global market stream, saw the reasoning for the whole transition process
communicated in an attempt to penetrate down to every level in the organization.
Certainly, as asserted by Eisenberg (1984) clarity is only a measure of
communicative competence when the communication goal is to be clear.

To communicate effectively a four level of proficiency in communication has
been expected from SKM employees. Level one proficiency involves with
listening effectively and clearly presenting information that fosters two way
communications. Level two proficiency involves with adapting communication to
others that includes responding to and discussing issues/questions project
progress/difficulties in an understandable manner without being defensive. Level
two also involves with demonstrating influence, building support for ideas,
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presenting alternatives and recommendations persuasively. This includes building
on successful initiatives and best practices internal and external to SKM to gain
acceptance for ideas and developing credibility through expertise that provides
accurate, convincing and reliable answers, establishing self as a knowledgeable
person. Level three involves with communicating complex messages by using
varied communication systems, methodologies and strategies that promotes
dialogue and shared understanding. Level four involves with communicating
effectively about sensitive and/or complex subjects of strategic importance for
SKM and the client that includes taking a strategic approach to communicating to
achieve specific objectives (e.g., considering such aspects as the best message and
how to present it, including the timing and mode of communication). Level four
also involves with designing complex influence strategies including gaining
support by capitalising on understanding of political forces affecting SKM and
taking multiple actions to affect the outcome of complex situations.

According to Davis and Lawrence (1977) only when a special combination of
circumstances occurs does it lead to very high information-processing
requirements. Simultaneous diversification of both products/services and markets,
and increased complexity of an organization’s tasks require a major multiplication
of information processing. More interdependence among people on any one issue
and the kinds of demands placed on the organization also require greater
information-processing load.

Davis and Lawrence (1977) note the requirement for high information-processing
capacity among organizational members. SKM’s successful transformation to a
matrix structure was achieved by effective communication that sought to address
the issues raised by Davis and Lawrence (1977) at every level in the organization.
Furthermore SKM expects effective communication from its employees at every
level.

Senge (1990) believes that organizations that learn by tapping into individual and
team potential and through systems thinking will have a competitive advantage.
Training that reinforced desired knowledge, also a type of power, was a very
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important factor in building a sustainable future for SKM. SKM needed to be
better at sharing knowledge and innovation in order to use its resources widely,
and it needed to cooperate more effectively across geographies in order to
increase efficiency. Ongoing skill development was supported by Senior
Management, and employees have access to an extensive framework of internal
and external learning programs. Senior managers were aware of the importance of
workplace learning taking place in parallel with SKM’s global growth. Companywide training programs were used as a forum for connecting people and divisions
within the organization. Extensive learning and development programs were
designed and developed that include educational programs, structured workshops,
team development, external programs, accreditation, other structured learning
including mentoring and coaching and work place experiences.

The concept of a community of practice (often abbreviated to CoP) refers to the
process of social learning that occurs and the shared sociocultural practices that
emerge and evolve when people who have common goals interact, as they strive
towards those goals. Wegner, together with anthropologist Lave (1991) used the
term in relation to situated learning as part of an attempt to "rethink learning" at
the Institute for Research on Learning. Wenger describes CoP in terms of the
interplay of four fundamental dualities: participation vs. reification, designed vs.
emergent, identification vs. negotiability and local vs. global although, possibly
because of the possible link to Knowledge Management, the participation vs.
reification duality has been the focus of most interest. Wenger’s (1998, 2002)
notion of “communities of practice” is stresses the importance of joint enterprise,
relationships of mutuality, and a shared repertoire.

The CoP concept was introduced to SKM in March 2006 as part of its education
process. In SKM CoP was not regarded as just another management tool; it was
seen as an independent forum in which members could discuss what they do.
SKM management sponsors CoP activities and has a CoP coordinator who is
responsible for driving the activities of the CoP members. The SKM CoP is a
group of people with a similar interest who interact regularly, creating a sense of
‘community’, to discuss what they do and how they could improve. Over time,
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members understand what skills the group has and feel comfortable asking for
advice or help. A CoP allows people to learn and share knowledge for mutual
benefit and also helps to avoid the divergence of procedure and standards that can
occur when people in similar positions work in isolation from each other. A CoP
might be composed of informal networks that depend on the group’s members to
initiate and sustain, or it can be formalized with dedicated budgets and
administrative support. The community manages the knowledge of its members
because it understands what knowledge is important to them and also seeks to
understand what knowledge is lacking in the community and thus is able to
address gaps in training or recruitment. Communities can then create helpful
knowledge ‘banks’ of information. In a CoP informal mentoring often takes place
between more and less experienced members.

The Practice Leader role was also introduced; Practice Leaders were responsible
for developing and nurturing SKM’s leading skills in their nominated Practice
Area, and the appropriate technical reviewers from across the breadth of SKM’s
expertise would be chosen for this role. The role involves a range of activities
from contributing skills to projects and proposals to the preparation of technical
documentation and mentoring other staff. Practice Leaders were expected to
develop and maintain informal networks across the business, including
contributing to Communities of Practice.

SKM’s core message "achieve outstanding client success" became the focus of all
SKM’s external communications. In order to enhance SKM’s image, branding
was promoted by the marketing team. Branding is defined as the set of physical
attributes of a product or service, together with the beliefs and expectations
surrounding it – a unique combination which the name or logo of the product or
service should evoke in the mind of the audience. Branding expresses what and
who an organization is. Olins (2000) and Hatch and Schultz(2001) identified
several reasons why branding is a key to success for a business. First, brands
make choice easier. Second, brands bring consistency and continuity to the
consumer life. Third, brands help the consumer to make up their own identity.
Fourth, corporate brands reduce costs. Successful branding involves customers
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and creates a relationship between them and the company. Branding aids
interacting with the public and communicating an organization’s values and its
contribution to society. SKM’s new brand promise was to achieve outstanding
client success by presenting a consistent image.

Clear Roles and Responsibilities
Role responsibilities are defined as the tasks to be performed that will close the
gap between the current state of the work and the desired end states. Changing
into a matrix structure has considerable implications for roles and responsibilities.
Morris and Pinnington (2002) suggest that to understand the nature and direction
of change in organizations of professionals it is necessary to explore links
between occupational and organizational change. In SKM all the key roles and
responsibilities were defined clearly by the stream of people in the change
management team before the transition. However, there was a conglomeration of
roles and responsibilities that was not clearly defined in terms of business units,
regions or functionality, where a lot of responsibilities and authorities lay.

As discussed earlier, delegation of authority is a function of the power
relationships between an organization and its stakeholders. In Clegg’s framework,
the social relations between an organization (agency) and its stakeholders
constitute the perception of that central organization’s ‘agency’ and are the result
of the organization’s previous power relationships. In Clegg’s (1989: 201) second
circuit of power the mode of authority delegation becomes increasingly important
to the resulting social relations and outcomes. It is obvious from this study that
before moving into a matrix structure the rules for delegation of authority need to
be looked at and to be defined in order to allocate the responsibilities to be taken
by each of the matrix streams.

SKM restructured its business along business unit lines in order to respond better
to global business needs. SKM established five business units, each led by a
General Manager. The organization structure also divided into four geographic
areas and each area had a designated COO. The business units were comprised of
Operation Centres in the four regions.
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As traditional structures are replaced with the new complex organizational forms
such as the matrix, people often struggle to understand how their companies work.
In a matrix form, the product or business unit that contains a diverse set of
members is led by a BU manager who has the responsibility for assuring the long
term profitability of their business. Goold and Campbell (2003) point out the
importance of clarity about BU responsibilities, particularly in parts of the matrix
where the resources are shared. They claim conflict about the responsibilities
between the BUs cause damage in many matrix structures.

Most organizational theorists from the classical school have focussed their
attention on the structure of organizations and their production processes (Shafritz
et.al 2005), while similarly, modern structural theorists have also been concerned
with production processes; however, research needs also to reflect the increased
influence of rapidly changing environmental factors that organizations have to
interact with, such as different markets, regulatory environments and the
economy. SKM has become one of the leading global engineering consulting
companies operating successfully in areas such as the environment, sustainability
and globalization, areas it has moved into rapidly as it has been influenced by
rapidly changing environmental and economical factors. One of the parameters of
its success is that the authority line in its matrix structure is clearly defined. The
CEO established a clear delineation of the lines of authority by giving total
primary responsibility to the business unit general managers.

Henry Mintzberg (1983), who emerged as one of the most widely respected
“modern” organizational theorists, developed a new model of organizational
structures by building on some of the conceptual ideas of James D. Thompson
(1967). His model comprised five basic parts of organizations. The operation core
consists of the employees who perform the basic work related to the production of
products and services. The strategic apex consists of top-level managers who are
charged with the overall responsibility for the organization while the middle line
consists of managers who connect the operating core to the strategic apex. The
techno structure consists of analysts who have the responsibility for developing
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the programs, procedures and rules which standardise the work of the
organization. Support staff comprises people who fill the staff units that provide
indirect support services for the organization. He argues that any of these five
parts can dominate an organization and where each dominates a different
organizational form emerges.

It is difficult to apply Mintzberg’s framework to complex structures such as a
matrix organization where the dominant part of the structure is quite often
ambiguous (Linstead et al. 2004). Tofler (1986), in her study of US managers’
dilemmas, found that managers usually wanted to do what the organizational
elites regarded as ‘the right thing’, but were uncertain of their responsibilities,
unsure about what to do, and often felt unable to put their preferred solution into
practice. In SKM in the transformation to matrix structure the business units
became the dominant part of the organization with prime authority, while the OpC
remained the profit centre accountable to the BU as well as the region.

Avoiding a Silo Mentality: the question of interfaces between business units.
Past findings indicate that the silo mentality inhabits high quality decision and
impedes the coordination and the collaboration required to function in the matrix.
The silo effect, named after the wheat silos that dot the countryside comes from
tall, rigid silos, linked to each other and dependent upon other parts of the silo for
stability, but each part is virtually self-contained and are not interconnected.
Similarly, in organizations with a silo mentality, most employees feel that they
owe their main allegiance and responsibility to their own boss or department,
rather than to someone else concerned with another stage in the production
process, leading to many communication breakdowns (Robbins and Barnwell,
2006). One of the reasons for SKM to move away from a strict regional structure
to a matrix was definitely to overcome the silo problem There was recognition by
senior managers that in the regional structure people tended to work within their
own region and not cooperate across the rest of the business.

The interaction with other business units and understanding of their capabilities
was thought to be an important issue in order to breakdown this silo mentality.
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The senior management, needed to look at sharing resources between cities and
states, to get more leverage for larger projects. This involved getting opinions
from people across the whole organization and at the various levels that required
effective interaction between business units.

Effective Transition
The transition to the matrix structure was managed quite well in SKM. However,
during the transition there were some issues that arose, concerning people,
systems, reporting and communication. An effective transition to matrix structure
requires dealing with these issues and understanding people and their needs.
SKM’s transition took two to three years to actually shift the strength of reporting
from regional managers across to general managers. Furthermore people still
responded in their traditional structure for a long time afterwards Davis and
Lawrence (1977) note the substantial fluidity in the positions people take that can
generate conflict between individuals. They suggest the confronting-problem
solving approach for an effective matrix. In SKM the people issue was managed
by carefully selecting those thought to be the right people and appointing them
into the general manager roles that were clearly defined. After the transition, the
relationship between OCMs, GMs and RMs, was monitored and supported, thus a
continuous dialogue between the GMs and RMs was provided. In the first three
years of transition the general managers struggled with the reporting – another
issue to be dealt with

Kottler and Schlesinger (1979) advise seven tactics that managers may use during
the transition. These are education and communication, participation, facilitation
and support, negotiation. As the marketing guru, Kottler (2000) suggests, there are
six steps for an effective communication plan. These steps include identifying
target audience; defining communication objectives; designing the message;
selecting communication channels; deciding on the communication channel; and
measuring the communication process’s results. Among these tactics education
and communication was successfully applied during SKM’s transition, and were
continuously revisited and enforced across the business units and the regions.
Furthermore facilitation and support were offered to the senior people whose roles
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were affected with the transition. In addition the benefits of the new structure and
the process were explained to all other staff, as part of the transition
communication plan.

Culture
Transition to a matrix means considerable change for individuals, and the sum of
these individual changes means cultural change. Organizational culture is often
defined as the deep, basic assumptions and beliefs that are shared by
organizational members. According to Kilmann, Saxton & Serpa (1985),
organizational culture is a social energy that moves people to act. There are
various approaches to defining and studying culture as a concept that has resulted
in considerable debate about what is the essence of culture (for example Barley,
Mayer, and Gash, 1988; Martin and Frost 1996; Ott, 1989; Smircich and Calas,
1987). This debate while it testifies to the importance of culture as a concept, at
the same time creates inconsistency in using this concept (Schein, 1993). Some
writers have seen culture as the great unifier in organizations, others have seen as
the great divider. In this context SKM has developed the “right kind of culture”
through the years that had an important contribution to its success.

Excellent cultures have been seen to deliver outstanding financial success.
SKM’s client service improvement initiative, Exceptional Service Plus program,
developed after the transition as one of the most significant initiatives critical in
differentiating Sinclair Knight Merz from its competitors. What makes cultures
excellent are core values and presuppositions widely shared and acted on (Peter
and Waterman 1982; Deal and Kennedy 1982 and Schein 1997)? SKM’s culture
is based around personal and team values of competitiveness and challenge, high
professional standards, safety, controlled risk taking, and steady wealth creation.
SKM had a very strong organizational culture stressing ‘best behaviours’. The
Exceptional Service Plus, or ESp program seeks to put the clients' interests first
and to engage SKM’s clients by setting expectations and then ensuring SKM
deliver to these expectations. The clients were not just external they also included
the internal people who work for SKM.

179

Following the successful transition to Business Units, in November 2006, SKM’s
Major and Key Client Managers group introduced the Relationship Clients First
model which was embedded into the way they do business – working smarter with
fewer clients who need SKM as much as they need them. The fundamental points
of this model were three fold. First, raising the authority and status of the RCM
role. Second, putting client management accountabilities and KPIs into place.
KPIs for client and operations management were aligned to the components of the
Balanced Scorecard. Third, developing the metrics required to measure SKM’s
success.

SKM had a group of around 270 organisations as ‘Relationship Clients’ defined in
terms of two levels – Major Clients and Key Clients. All of these organisations
were expected to be the most valuable clients to the firm in the medium to long
term and were subject to a return on investment evaluation. GM approval was
required before an organisation was officially classified as a Relationship Client.
SKM’s approach was to develop business by aligning projects to the particular
needs of their clients utilising the global skills available, not just the skills of a
single Ops Centre. It was the responsibility of the RCM, at all levels of the
Relationship Client hierarchy, to offer and deliver on SKM’s full skill set to meet
the particular needs of their client.

One of the fundamental goals of Relationship Clients First was to share the
responsibility and accountability across the operations and client management
teams more evenly, strengthening SKM’s business through a more focused client
interaction process and stronger relationships that achieve this goal by reducing
the burden on SKM’s overworked operations and project management teams. The
obvious benefits for SKM was getting access to project portals and satellite teams
that enables local skills to be used on projects for SKMs Relationship Clients
around the world, broadening the scope and increasing the diversity of the projects
SKM people can work on.
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Leadership
The transformation of the matrix structure has been driven by the strong
leadership of the CEO and his management team. Leadership in matrix
organizations involves power balancing, managing the decision context, and
standard setting processes. Despite a substantial amount of research on leadership,
there is still much uncertainty about what is required to be an effective leader
(Kets de Vries, 1993; Higgs and Rowland, 2000; Higgs, 2003). In this study rather
than discussing the main approaches, leadership will be explored in the context of
the top leaders’ roles in securing significant organizational performance. Focusing
on leadership effectiveness from the viewpoint of Bass and Avolio’s (1990, 1994)
transformational/transactional leadership model (Barling, Slater, and Kelloway,
2000; Palmer et al and Stough, 2001; Gardner and Stough, 2002) led me to the
work of Rosete and Ciarrochi (2004), who had investigated the relationship
between emotional intelligence (EI), personality, cognitive intelligence and
leadership effectiveness. EI is defined as the ability to perceive emotion in others
and express one’s emotions; use emotions to guide thinking in self and others;
understand how emotions operate; and manage and regulate emotions in self and
others (Mayer and Salovey, 1997; Salovey and Mayer, 1990).

Rosete and Ciarrochi’s (2004) research has been valuable in understanding the
link between EI and leadership, but it does not examine objective indices of
leadership performance. Sy and Cote (2003) found in their research that emotional
intelligence is a key ability for performing effectively in matrix organizations.
Their framework suggests first, that misaligned goals increase competition among
employees and compared to their counterparts, emotionally intelligent individuals
are better able to align multiple goals in matrix organizations primarily through
managing and reducing unproductive emotions that impede collaboration. Second,
if the roles and responsibilities are unclear compared to their counterparts,
emotionally

intelligent

employees

better

understand

their

roles

and

responsibilities, and help others accept the inherent ambiguities and tensions that
are intended to maintain a beneficial balance between multiple business
dimensions. Third, emotionally intelligent individuals use emotions to guide
thinking that results in quicker and higher quality decisions than their counterparts
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in matrix organizations where their counterparts’ decisions are untimely and
potentially lack quality. Fourth, where a silo-focus is prevalent, compared to their
counterparts emotionally intelligent individuals are more cooperative, foster better
relationships, and build richer social networks that discourage silo-focused
attitudes and behaviours.

The SKM general executive’s had a critical role to play in achieving the transition
to a matrix structure and they sought to establish and sustain a reasonable balance
of power between the business units. They have achieved this result by being able
to align multiple goals in matrix organizations primarily through managing and
reducing unproductive emotions. The research revealed that the new matrix
structure provided greater opportunity for functional and practice leaders. The
leadership style of the business moved away from being directive to influencing,
achieved by introducing practice leaders and communities of practice
mechanisms; thus, practice leaders now had an important role to play in functional
and product skill development. Their skills were available to the entire
organization. Functional leads were responsible for ensuring that the technology
and the procedures were in place.

The SKM general executive introduced the Practice Leader role in order to select
the most appropriate technical reviewers from across the breadth of SKM.
Practice Leaders were responsible for developing and nurturing SKM’s leading
skills in their nominated Practice Area, which involved a range of activities from
contributing skills to projects and proposals to the preparation of technical
documentation and mentoring of other staff. The Practice Leaders were also
expected to develop and maintain informal networks across the business,
including contributing to Communities of Practice. As a result, after the transition
there were careers in each of those directions and there were, obviously, leaders of
each of these matrix streams.
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Collaboration
The importance of collaboration as a key concept for an effective matrix
organization was mentioned by only three people; however, one of these people
was the CEO, who has made a significant contribution in the growth of the matrix
organization. Collaboration is defined as a recursive process where two or more
people or organizations work together toward an intersection of common goals.
Collaboration is typically designed either to advance a shared vision or to resolve
a conflict. It usually results in either an exchange of information or a joint
agreement or commitment to action between two or more parties, such as
organizations. SKM’s CEO, Paul Dougas, emphasised the importance of
collaboration in the matrix structure as essential for maintaining both the regional
and business unit strength been driven by the “One SKM” approach. One SKM is
defined as achieving a sustainable competitive advantage by SKM’s senior
managers. It has been seen as a roadmap to a true strategic partnership with the
client. In order to achieve these partnership two fundamental initiatives were
launched. The first was the strategic global positioning of SKM’s Centres of
Excellence. The second was the ability to offer a suite of specialist skills critical to
SKM’s clients’ success through these centres. SKM successfully implemented
those two initiatives with its major clients on major projects such as Escondida in
Chile and Olympic Dam in South Australia by demonstrating its ability to work
with remote teams.
Collaboration is required in making decisions on strategies and resource
allocation. Evidence suggests that matrix designs need a corresponding change in
organization culture to support greater need for collaborative decision making
(Joyce 1986.)It can result in an exchange of information, a joint agreement, or
commitment to action between two or more parties. In parallel with management
literature the current SKM organizational change leaders have consistently
promoted the notable importance of collaboration between business units; for
instance, Senge (1990) describes learning communities and explains how
important they are in developing systems thinking in an organization, where
shared mission, vision and goals have meaning to stakeholders. Better cooperation
by sharing knowledge across the different disciplines and between business units

183

helped senior management to get a clearer picture. Thus, more people started to be
involved in the decision making process; consequently the quality of the decision
making was enhanced. Josserand (2004) describes the collaborative cultures as a
new level of organizational performance. Josserand, Clegg, Kornberger and Pitsis
(2004) see collaboration as closely tied to organizational values, structure,
politics, human resources culture and practice. Furthermore they note that
collaborative practices contribute to organizational resilience. Their work
demonstrates that although collaboration is not a straight-forward activity it adds
immeasurably to organizational values, structure, politics, human resources
culture and practice. Pitsis, Kornberger and Clegg (2004) studied interorganizational collaboration and devised ten building blocks, taxonomically
arranged as a collaborative synthesis based on agreed upon organizational values,
structure, politics, human resources, culture, and practice. As stated by Clegg,
Kornberger and Pitsis (2004), collaboration is by no means a cheap way of doing
business, but should be pursued “because there is a desire to achieve excellence at
all levels of the project.”
Oliver (1990) distinguished six reasons why organizations might collaborate with
other organizations: The first reason is necessity. Collaboration might be based on
the fact that an organization is working together with another organization in
order to meet legal or regulatory requirements. The second reason is asymmetry.
Collaboration can be driven by the wish to control relevant environments. A
clothes manufacturer might work closely together with its suppliers in order to
exercise control and power over them. The third reason is reciprocity. The
interests of two organizations might be better pursued when they join forces and
form an alliance from which both benefit, such as occurs in a trade association.
The forth reason is efficiency. Obviously, this motivation to collaborate is based
on the idea of improving organizational performance through collaboration. The
fifth reason is stability. Organizations might collaborate in order to maintain a
level of stability otherwise unreachable. And the last reason is legitimacy.
Organizations seek collaboration in order to legitimize their own business. SKM
endorsed collaboration at intraorganizational level on projects and at individual
level within the SKM as one of SKM’s core values. SKM, for instance, works
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together with Greenpeace, which obviously helps them to produce the image of a
caring and responsible company. SKM has also formed alliances with other
organizations in order to achieve project objectives based on an agreed frame. At
an individual level SKM fosters a collaborative environment where employees
voice their opinions and question assumptions. In the recent past, as we have seen,
SKM introduced the One SKM concept as a way of attempting to deliver a
consistent quality in its services reflecting the collaborative approach within
SKM.

Scale of Business Units – Identifying Design Criteria
Moving to the matrix structure requires appropriate design choices. Organization
design is a deliberate process of configuring structures, processes, reward systems,
and people practices and policies to create an effective organization capable of
achieving the business strategy. Therefore understanding the scale of the business
is an important issue when designing the matrix structure. SKM redesigned its
business units to be aligned with the client requirements. The relative sizes of
business units was another important element in designing the matrix structure in
SKM given that the bigger business units tend to get a greater share of the
investment resources based on the established goals of growth and sustainability.

Galbraith, Downey and Kates (2002) define design criteria in terms of the
organizational capabilities that the business needs to have in order to achieve its
strategy. SKM’s matrix organization was designed based on its business needs in
the areas it operates, which cover Australia, New Zealand, Europe, the Americas
and Asia. SKM’s matrix structure initially comprised from five business units
which they were Buildings and Property; Environmental; Heavy Industry;
Infrastructure, and Resources. Having more divisions was not recommended, as it
would create conflict for more people. The key design criteria involved thinking
through how the elusive balance between sufficient and too much structure can be
achieved.
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Sustainability
The business goals of sustainability and growth are recommended for an effective
matrix organization. In order to meet the needs of clients SKM set goals for
sustainability and growth; having long-term sustainability of the organization was
important for SKM. Sustainability is a concept describing mankind’s ability to
create a world for humans and non-humans that environmentally, socially, and
economically provides for a current population’s needs without damaging the
ability of future generations to take care of themselves (Dunphy and Griffiths,
1998), (Blackburn, 2007). The sustainability concept is often tied to the espousal
of “green” values, which are becoming increasingly mainstreamed in the wake of
the Kyoto Treaty and the realization that sustainable production is equivalent to
more efficient production (Clegg, Kornberger and Pitsis, 2004).

SKM senior managers believe the company’s success should be judged more on
their strategy for sustainability of the business rather than necessarily what profits
a certain business unit is making in any given year. SKM’s vision is to deliver
projects that by their nature define what it means to be sustainable – in terms of
economic, social and environmental outcomes. In this regard the CEO says

“We are using the planet’s natural resources way beyond sustainable levels.
This is resulting in serious degradation of our environment that requires
urgent and co-ordinated action across the world.”

SKM managers recognise that while improving the efficiency of resource use and
mitigating environmental impacts are important aspects of becoming more
sustainable, SKM managers know that what society really requires is a
fundamental step change in the nature and effectiveness of development. For these
reasons SKM managers’ approach to sustainability is to embed sustainability into
their approach to each and every project, to the choices of projects to work on, and
the clients they work with. SKM as a business is committed to making a positive,
companywide contribution to sustainability through its service delivery to clients.
Since the late 1980s there has been increasing recognition that a global effort is
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required to solve the environmental problems that can no longer be solved at the
national level.

Reward Mechanisms
The reward mechanism is required to encourage the appropriate behaviours in the
organization. Every organization has a different definition of success. SKM’s
Reward Mechanisms is an interesting one in that people are rewarded with shares,
not necessarily based upon the matrix structure but more upon their perceived
loyalty to the organization. According to Galbraith, Downey and Kates (2002) an
aligned reward system reduces internal competition and the frustration and
diffusion of energy that comes when people are given competing goals.
Performance measurement, compensation, and reward and recognition programs
can be designed to encourage and motivate people to demonstrate the desired
behaviours and to adapt flexibly to change when new organizational goals and
outcomes need to be achieved.

In order to ensure that SKM shares its success by rewarding top individual
performance a rewarding framework has been developed. When excellent
performance is acknowledged and rewarded, people are motivated and continue to
perform at a high level. For this reason, the Sinclair Knight Merz reward and
recognition philosophy is to provide a positive, professional environment where
employees can achieve their professional ambitions and receive rewards based on
their contribution. SKM rewards and recognises its employees through base
salary, incentives and bonuses, benefits, scholarships, and awards for excellence.
How people are measured and rewarded influences how they carry out their work
each day. The challenge of designing measurement and reward systems is to
motivate and reinforce behaviours that add value to the organization.

Client Relationships
By separating regions and functions in operation, SKM was able to have a better
client focus and became more attractive to global clients such as BHP, Rio Tinto
or Leighton Contractors. The Client Relationships model was introduced in 2006
and was planned to develop mutually profitable and long term relationships with
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clients. SKM had to amend the structure over time to develop ‘relationship client
managers’ and ‘key client managers’, because the business unit general manager
just couldn’t cope with such a widespread group of people. Therefore, in order to
handle this issue, SKM had section managers and client managers who reported to
the business unit manager. The client managers were given the task of winning
contracts from and delivering work for clients, even though they did not have
resources: thus, they had to be very good at working with the resource managers
or op centre managers and section managers.

Relationship Clients First strategy sought to re-cast client satisfaction as a lead
performance indicator in SKM’s business, in which the Balanced Scorecard
became an integral element of the Relationship Clients First strategy. The
balanced scorecard was developed by Kaplan and Norton (1992) in order to
provide an integrated measure of organizational effectiveness. During the 1990s,
the concept of the ‘‘balanced scorecard’’ took hold as a way to broaden business
metrics beyond financial measures and build a comprehensive view of the
operational measures that impact business performance. The balanced scorecard
attempts to view performance in several areas simultaneously and identify not just
results but also how the results were achieved. Kaplan and Norton identified four
basic components for measuring organizational performance.

The financial component of BSC measures profitability and the rate of return on
assets. The customer component BSC measures time to delivery, product utility,
and performance and services which, when combined, show how the product and
service contributes to creating value for custom. The internal component is a
process-driven measure, examples of which may include on-time running, quality
attainment, and availability of equipment and costs of production. The innovation
and learning component is associated with the ability to develop and introduce
new products of value to clients and measures continuous improvement and
production effectiveness.

Historically, SKM’s business had been run around profit and loss reporting as a
primary business driver. The introduction of a Balanced Scorecard signified a
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shift away from an internal financial reporting focus to one externally focused, to
ensure that SKM met the needs of its most valued clients. The Balanced Scorecard
was designed to strengthen SKM’s reporting process by integrating its financial
performance indicators with various other performance indicators such as client
satisfaction and workload pipeline. In generating the various measures used in the
balance scorecard, the company seeks to balance various demands with the
capabilities it contains. Consequently, developing the measures becomes a
diagnostic tool – a management technique to align the organization with its
environment and measurement system that identifies whether goals are being met.

Benchmarking
SKM benchmark its organizational performance fairly carefully, referring to
companies that seem to be moving in the same strategic direction, rather than to
companies that are the same size. Benchmarking may be defined as finding out
how other organizations do something better than yours does so that their
practices can be imitated and perhaps improved upon. More formally, Camp
(1989) calls it “the search for industry best practices that lead to superior
performance”. Benchmarking is now one of the most popular tools for strategic
management that can lead to faster organizational learning. Drew (1997) states
that almost every type of organization is now engaged in some form of
benchmarking study; not all, however, do so with the same degree of rigour and
formalism. Managers seeking benchmarking partners, practical guidance and
information now have many sources of assistance.

In 2001 before its transition to the matrix structure, Sinclair Knight Merz
established an interim Knowledge Management (KM) Steering Group. The group
was asked to develop a methodology for incorporating KM as an integral part of
the company’s systems for Learning and Innovation. While Sinclair Knight Merz
personnel did not fully understand the nuances of KM, the CEO had a broad
vision of what he wanted to achieve. The challenge enunciated to the company
was to build a culture that makes information and knowledge available through a
range of media, facilitating the sharing of ideas, enabling employees to think
together to disseminate lessons learnt (positive and negative) across organizational
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boundaries and promote the values of the company through a willingness to share
ideas and maintain a quest for knowledge. In order to respond to the task given by
the CEO, a Knowledge Management Benchmarking Study was undertaken by
visiting organizations in Australia, USA and UK. This Benchmarking Study
provided a significant input to SKM’s decision making process in transition to the
matrix structure.

Power Distribution
Another key concept introduced in this study is power distribution. The
construction of this concept was based on my interpretation of the data that was
proffered by respondents for avoiding problems that might arise from a matrix
structure or that would enable an organization to take advantage of its strengths.
The concept of power distribution stands in opposition to the notion of legitimate
power being concentrated at the apex of a particular hierarchical structure,
characterizing the silo mentality; from a matrix perspective such a concentration
rather than a distribution of power can make a negative contribution to overall
organizational performance. The distribution of power in an organization can be
affected by different environmental conditions, which in turn affects who
succeeds to administrative positions and what point of view comes to characterise
the organization’s decision-making.

Courpasson (2006) argues that the demand for rules and procedures is an essential
aspect of the distribution of power in organizations. He notes that, typically,
people obey the rules, rather than obeying other people. In this context Clegg
(1989) states that ruling is a ‘sense-making process whereby meaning’ is the result
of contested interpretations, and the rules are not absolute but are open to diverse
interpretation with not all interpretations being equal. Modern structural theories
of organization place high importance on formal rules to ensure that
organizational behaviour is directed toward the attainment of established goals.
Linstead et al (2004) noted that the real benefits of bureaucracy, translated into
terms such as formalisation and standardisation by the Aston School, (a group of
researchers who applied techniques developed in the analysis of personality
structure to the analysis of organizational structure: at the University of Aston
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Pugh and Hickson, 1976), were often seen in terms of setting rules and procedures
that support such things as credentialism, contractual obligations, impersonality
and equity (Clegg, 1990). It would appear from the review above that Clegg’s
Frameworks of Power would be applicable in distribution of power in the matrix
structures, because his framework enables the representation of power
relationships as a dynamic circuit constituted between an organization and its
stakeholders. Mainly, the second circle comes into play when the rules of practice
are changed or destabilized in some way, whether influenced by the central
organization or by ‘exogenous external contingencies’. Altered ‘rules fixing
relations of meaning and membership’ refix the way in which social relations
occur.

The matrix is such a change of rules that can either facilitate or restrict the way in
which productive activity takes place, thus empowering or disempowering
stakeholders that the central organization wishes to influence. It is in this circuit
that the mode of authority delegation becomes increasingly important to the
resulting social relations and outcomes. In reflecting on the power distribution,
this research suggests that the silo mentality that appears as one of the weaknesses
in matrix structure could be prevented through the mode of authority delegation.
Structural approaches to organizations tend to define power as being synonymous
with authority (Shafritz et.al, 2005). In contrast, power and politics theories view
authority as only one of the many available sources of organizational power.
Pfeffer (1981) notes the importance of distinguishing between power and
authority. He argues that the distribution of power within a social setting can
become legitimate over time, so that those within the setting expect and value a
certain pattern of influence.

Kanter (1979) argues that by empowering others, leaders can actually acquire
more “productive power” – the power needed to accomplish organizational goals.
According to Kanter, spreading power means educating people; however, people
need to have power before they can learn to share it. Organizational power can
grow, in part, by being shared. Ideally, each person in a matrix organization would
approach problems and decisions holistically. According to Galbraith (2001)
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assets and HR should be shared easily and deployed wherever they were most
needed. Galbraith in this regard says that
Unfortunately, this doesn’t happen. Where people are placed in the
organization shapes their worldview. They advocate for positions that reflect
their particular perch in the organization. When views collide it is often left
for senior management to sort out.

Figure 6-3 illustrates how different lateral mechanisms shift power from one
dimension to another. Galbraith (2001) notes that matrix relationships force all of
the parties in the matrix— the two ‘‘bosses’’ as well as the people they manage—
to give equal weight to multiple perspectives. It is evident from this figure that
matrix relationships introduce complexity. Selection decisions are more complex,
goals have to be set jointly, and evaluations are conducted by multiple managers.
Galbraith (2001) argues that balance has to be maintained between both
dimensions. The organization and its individuals must have the ability to surface
and manage conflict productively without having continually to escalate to the
management level above decision-making. Ideally, the matrix is a transitional
structure— a way to build ‘‘matrix thinking.’’ Matrix thinkers are comfortable
with having a foot in two or more worlds at one time without having to formally
report into two places.

Therefore a new proposition derived from this discussion is that:

The greater the power balance between product and functional forms, the
greater the performance.

6.5

A Model for an effective change: organizational design, transformation

The purpose of this section is to review the change process using existing
literature as the basis for the development of a model that reflects all the phases of
SKM’s successful transformation to the matrix structure.
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The theoretical Perspective
In to-day’s complex business environment, many companies seek to design more
responsive structures to meet global needs. While some studies propose the
concept of structured network (Goold and Campbell, 2003) other studies offered
the idea of a holistic framework as an effective organization design. For example,
the star model (Figure 6-5) developed by Galbraith (1995) consisted of five major
components of organization design.

Figure 6.5: Star Model
Source: Galbraith, J. R., 1995 “Designing organizations: An Executive Briefing
on Strategy, Structure, and Process” San Francisco: Jossey-Bass.

Each point on the star model represents a major component of organization
design. Galbraith (1995) argues that when all points are in alignment, the
organization is at its most effective. He describes the star model as follows.

The structure, processes, rewards, and people practices all support the
strategy. The strategy sets the organization’s direction. The organizational
structure determines where formal power and authority are located. It
comprises the organizational components, their relationships, and hierarchy.
Regardless of how well thought out the organization’s structure, it will create
some barriers to collaboration. Information and decision making must cross
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the borders created by the structure. These can be overcome by designing the
lateral capabilities— the interpersonal and technological networks, team and
matrix relationships, lateral processes, and integrative roles that serve as the
‘‘glue’’ that binds the organization together. To extend the human body
metaphor, the lateral organization functions like the body’s blood, lymph, and
nerves— the connective tissues that transmit knowledge and resources to
where they are needed. An organization’s lateral capability is the extent to
which it can utilize these mechanisms to enhance its flexibility and leverage
all its resources. The design of metrics and reward and recognition systems
influences the success of all other design components. The people point on the
star represents the collective human resources (HR) practices that create
organizational capability from the many individual abilities resident in the
organization.

Galbraith’s framework was firmly grounded in contingency theory and took as its
underlying premise the Lawrence and Lorsch (1967b) conceptualization of the
organizational design problem as one of managing both differentiation and
integration. Galbraith added the importance of information requirements to the
dictum that the best way to organize was contingent upon uncertainty and
diversity. The greater the task uncertainty, the greater the amount of information
that must be processed by decision makers during the task execution in order to
achieve given levels of performance. In this way, alternative organizational
designs were contingent upon the degree of task uncertainty as these represented
alternative capacities for processing information. Galbraith’s framework provided
a justification for the multidivisional firm in that the creation of self-contained
tasks would reduce the interdependence of subunits, and therefore reduce
information requirements. However, his framework was based on limited
empirical study and had little room for alternative organizational forms. He
regarded the matrix as essentially an overlay on what was still a bureaucratic
structure with hierarchically distributed power.

Pettigrew (2000) states that the current resurgence of interest in organizational
form differs from its predecessors in terms of the contemporary blurring of
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boundaries between structure and process. Furthermore, the new organizational
forms literature, while still seeking a coherent theory and paradigm to explain the
phenomenon, marks a distinctive conceptual break from previous design schools
of thought. In this sense, contingency theory suffered from overcomplicated and
abstract constructs, a disconnection from decision variables, and did not deal in
robust, parsimonious ideas (Pfeffer, 1997). The dwindling of interest in the
contingency approach was supplemented from the mid-1970s onwards by new
theories, such as population ecology (Hannan and Freeman, 1977), institutional
theory (Powell and DiMaggio, 1991), resource dependency theory (Pfeffer and
Salancik, 1978), agency theory (Jensen and Meckling, 1976) and transaction cost
economics (Williamson, 1985).

A New Perspective
Given the lack of empirical research and theoretical development in the new
organizational forms literature this research attempts to provide a new framework
bridging SCT, RDT and the empirical findings of research objectives. Pettigrew
(2000) notes that in parallel with contingency theory, the industrial economic
literature was exploring the relationship between firm structure and performance.
Pettigrew (2000) compares the schools of thought and presents different
approaches by comparing the Aston and Harvard studies.

The Aston researchers saw critics of bureaucratic theory as failing to distinguish
between structural, behavioural characteristics and achievement of purpose. They
attempted to develop empirically based multi-dimensional analyses of structural
variables within organizations. Emphasis in the Aston taxonomy of organizational
types was on the ability to measure and state precise relationships between
structure, context and behaviour. The Aston studies’ empirical taxonomy of
organizations was elaborated from four main types: workflow bureaucracy in
manufacturing firms, personnel bureaucracy in public sector organizations, full
bureaucracy as a mixture of the last two types and non-bureaucracy characteristic
of small firms. Nevertheless, the legacy of the Aston studies has been enormous,
as seen in the proliferation of research in many countries, which essentially
replicated their methodology (Clark, 1997). However, this did not prevent this
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work from being eclipsed in the Anglo-Saxon academic world by the increasing
dominance of American managerial thought, one of the most influential
institutions being the Harvard Business School (Pettigrew, 2000).

In the Harvard research on organization and strategy the two most influential
writers on contingency theory were Lawrence and Lorsch (1967b), who came
from the organizational behaviour field in Harvard. Their work on the design
principles of differentiation and integration had a profound impact on organization
theory and managerial practice. Noticeably, unlike the Aston studies, their work
included a performance variable and was crucial in propagating contingency
theory more widely amongst academics. Following their lead, Pettigrew led the
INFORM Program of Research that was concerned with analysing the
performance consequences of organizational form. The research was also
concerned to expose and understand the transition processes of firms as they
moved from more traditional to innovative forms of organizing.

In this chapter the survey and interview results have been discussed in order to
exploit quantitative findings to identify patterning in qualitative data. The
relationship between power and performance in matrix organizations has not been
explored in these previous studies. In parallel with SCT and RDT, this research
explored the relationship between power and performance in matrix organizations.
Therefore a framework that presents the relationships SCT, RDT and the
empirical findings of research objectives is considered useful, as shown in Figure
6.6. The framework has been developed based on the preliminary research design
model as shown in Figure 3.1. The variables that were deleted based on the
findings of this research were shown in grey colour. The new concepts that
emerged based on the research findings are introduced and discussed according to
the relevance to the research objectives.
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Figure 6.6: Theoretical Framework
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The innovating Organization
SKM transformed itself to the matrix form to increase internal and external
efficiencies for its business by designing a new structure that comprised five
business units, four global regional areas and four functional areas. The transition
to a business unit structure was provided a greater coordination of client service
delivery and business development. By operating on business units in the matrix
form SKM achieved more sustainable business and developed relationships with
world-wide clients. The transition to matrix was rather a slow process that took in
place in five years, as shown in the timeline in Figure 6.7. The decision to move
from a traditional structure to a matrix structure was driven from the very top of
the organization since 1998. Paul Dougas, Managing Director and Chief
Executive Officer of Group and his management team involved with the
preparation of this stage. In 2001, they had an extensive discussion about SKM’s
direction during a strategic planning session.

The core decision that emerged was that of moving from a traditional regional
structure to one that was more aligned to markets and clients and this decision was
accepted by the SKM’s board members in March 2001. At this stage Mark Read
was appointed as the transition project manager and in April 2001 the Transition
to Business Unit - Steering Committee (S3TBU - SC) was formed to review the
overall process. Members of the steering committee undertook research into a
number of engineering, as well as other construction organizations that have
adopted a similar structure in Australia to identify best practice and lessons
learned. The structure was designed to allow significant growth in global markets
and geography’s. A number of supporting functional systems were identified as
key to operating and reporting of the new Business Unit structure.

During the transition from 2001 to 2002 they dealt with the issues, such as people,
systems, reporting and communication, It was a very structured phasing process
of the change. The new roles and responsibilities and the systems that they were
putting in place to make the planned changes happen were defined in the next
stage. Mark Read and S3TBU - SC communicated the transition progress
regularly until the transition day (T-Day) 1 July 2002, which they had morning tea
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on for the operation centre managers to explain what the change was all about.
The final stage was the post-implementation performance monitoring of the
business. The post implementation review process was undertaken to evaluate the
performance of the Business Unit Structure which had been in operation for over
six months.

Figure 6.7: Stages in the SKM’s transition to matrix on timeline

The literature on innovative forms of organizing suggests innovation should be
considered as radical change (Schumpeter, 1934). Innovation concerns radical
new combinations of elements, a definition that was adopted by Pettigrew and
Fenton (2000), alongside criteria from theories of knowledge creation. According
to Pettigrew and Fenton there are four elements concerning innovation, which
were the case in SKM’s transition. First, innovation may refer to a genuine
widespread organizational innovation, such as the development of the
Multidivisional form in the 1930s or the possibility of its equivalent in the 1990s.
Second, innovation may be some novel combination of organizational processes
and/or structures not previously associated. Third, innovation could refer to some
novel recombination of previously associated structures and/or processes. Finally,
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innovation could refer to some organizational initiative which is new for the
industry sector in that particular economy, but more generally may not be new.

Innovation is not a random process; and cannot be done through habit, by custom,
or according to tradition; effective planning and control is required from top
management. According to Wenger (2002) innovation means to build
multifunctional communities of practice where the disparate views of various and
often incoherent disciplinary knowledge can be integrated and the politics
managed. He suggests that, project responsibility has to be maintained in terms of
emergent criteria that allow for both exploratory and exploitative learning.
Furthermore, techniques such as phase reviews and budgetary accountability help
achieve project milestones that assist exploitative learning. Although there are
usually multiple ways leading to innovation and multiple partners involved in
innovation, Van de Ven et al. (1999) outline a road map to innovation that
encompass major steps that can be differentiated in three main periods: initiation,
development, and implementation. During the initiation period plans are
developed to gain resources internally and to create legitimacy externally. Top
management should be involved in developing plans to gain political support; the
implementation period is achieved by integrating the new with that which is old,
established, and already known, fostering a fit within a local context and situation.
The final step involves monitoring and evaluating the innovation process.

The whole transition process in SKM that was considered as a unique
combination of business units, regional areas and functional forms in matrix
structure was presented in three phases; before transition, during transition and
post implementations shown in Figure 6.8. In this process each phase has three
levels: the first level concerns the issues occurring in these phases; the second
level is related to the activities that were undertaken during the implementation of
the change plan in order to resolve these issues. The third level concerns the
deliverables level. SKM used a process of a six stage communication strategy that
involved very close performance monitoring of the business by a continuous
dialogue between the OCMs, GMs and RMs to try and resolve issues arising in
the change process. As Clegg (1989) suggests, some power relationships,
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particular where high amounts of discretion are delegated, can result in innovation
by stakeholders. In this regard SKM’s new form of organizing was resulted in
innovation and was expected to add new perspectives to the field of organizational
design.
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Figure 6.8: SKM’s Change Process
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Chapter 7: Conclusions and Further Recommendations
This chapter concludes the research and presents a summary of future research
opportunities, research limitations and boundaries and the contribution to the body
of knowledge.
7.1

Research Limitations and Boundaries

The validity of political theories of organizations in major international companies
that have implemented the matrix structure has been investigated using both
qualitative and quantitative approaches. However, there were some constraints
associated with the research methodology that might have influenced the findings
of this research. The response rate for the on-line survey was low, as discussed in
detail in Chapter 4. The primary reason for this was that the participants invited to
fill the survey were from very busy top management or senior management
positions. Therefore the data was relatively small scale for statistical analysis;
nevertheless, it provided a substantial input for the intensive case study. In order
to increase the response rate in future research the sample size will need to be
extended as well as the point of entry for data collection being relaxed to include
lower level professionals in matrix organizations.

Inevitably, there were some issues resulting from doing research in the workplace
in which I was employed. As a researcher I had an existing relationship with the
research participants/subjects; this may be seen as a limitation to the study,
because, as Punch (1994) states, doing any research in an organization is very
political but doing research in and on your organization is particularly so. The
politics cuts both ways though; while respondents may have had sensitive issues,
as an insider, with insider knowledge, I was able to negotiate a way around many
issues that might otherwise have remained opaque.

The boundaries of this research were defined clearly in the research objectives.
Only major international companies were selected for the research. The research
was focused only the key factors behind the strategic decision to change the
corporate organization in international companies to a matrix structure. The
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weaknesses and strengths of these matrix structures for organizational
performance were explored by using quantitative and qualitative approaches. The
effects of transition to matrix structure on organizational performance and the
factors used to maintain “power balance” between divisions. (Power balance is
true power-sharing that creates new opportunities for power to be exercised; it
releases power that has previously been blocked) were identified with results from
the interviews data.

7.2

Significance

While the matrix structure received most attention from academics and executives
in the 1970s and early 1980s, it continues to be an alternative for organizations
seeking solutions to their increasingly complex businesses (Davis and Lawrence,
1978; Kilmann, 1985; Knight, 1977; Kolodny, 1979; Lawrence et al., 1977).
Companies in a multitude of industries have adopted the matrix structure:
aerospace, automotive, banking, chemical, communications, computer, defence,
electronics, financial, oil and gas, and technology services (Davis and Lawrence,
1977; Galbraith, 2000; Sy and D’Annunzio, n.d.). To date, only a few studies
have examined the human side of the matrix. Most topics on the matrix focus on
its structure and its variant forms (Goold & Campbell, 2002), rather than the
human side.

The present study focused on the human side of the matrix. By applying divergent
models and frames to a focal organization, the research more fully mirrors the
complexity of organizational life and illuminates ways in which critical problems
and challenges have been met in a deeply researched case (Morgan, 1997). The
research links the changes that occur in organizations when matrix structures are
introduced to the consequences of these changes for organizational performance.
In particular, it investigated how the patterns of power relations configured by a
change to a matrix structure have an impact on effectiveness. The research
contributes to a growing body of knowledge concerning effective organizational
change. The literature review indicated that there was a gap between analysis of
matrix structures and analysis of the conditions fostering the use of power and
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politics in organizations (Pfeffer, 1981) and this study helps to fill this gap. The
research also addressed practical issues of concern to the focal organization.

An important aspect of this research demonstrates SKM’s relative success in
transferring from a traditional to a matrix structure. Therefore, in this research
exploration of power and its role in organizational effectiveness makes a
significant contribution to the literature. . The model of the change process,
illustrated in Figure 6.8, was developed based on the qualitative findings of this
research. Engineers exercise power through their mastery of techniques and, in
consequence, take on senior organizational roles and significant positions in
global organizations. Pfeffer (1994) notes that there is limited empirical evidence
that can help set the framework for a discussion of the conditions under which
power is used. This study revealed that only the senior managers at executive
level were involved with the decision to transfer to a matrix structure – a major
strategic decision on which they spent considerable time and effort in the change
process.

Pfeffer (1981) argues that matrix structures may offer advantages over other
designs, including the multidivisional structure, because a matrix is more
consistent with a political model of organizations in which power relations are
diffuse and dynamic. The aim of the study was to investigate the validity of
political approaches in the context of major international companies; thus, the
research has made an important contribution to current and ongoing debate and
the findings of the research will be useful for organizations seeking to improve
efficiency and performance.

The outcomes of the research ascertained the effects of a number of focal factors
on overall organizational performance in matrix structures. The hypotheses,
derived from SCT and RDT, have important implications for practice;
consequently, it was possible to assess empirical and theoretical models
simultaneously. Recommendations for the design of matrix structures were
developed to increase organizational effectiveness.

205

The findings of this research will be beneficial for the organizations that have
adopted/are adopting matrix structures and the community of consultants who
advise on organizational design issues. SKM has always maintained powerful
links with academia, and has successfully practiced ideas that have now become
academically mainstream on issues such as the environment, sustainability,
centres of excellence, diversity and many more, as an early adopter and adapter.
Through the present research SKM’s matrix transition has also been linked to
academic work, which will be beneficial to the Management and Organization
Theories community who teach MBA and other students. Understanding of
SKM’s transition to the matrix structure will lead to better understanding, and
perhaps better theorizing, of a transition to a matrix structure.

The research methodology was discussed in detail in Chapter Three; however, a
brief reflection on the research process, presented in Figure 7.1, provides a useful
tool for other researchers. The main stages of research have been broken down
into the key activities shown at the bottom of the research process flowchart. The
overall research process was divided into three phases. Phase 1 represents the
research design that involved decisions on theoretical frameworks and the
variables and the research methodology. Phase 2 represents the data collection and
analysis. The research data was collected using two different techniques. The
quantitative data was collected by conducting an on-line survey of nine global
organizations. The data was then analysed in SPSS in order to find the
correlations between the variables at group and organizational level. The
qualitative data was collected by interviewing SKM’s senior managers and was
used as the basis for the case study. The final phase of this research was an
attempt to combine the findings of these techniques by using data triangulation
methods.
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Figure 7.1: Research Process
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7.3

Conclusion

SKM is an independent, professional services consulting group operating
worldwide. The company offers clients a diversity of skills and experience based
on almost 40 years of operation. Over this time, they have grown organically,
through outsourcing, acquisitions and strategic mergers with other organizations.
SKM, with a worldwide resource pool of close to 6,500 staff and revenue of $875
million per annum, is a company that has recently moved to a matrix structure. In
July 2002 SKM rationalised their business units to five and established a matrix
structure to co-ordinate their business from a people, financial and business
development and systems perspective across all regions worldwide.
The transition to a business unit structure was one of the most important
initiatives SKM has tackled in its history. The decision to move to a matrix
structure went through a number of evolutionary phases rather than being a single
dramatic change. The transition to matrix took in place in five years, achieved
through an extensive strategic plan. The strategic plan was driven by the
Managing Director and Chief Executive Officer of Group, Paul Dougas, and his
management team. IT, who had the General Manager role after the transition to a
matrix, explained:

How do you engage the whole business to compete on major projects? How
do you maintain your profitability? So that’s when the decision was taken to
go to the matrix structure, where we looked across market lines in one
direction and we looked regionally for resource and financial management.
Now the decision to go to a matrix structure was not an overnight decision. It
actually took three years to go from deciding to move that way and actually
into real implementation of the matrix structure.

The aim in moving to a matrix structure was to provide a greater coordination of
client service delivery and business development. In order to achieve this,
Operations Centres in each region, where appropriate, were consolidated to
provide better alignment with the five business units. The globe was divided into
four geographic areas and the Regional Managers were responsible for day-to-day

208

operations within their designated area. SKM’s new structure was considered as
an innovative organization structure because of its unique combination of business
units, regional areas and functional forms.

The research concluded by explaining the effects of switching to a matrix
structure in the case of SKM, the organization studied. The findings suggest that
effective communication at every level, and training were required to increase
organizational effectiveness. SKM successfully applied communication and
training tactics during the transition. Being able to communicate with the regional
managers and the op centre managers, the reasoning for the whole transition
process was communicated at every level in the organization. All the key roles
and responsibilities were defined clearly by the stream of people in the change
management team before the transition and, furthermore, facilitation and support
were offered to the senior people whose roles were affected by the transition.
SKM’s performance significantly increased after the transition in the areas of
client satisfaction; workload pipeline, and financial performance as it was
measured and tracked periodically against a range of pre-defined Key
Performance Indicators (KPI's), using a Balanced Scorecard method ,

According to the research findings, SKM ‘s business rules encourage cooperation
between business units to service the clients; however, because each business unit
operates in different markets, maintaining power balance between business units
proved not to be a problem in SKM. On the other hand the research also suggests
that a power imbalance could shape organizational performance in managing
resources and business, as people tend to move in the direction of a particular
business unit when this business unit was seen to be the most successful.

7.4

Future Directions

"If I have seen further it is by standing on the shoulders of Giants", is a quote
attributed to Sir Isaac Newton, the famous physicist, mathematician and more,
who wrote it in a letter to his colleague Robert Hooke on 5th February 1676. The
phrase is understood to mean that if he (Sir Isaac Newton) has been able to
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discover more about the universe than others then it was because he was working
in the light of discoveries made by fellow scientists either in his own time or
earlier.

Although there is no consensus in the literature on how research should be
defined, every research project involves a review and synthesis of existing
knowledge. Having laid out the foundations for investigation a problem to be
explored is defined and related to more general issues about which one seeks to
generate new knowledge. This research investigated the validity of political
theories of organizations in major international companies that have implemented
matrix structures, and provides detailed insight into the transition process. Further
research with other global organizations is recommended in order to generalize
the present findings.

Even though the future is unpredictable, the matrix organization structure will
continue to be a viable option, because of its ability to deal with complexity.
Hence it is important for leaders to understand how to implement the matrix
structure based on their business needs. In the 1990s matrix structures fell out of
favour when a number of companies that had very visibly employed them failed to
meet their stated goals. However, matrix structures have evolved from a highly
touted ‘‘solution’’ that served as the organizing framework for a whole business,
to being simply another tool that can be used in concert with other structures and
mechanisms to integrate a business (Galbraith. 2001).

Global organizations that need to operate effectively worldwide, whether driven
by their customers, competitors, or by internal factors, can be managed by matrix
structures. The matrix recognises these different demands by giving management
focus to all these factors and reflects the complexity of the customer’s world.
Customers don’t care about internal organizational design. They care only about
the composite output in terms of product, quality, cost, and time. The matrix
allows for complexity to be managed internally rather than trivialized or
disregarded. At best the matrix allows local and global realities to be reconciled;
at worst it allows individual managers to pursue a narrow objective without regard
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for its impact on the other component of the matrix. According to Castells (2001),
globalization is widely recognized as a fundamental feature of our time. He
explains:
Productivity and competitiveness are, by and large, a function of knowledge
generation and information processing; firms and territories are organized in
networks of production, management and distribution; the core economic
activities are global – that is, they have the capacity to work as a unit in real
time, or chosen time, on a planetary scale. Not everything is global. In fact,
most employment is local or regional. Yet the strategically crucial activities
and economic factors are networked around a globalised system of inputs and
outputs, which conditions the fate of all economics and most jobs.

Since the late 1980s many major national organizations have restructured their
operations to reposition themselves in a broader and more open market place
(Ohmae, 1991; 1994). For some companies, narrow national markets became
increasingly unsustainable as they found themselves facing fierce competition
from overseas. The research suggests that international companies that operate
globally have a responsibility to provide mechanisms that bring financial stability
and job security to their members and that, for this reason, they often move to a
matrix structure to enhance their flexibility.

The recent transition in the US from the Bush administration to that of Obama
shows a significant shift in power. As I was writing the final chapters of this
research the main concepts that I used, such as change, power, and transition,
were being discussed in news broadcasts as current concepts in US politics,
inspiring me to conduct further research in this domain. It is anticipated that this
research will provide a useful theoretical insight for the other researchers in this
field. Norton Long, a political scientist, wrote “People will readily admit that
governments are organizations.” The converse is equally true: organizations,
particularly large ones, are similar to governments in that they are fundamentally
political entities (Pfeffer, 1994). Many global organizations solve their financial
crises by shedding personnel: the rationale seems to be that if large organizations
cannot effectively manage and motivate employee’s, then they transform to
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become a smaller organization by reducing their size; sometimes they even
disappear. Adopting a matrix structure may be one way of maintaining the
advantages of scale with a flexibility not often associated with those leviathan
bureaucracies of old.
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Appendix A: Other Case Studies
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The following case studies give a sense of how various elements of Matrix
structure that outlined in this research were actually applied by other particular
organizations.

A.1 ABB Zurich (1991) (Source: Pettigrew, Andrew M. (Editor). 2003. p
318).
ABB, which employs more than 200,000 people worldwide and has annual
revenue of $29 billion, is an excellent example of an organization with a global
matrix structure. ABB has given new meaning to the notion “being local
worldwide”: it owns 1,300 subsidiary companies, divided into 500 profit centres
located in 140 countries. At the top are the chief executive officer and an
international committee of eight top managers, who hold frequent meetings
around the world. Along one side of the matrix is sixty-five or so business areas
located worldwide. Each business area leader is responsible for handling business
on a global scale. Along the other side of the matrix is a country structure. Each
country manager is responsible for local business. ABB’s philosophy is to
decentralise things to the lowest level. Global managers must work with teams
made up of different nationalities and they must be culturally sensitive. By
contrast, country managers must co-operate with business area managers to
achieve worldwide efficiencies.

The potential and risk of attempting to manage the complementary character of
the homogeneity/heterogeneity duality can be illustrated by the case of ABB – the
former prime model of innovative organizing (for example, Bartlett and Ghoshal,
1993; Barham and Heimer, 1998) that has recently declined so seriously. The
company’s struggle with its organizational tensions since late 1998, based on 24
personal interviews conducted in the international holding as well as within ABB
Switzerland. As of 2001, this Swedish-Swiss professional engineering group
employed almost 157,000 people and achieved a turnover of US$ 23.7 billion.
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In 1988, the company was formed by a merger between the two former archrivals, Swedish ASEA and Swiss Brown, Boveri & Cie (BBC). ASEA contributed
superior profit performance, sophisticated management controls and aggressive
marketing, while BBC brought in a strong order book and high-tech expertise.
The geographical markets of the two companies largely complemented rather than
competed with each other. ABB faced the challenge of building one entity out of
two companies which not only had considered each other as rivals, but which
were based on very different organizing principles: ASEA was a very
decentralised company organized into profit centres, while BBC was a more
hierarchical and traditionally organized company. A matrix structure was chosen
for the merged company with the aim of preparing ABB to ‘think global, and act
local’ (Bartlett and Ghoshal, 1995: 470). Thus, with the merger a high degree of
heterogeneity was explicitly chosen, to gratify both the geographical and the
product axes.

The business segments are now stronger than the regions, whereas before, the
regions were stronger. If segments have a problem, top management focuses on it.
The drawback of the matrix is that problems are always a mix of region and
segment problems. Yet, if there is a problem in a segment in a certain country, it
might be very difficult to solve that problem in that country, particularly if that
country is strong. (Manager, ABB Structured Finance). The statement above
already hints at the highly political character of ABB’s matrix structure. Here lies
a major challenge for ABB. To manage the internal complexity, decentralised
units were created, making room for high levels of micro-politics.

Due to its structure, ABB is highly political. To have a successful career here, you
need to be successful in the market and in internal politics (Manager, ABB
Enertech). The company is characterised by a large product range in a number of
different businesses, operating locally in very different markets in a highly
decentralised way. For the type of business ABB is in, it is a necessity to have this
kind of organization, because of the number of countries it is active in.
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In many countries we need to be present as a local company. Still, it is our goal
not to duplicate knowledge bases between countries (Vice-president, Corporate
Development). At the same time, the units are tightly aligned to allow for
economies of scale and scope and for joint appearance in product markets.
Heterogeneity in this case is a direct response to the different market needs.
Homogeneity is attempted by aligned reporting structures and control. We see a
difference between decentralisation and independence; we have strict follow-ups
and monthly reporting. The units are interdependent, because some companies
have some of their work done in other countries, as they could not do everything
themselves. The units are not dependent on the international holding for that, but
they are under supervision. We call this ‘freedom under supervision’: as long as
you perform well there is entrepreneurial freedom. We want entrepreneurial
people who maximise business in certain areas, but how they do it is up to them
(Manager, International Holding). Here, ABB is facing a clear struggle. On the
one hand it has a high degree of decentralisation; on the other hand it employs
strict control, showing the limits of the decentralisation. This tension becomes
clear in the following statement by Göran Lindahl, Barnevik’s successor as CEO
of ABB: ‘there is only one irrevocable issue within ABB: our targets. Here we do
not compromise. How we reach the targets, however, are open and part of the
decentralised approach. Every profit centre has the freedom to decide on the most
adequate way to fulfil its customer needs’ (Lindahl, 1999: 8) (author translation).

Since

its

merger,

the

company

has

struggled

with

managing

the

heterogeneity/homogeneity forces, the tension of which had been consciously
introduced. The former CEO, Percy Barnevik, stated that the company needed to
combine

the

opposing

orientations

of

global/local,

big/small,

and

decentralised/central control. This stresses the attempt to manage the
heterogeneity and homogeneity duality. ABB aimed at limiting complexity by
limiting the interaction between its units. The well known ‘Missions, Values,
Policies’ booklet states that organizational borderlines would be defined by profit
centres and business areas, which should have as little internal trade with other
ABB units as possible. The number of profit centres in the manufacturing chain
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up to the customers should be kept as low as possible, while allowing for as much
external competition as possible in business areas and profit centres.

The strict policy of management by numbers further aims at implementing an
important element of homogeneity. This is a self-regulating process, and
otherwise management would become too complex. However, we must stay
attentive not to lose economies by having too many small units. And management
by

numbers

also

has

some

disadvantages

(Manager,

ABB

Business

Development).

The management by numbers opens up for the renegotiation of power positions in
the organization.
There are two strong credos in the organization: ‘You are as strong as your
figures’ and ‘Strong men win’. (Manager, ABB High Voltage Technologies,
Switzerland). The ABACUS accounting system aimed to facilitate controlling the
diverse and decentralised areas through maintaining homogeneous standards and
performance

measures.

But

while

the

ABACUS

system

allows

for

‘homogenising’ the financial and accounting procedures; it is based on a
compromise that does not fit the needs of all businesses equally well, especially
for the service-based companies. It is difficult to rely on a tool developed for
heavy industries.

ABACUS was great as it was the only reporting system for ABB. Everybody has
the same sources and figures; there are no contradictions in the figures, reducing
the risk of conflict. Unfortunately, it is deteriorating now. Because of the new IT
trends, some managers now want specialities. Here, the initial decision to only
have ABACUS has not been kept in focus (Manager, ABB Structured Finance).
Thus, homogenising attempts can result in the counter-effect of triggering
‘heterogenising’ energies. This reflects the tensions potentially inherent in the
homogeneity/heterogeneity duality. Here, ABB did not show the same capability
as S-Med to react to the experiences made with dualistic tensions. This might be
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due to the fact that little focus was put on learning to deal with complexity after
the merger.

ABB has attempted to increase the level of homogeneity in its diverse and
decentralised group by measures such as around 50 normative directives valid for
the entire group and the use of the same logo. The ‘Missions, Values, Policies’
booklet was to form the basis of ABB’s group culture and identity (Bartlett and
Ghoshal, 1993: 26). However, as the major management focus was on numbers,
little emphasis was put on fostering a culture and identity, as the following quotes
underline: Not much practice has come out of the ‘Missions, Values, Policies’
booklet. It would be a good basis to enhance our corporate culture. But top
management doesn’t take action from it. We would need to balance short-term
and long-term goals better (Manager, ABB Structured Finance). There is a
pressure to make positive statements. But, I feel a loss of culture and trust as well
as the absence of identification (Member, ABB Power Generation, Switzerland).
Often, employees identify with their own unit, rather than with ABB as a group.
As most units need to co-operate with other units for their business, a weak joint
identity poses a challenge to ABB. The following statement underlines the
existence of multiple identities in the organization. The loyalty of employees to
their unit has increased. But the loyalty to the ABB group has decreased as
employees feel that the group’s loyalty towards them is lower, for example,
regarding job security. The lower loyalty of employees is a challenge for
management, as they have to meet the employees’ claims (Manager, ABB
Network Partners). In a time of change, employees expect the managers to show
them the path out of the difficulties. Employees often expect managers at least to
understand the entire complexity of ABB’s business. However, many managers
feel overwhelmed by this demand.

Presently, many managers feel unsettled about their new roles. They are now
supposed to take on the roles as facilitators and coaches, to support employees, to
get rid of barriers to change, and to moderate. It is their task to provide space and
frame for confronting conflicts (Member, ABB Personnel and Organization
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Development, Switzerland). The importance of communication in this aim has
been recognised. However, sharing information and communication turns out not
to be an easy task. Communication is very important; it is the most important
element. Often, too much or too little information is passed on, and it is very
difficult to find a balance here. The more you inform, the more information is
being demanded. However, tactical limits to this openness exist. Our
communication is improving, but anxieties continue to exist, you can’t always say
everything, either for business reasons or for personal reasons. (Member, ABB
Managing Board, Switzerland). ABB also applied the strategy of reducing
heterogeneity by increasing the number of business units some years after the
original creation of the matrix. Equally, the number of businesses the group was
in was reduced, and the regional layer was broken up to reduce regional
principalities and to facilitate cross-unit collaboration.

However, ABB also showed some signs of attempting to ‘stretch’ the
organizational capabilities to manage dualities. The operationalisation of this
strategy, however, turned out to be much more difficult. For example, potential
benefits from enhancing diversity were stressed repeatedly, but few measures
accompanied these. At the same time, ABB was working on developing shared
symbols and to enhance communication, which can be viewed as an attempt to
support interpretation patterns that might allow balancing between the two forces.
In this case, we witness an approach very different from the one S-Med chose.
ABB decided consciously to introduce high levels of complexity into the
organization. They did not overlay the old organizational practices with new ones;
instead, they got rid of the old organizational structure of Brown Boveri and
designed a dualistic organization. However, managing this dualistic organization
proved to be very difficult and was handled with different levels of success. The
constant battles that ABB has fought with its organization can retrospectively be
interpreted as attempts to improve the capacity to handle the resultant tensions.

The contradictions within ABB first released enormous energies. Over the course
of the time, more and more tensions built up, and for a long time our change
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efforts focused on harvesting low hanging fruits (Manager, ABB High Voltage
Technologies). So far, we have seen two very different ways of dealing with the
homogeneity/heterogeneity

duality

and

other

dualistic

tensions

in

the

organization: S-Med attempted to reduce its perceived internal complexity until it
had gained experience in working with the new organizational and managerial
practices. However, to what extent complexity can actually be reduced as well as
how to deal with communication needs remain important challenges. ABB
willingly introduced dualities, yet, they did not manage to develop the capability
to deal with different interrelated dualities in their entirety very well, and thus
with the homogeneity– heterogeneity duality. Instead, they opened room for
micro-political conflicts, without creating sufficient forums to resolve these.

A.2 Printer Incorporated (Source: Davis and Lawrence, 1977: 25-36).
In 1969, the management of Printer Incorporated (from here on ‘Printer’) were
evaluating the recent change to “industry specialisation” in the company’s
organization. The company’s internal marketing and engineering departments
located at the Watertown Wisconsin headquarters and several of its field sales
regions had been reorganized by industry groupings of Printer’s customers. Since
the implementation of the organizational change, Printer’s sales had increased
substantially. One of Printer’s executives commented:
As long ago as 1964 we had a fairly clear notion of the need for industry
specialisation. Now, five years later, we have gone a long way down that
road. By and large, it has been a good thing, but we are not sure if we are all
the way down the road or only part way. Is the implementation of the change
finished? Should we push further in the manufacturing area? Did we push far
enough or too far in our field sales organization?

Founded in 1926 and based in the countryside of Wisconsin, near Milwaukee,
Printer produced and marketed internationally specialised production printing
machinery and supplies that were especially designed to print directly on such
customer products as electronic tubes, apparel, and shoes.
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Printer’s customers were in several diverse industries, each of which had its own
unique problems in printing directly onto its products a company logo or other
type of product identification. Traditionally, a customer with a special printing
problem came to Printer which met the customer’s needs with a standard or
specially designed machine and combination of printing supplies. Although in
specific industries several companies competed with Printer, there were no other
companies which sold printing products to customers in the wide range of
industries that Printer served.

Printer’s customers came from industries which were characterised by different
product life cycles. For example, the shoe industry, for which Printer held a
substantial part of the market for printing requirements, had few basic product
changes and a very stable production process technology. From one year to the
next it had generally the same printing requirements. The production process
utilised little sophisticated equipment; and the operation of printing the company
name, shoe size, and identification numbers could be handled as an additional
batch operation in the process of shoe manufacturing. The electronics industry
presented printing requirements at the other end of the spectrum. Rapid
technological advances brought changing product sizes and characteristics,
resulting in rapidly changing printing requirements. High volume production
utilising sophisticated production equipment required high-speed printing
equipment that could be integrated directly in the production process.

Thus, in serving the needs of these different types of customers, it was necessary
not only to produce printing equipment and supplies that met the technical
attributes demanded by the customer’s product characteristics but also to
understand

different

customers’

production

process

requirements

and

characteristics of their industry.

Meeting the technical requirements of a special printing problem required the
selection of and often design of a combination of machine, printing element, and
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ink or foil. Technical considerations in making this choice included such factors
as the speed of operation, surface characteristics of the item to be printed, drying
time requirements dictated by the production process, ability of the product to
withstand heat of a drying oven or the necessity of air drying, and the unique
characteristics of the combination of ink, printing element, and machine. Improper
selection of printing supplies and equipment resulted in problems such as
smearing of the impression, inconsistency in printing quality, or gumming of the
printing elements.

The company was organized along the lines of marketing, engineering and
research, and manufacturing. Of the 550 employees in the company, 170 were in
the marketing organization. Several of Printer’s managers explained this by
stating that the company had a “marketing orientation”. The Marketing Division
was organized into a field sales organization and an industry sales organization.
Contacts for sales and service was organized geographically into eight regions,
each having a regional office with regional managers, a small office staff and
several region field sales forces.

The industry sales organization was divided into seven industry groups to provide
inside support for the field sales force. The industry sales organization handled
order processing and other sales record keeping, and worked with Engineering
and Manufacturing to meet the needs of the salesperson’s customers.

The Research, Development and Engineering Division was organized into
Research, four technical groups, and some support groups. The Research group
concentrated on chemical research, and each of the four chemists worked
primarily with one technical group. Each of the technical groups was responsible
for engineering products for customers in one or two industries.

The Manufacturing division was organized into machine centres (90 employees),
equipment assembly (28 employees), printing elements manufacture (75
employees), ink formulation (28 employees), foil production (20 employees) and
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miscellaneous support groups (total of 50 employees). The ink formulation
department prepared - often to customer order - over 10,000 different types of
inks. The machining departments prepared from blueprints several different types
of parts for stock, and the assembly department assembled these parts and those
purchased from outside suppliers into equipment to fill customers’ orders.

Prior to 1965 the Marketing division was organized by region both internally and
in the field, and the Engineering and Manufacturing divisions were organized
along functional lines. In 1965 the internal marketing department was reorganized
along industry lines, but it returned to a regional organization in 1966. In 1967 it
was once again reorganized along industry lines. Beginning in May 1968 the
industry specialisation concept was applied to the field sales organization and
shortly thereafter the technical division (RD&E) was reorganized. The “general
industries” category applied to customers who were not in any of the other six
industry groups. In the field sales organization, salespersons in most regions,
beginning with the north central region, were given responsibilities for specific
industries rather than for specific geographical areas in their regions. In a few
instances where there was a high concentration of one industry and a wide
geographical dispersion of the others, the field sales organization still used a
geographical breakdown of assignments. In those cases, the field salesperson had
to contact more than one internal marketing group to meet customers’ needs,
whereas a purely industry- specialised field salesperson had one internal industryspecialised marketing group which served as an internal contact. At the time of
the reorganization of the field sales organization, the functions of sales and service
were specialised and assigned to separate personnel in several regions.

The internal industry groups and field salespersons were both paid straight
salaries. The company had previously paid its field salespersons salary plus
commission, but this was discontinued because management felt the additions and
transfers of personnel and the differences in sales areas made the system
inequitable. The company’s information system, which reported sales of machines
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and supplies as compared to forecasted sales, was applied to both regions’ and
industries’ performance.

Regional managers as a group were paid somewhat more than industry managers.
Both the industry managers and regional managers were characterised by a wide
range in age and length of service, with each group having at least one employee
who had been with Printer less than four years and several who had been with the
company over 20 years.

Several

of

Printer’s

management

and

employees

commented

on

the

implementation and functioning of the concept of industry specialisation. James
Roche, the marketing manager, commented:
Our 1960 sales were 20 to 30 percent of todays'. Most of this growth comes
from growth in the industries Printer moved into. In 1911 it was shoes and
textiles, in the ‘30s and ‘40s the electrical industry, in the ‘50s the
pharmaceutical industry, and in the late ‘50s and ‘60s the explosion in
electronics that pushed sales up. Top management is always looking for new
markets. With 90 percent of the market in many industries, Printer is a leader
as a broad-based marketing company.

The printing compounds—wet ink or dry carrier-supported ink—are
chemical, and machine design is mechanical with a small but increasing
electrical requirement. The common denominator in all the technical groups
is an appreciation of printing processes.....you have to know the whole
spectrum.

Different industries have different develop lead times. The electronic
industry, for example requires fast develop and frequent calls on customers to
keep up with their product developments. Customers in the electronics
industry have a high technical ability themselves At the other extreme the
customer, say in the shoe industry, realised post facto that he needs to mark
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his products You have to tell him how to do it. He wants you to do the whole
thing.

I had the industry concept fixed in my mind when I came with the company.
From previous experience with another company I feel it is the way to
organize. Sales this year are up 20 percent from last year and are seven
percent ahead of our goals, but we’re having a hell of a time getting the
products out. I would put a good measure of our success in 1969 due to our
organizational change. The sales come from new products. We now have the
technical people working and cooperating with marketing.

You can change things inside like a meat grinder and still survive, but you
can’t do it in the field. Many employees in the field didn’t want to change to
industry specialisation but they agreed to do it on a timetable starting first in
the north central region. Most of the negative aspects of industry
specialisation are in the field. For example, it results in higher travel
expenses. The field sales force has employees who have been with the
company in their region for a long time. For them industry specialisation
means losing friends and contacts in those industries they would abandon in
specialising. We took the stand of not specialising only where it is not
practical, such as in the Southeast region where the electronics industry is too
scattered for specialisation. We do have a good degree of specialisation where
it counts.

William Hyslip, manager of RD&E, commented:

This is a marketing oriented company. In fact, it used to be that some of our
engineers would take orders from nearly anyone in marketing without
question. Industry specialisation in both marketing and the technical group
has created a more positive atmosphere. Now I think Marketing feels they
need the engineers. There are conflicts with field sales because they have a
different orientation and they wonder what we are doing with our resources.
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There are two types of work for engineers: orders and new products. When
the industry specialisation came in, marketing was reorganized first, and they
started dividing orders by industry. When engineering was reorganized the
industry technical groups got orders for their industries only, so they had to
work with their corresponding industry group in Marketing. Our best-selling
machines have developed from a machine designed for a specific application
and then extended. Shot in the dark development hasn’t been successful. We
don’t want to build first and then try to sell, but rather design what the
customer wants. We’re doing this better because Engineering and the internal
marketing men are getting more in contact with the customer. The
engineering requirements are getting highly specialised by industry, and the
engineers must understand the customer’s application. Almost 100 percent of
our design work is initiated by Marketing.

Problems do come up in allocating engineering responsibility for machine
design on machines used in more than one industry. Generally, we assign
responsibility to one industry technical group. The engineers know pretty
much what’s going on in other technical groups, but the responsibility for this
falls back on me. Maybe we should hold regularly scheduled meetings for
this, but now we have irregularly scheduled ones and I see all the men almost
each day.

The RD&E Division has about 60 people of whom one-third hold degrees,
another third have taken a two- to three-year engineering course, and the
remainder are “self-made.” The industry specialisation has allowed us to
change the job content to give more of the men more of a “whole task”. In
contrast to a functional breakdown of work, we’ve tried at all levels to get
Development men to go with marketing men on customer visits.

George Healy, manager of the electronics technical group, commented:
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About 75 percent of the engineering work in all industries uses some basic
standard modules, but the applications are quite different and require different
engineering skills. In organizing by industry, the men become stronger
specialists through experience, but they also become less flexible. Another
negative aspect about industry specialisation is that when one group gets a
surge in work, it may not have the manpower to cover it. One of the
advantages of it, though, is that now people know where to go in Engineering
to get some action when there is a problem. Problems used to get lost in the
department. It was too hard for the Marketing man to know what a technical
worker was doing, but now the Marketing man gets more attention. We have
a great relationship with our Industry Marketing group. Our priorities on
work are based on Bill Williams’ (industry marketing manager) knowledge of
the industry and my estimates of how long it will take to do the work.

Tim James, manager of T&A and shoe technical group, commented:

Before industry specialisation, our contact with sales depended on the project.
There was one particular person in sales for each particular project. Now I got
in right in the beginning on the specs. I’d write them if I could (marketing
does); as it is I bias them pretty heavily. Marketing lets me have my way until
a machine is pretty much designed, then they come up with things we didn’t
put in—like a Monday morning quarterback. We are in an experimental stage
now.

People in my group are out in the field only one or two times a year, but the
workload is too high to go out more. With the new industry groupings there is
narrowed communications. We can get around the technical shortcomings by
trading people among groups.

Joe Benzing, New York regional sales manager, who had been with the company
for three years and had been region sales manager for nearly two, commented:
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When industry specialisation was initially announced for field sales, the
salesmen said that they were out of their minds to change. I had some
questions and also saw some pluses—I knew many intelligent people had
worked on it, and I gave the benefit of the doubt to the program. After the
initial reaction, they just started travelling different routes. I thought
specialisation would hinder me in doing my job because it would spread the
men much thinner they are hard to motivate to make calls, so why put up
roadblocks?

Specialisation itself has made little impact on us. It raised travel costs from
$35 to $40 per man per week.

The following table summarises the advantages and disadvantages in changing
from geographical to industrial specialisation:

Advantages to salespersons


Improved motivation - greater proficiency and satisfaction by being
more knowledgeable



Improved technical training - easier to learn, and therefore become
more effective, by concentrating on fewer products and industry areas



Improved job skills — opportunities to work in areas of greater
interest and ability

Advantages to customers


Served by an industry oriented, more knowledgeable sales force



Better recognition and response by Printer to customers’ needs



More attention from sale force on total requirements including
consumable supplies

Disadvantages to customers
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Change of salesperson initially



Possible slower response from sales personnel



Small customer receives fewer calls

Disadvantages to printer


Slower response to customer requests



More tales travel time and cost-overlapping



More difficult to adjust work load of individual salesperson



Harder to deploy personnel geographically



Work force planning more critical — replacement or transfer



Possible higher turnover of sales personnel

Advantages to printer


Quicker market penetration for new products



More efficient for new product introduction fewer sales personnel
involved at first



Deeper penetration of existing markets



More flexibility in a company or market growth situation



More effective sales calls



Better communication between:
o

Sales and customer

o

Sales and Watertown



More field quoting



Fewer field mistakes -credits



Greater promotion of complete Printer package



More attention to consumable supplies



Setter administration and coordination of field activities by:
o

Regional managers
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o

Industry and product managers



More alert to industry changes (market intelligence)



Easier and quicker to train sales force



Easier to assign employees within their capabilities



Better selection and qualification of prospects



Greater team effort among sales personnel



Doing a better job in fewer areas

Advantages to salesperson

Disadvantages to salesperson


More travel and overnight stays



Will lose customers of long standing — especially close to home

A.3 Brown & Root (UK) (1999) (Source: SKM’s Benchmarking Study,
2002)
Brown and Root (BR) operate with a business unit and regional office matrix to
support four distinct operating groups. These comprise:


A consulting business with a fee income of $75 million AUD



A contracting business in a wide range of resource and infrastructure
markets



A global engineering resource and talent pool, which provides
technical skills to the business units.

Each of these four businesses has their own managing director. BR have very little
corporate hierarchy above this and rely heavily on cooperation and persuasion to
make their matrix model work. They focus a lot on the human behaviour aspects
of organizations and note that the key to ensuring conformity in performance is to
measure it.

230

The consulting business has only fifteen permanent staff whose role is marketing
and bringing in work. Project staff are drawn from their global engineering
resources. The rules of internal operation are that the consulting business can
access skills from anywhere within the global engineering pool from any business
stream or location. The role of the consulting business is strategic with respect to
contracting. BR are very tuned into the ‘Value Proposition’ issue and strategically
use their consulting business to create value for both their clients and themselves
by understanding project risk better than their client, and particularly, their
competitors.

A.4 Hatch (1999) (Source: SKM’s Benchmarking Study, 2002)
Hatch employs about 2,200 people worldwide, and is a private, employee-owned
company. They have recently organized themselves along business unit lines.
Hatch has nine business units and each has relatively few people in it. The
resources are in a central engineering group with its own MD and are
geographically distributed, each with an office or country manager.

Hatch prefers to keep the central engineering pool separate to promote flexibility
in assignment of people to the projects in business units and regions.

Hatch’s business unit leaders (BUL’s) have Profit & Loss responsibility and are
held accountable for business unit growth goals. Business development is done
entirely through the business units. The engineering group MD is held
accountable for managing the resource (utilisation) and quality.

A.5 IMC (1999) (Source: SKM’s Benchmarking Study, 2002)
IMC has formed four distinct companies, each with their own MD, taking the
business unit structure one step further. The four companies are:


Seismic survey contracting business aimed at the oil and gas sector;

231



Environmental emissions data acquisition contracting business;



Advisory services consultancy; and



Mining consulting business, mostly coal and hard rock aid advisory
services.

The structure generates some problems from a marketing perspective, as the four
MD’s are prone to want to pursue their own interests and often do independent
branding, which cuts across what is good for the group as a whole.

A.6 Parsons Brinckerhoff (1999) (Source: SKM’s Benchmarking Study,
2002)
PB is organized globally and practices globally and locally, depending on the
local drivers. Their model is an adaptive one, with business unit leaders dominant
in power, and regional managers dominant in transport. Power is a stand-alone
business unit and is structured globally. There are no internal constraints to staff
moving anywhere on any job. Transport is also a stand-alone business unit but is
structured along local regional lines.

A.7 Shell (Source: Cornelissen, J. Corporate Communications:)
Shell was one of the first truly international corporations and has been one of the
ten largest companies in the world for nearly a century. Historically, its regional
operating units were the dominant elements in a decentralized management
structure. The company is now somewhat more centrally controlled through a
committee of managing directors and is organized globally into five lines of
business: exploration and production, chemicals, gas and coal, international
renewables and oil products. Shell had, historically, a strong technical and
engineering orientation in all of its strategies and operations, and placed a strong
emphasis on long-range planning based on the construction of competing
‘scenarios’ about major long-term market trends that would affect its economic
status and market operations.
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In the 1990s, Shell executives came to believe that its corporate identity and
reputation were at stake in both the marketplace and the policy arena. One reason
for this, executives believed, was Shell’s weak organizational structure, which
was clearly inadequate for effective control of a global enterprise and stymied
them in their desire to build a strong reputation in the marketplace. In March
1995, the CEO of the Dutch parent company announced that partly for this reason
the group wished to drastically change its organizational structure. The old matrix
structure, with regions, sectors and functional responsibilities, would disappear.
The proposed new structure consisted of separate business organizations, each led
by a business committee with worldwide responsibility. A newly created strategy
and business services unit would control strategy, finance, personnel and
corporate communications (‘public affairs’) at the group level. Corporate
communications activities would thus become more centralized after these
changes, with the aim of controlling communications better and channelling
messages more effectively to Shell’s audiences.

At the height of this restructuring exercise, of which one of the aims was to
strengthen its corporate communications, Shell, ironically, got enmeshed in two
communications crises. In June 1995, Royal Dutch Shell found itself in heated
debates with a whole range of critics (including The Movement for the Survival of
the Ogoni People, Greenpeace, the Sierra Club, Amnesty International and the
media) over the environment and associated human rights issues that were played
out in a variety of public forums. These crises resulted from the public dismay
around Shell UK’s proposed action to dispose of Brent Spar, an enormous oil
storage and loading platform, in the waters of the North Atlantic, and Shell’s
failure to take a high profile public stance against the Nigerian government, Shell
Nigeria’s local business partner, when it executed nine Ogoni environmentalists
including Ken Saro-Wiwa, an internationally acclaimed journalist and writer who
had spearheaded protest against Shell.

These crises, ensuing in public debates about Shell’s environmental and societal
stance, have also led to corporate reflexivity and questions of identity for the
company and effectively challenged its modernist, technical and rational way of
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approaching its operations. In one sense, these crises have moved the company
from a taken-for-granted discourse of economic development towards a cautious
adoption of the language of sustainable development, with attempts to balance
interests of economic development with environmental well-being. This move is
well expressed in the position of former Shell Group Chairman Cor Herkströter,
who initially defined Shell’s role as strictly economic and commercial, arguing
that the company ‘lacked “license” to interfere in politics, society or the sovereign
mandate of government’, but has now become one of the most fervent promoters
of corporate social responsibility. As Herkströter said:

Most of us at Royal Dutch/Shell come from a scientific, technological
background. That type of education, along with our corporate culture, teaches
us that we must identify a problem, isolate it and then fix it. That sort of
approach works well with a physical problem – but it is not so useful when
we are faced with, say, a human rights issue. For most engineering problems
there is a correct answer. For most social and political dilemmas there is a
range of possible answers – almost all compromises.

The corresponding move to a stakeholder orientation in its business principles and
modes of operation, seen by some as a U-turn in managerial priorities, is evident
in a number of initiatives including platforms for stakeholder engagement and
dialogue, Shell’s Society Report, and the recent ‘Profits and Principles’ campaign
where the company explains its new-found credo. Shell now claims to ‘listen’ to
all of its stakeholders, who have explicitly told the company that ‘a commitment
to sustainable development is key to a company’s reputation’.

A.8 British Petroleum. (Source: Cornelissen, J. Corporate
Communications:)
British Petroleum British Petroleum is one of the world’s largest petroleum and
petrochemicals groups, with business operations including the exploration and
production of crude oil and natural gas; refining, marketing, supply and
transportation; and the manufacturing and marketing of petrochemicals. After a
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period of diversification (including a move into the nutrition business) in the
1970s and 1980s, BP rationalized its operations in the 1990s and is now focusing
again on its core activities in petroleum and chemicals. In 1989, the company
launched a campaign to introduce a stronger corporate identity, featuring a
restyled BP shield and an emphasis on the colour green. And in a complementary
programme BP started to reimage its global network of service stations in a new
design and livery.

To equip itself for the challenges of the 1990s and beyond, the company
introduced, in a programme called Project 1990, major changes in its organization
and way of working to improve efficiency and flexibility. The key turning point
for this came with the 1992 recession. ‘We suffered a down turn like many
companies in ‘92’, said one BP executive, ‘and it became a crisis for us. Our ’92
financials were dramatically bad and that triggered a sea change in how BP
viewed its operations. We took a lot of steps to refocus and became a much flatter
organization. Browne [the CEO of BP] was crucial in this organization’.

One of the outcomes of this change at BP was a greater emphasis on partnering
and strategic alliances. BP became organized around small business units that
were free to get what they needed from the best sources. This decentralization of
business operations went hand in hand with group-wide consultation meetings that
gathered feedback from environmental NGOs and experts on health, safety and
the environment as an input for BP’s overall strategy as well as its
communications. These meetings presented the company with a report card on its
environmental performance, from which it took specific recommendations and
guidance.

One outcome of these meetings, a point taken on in its strategy ever since, is that
BP could be the first of the pack, taking an overall proactive stance on climate
change and demonstrating a long-term strategic awareness that competitive
advantage comes from proactively creating policy, rather than attempting to slow
the course of change. In May 1997, BP’s CEO, John Browne, announced to the
world both BP’s decision to accept that climate change is occurring and its
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intention to reduce its contributions to the process. This action attracted attention
from President Clinton, environmentalists and the business press, and raised
expectations regarding the actions of its direct competitors. Browne’s speech was
a breakthrough, as BP was the first multinational corporation other than
reinsurance companies to join the emerging consensus on climate change, and
committed itself to reduce greenhouse emissions from all of its own business
operations. ‘It transformed the global climate issue because there was no one in
the corporate world who, in such a public way, came out and said, this is a
problem and we have a responsibility to do something about it’, says Eileen
Clause, president of the Pew Centre on Global Climate Change.

The Environmental Defence Fund (EDF) called BP’s action an ‘historic
acceptance of responsibility for the overriding environmental problem of our
time’. The executive director of the EDF, Fred Krupp, said that it ‘puts real
pressure on the other oil companies to act like responsible adults, and I think it
puts substantial pressure on the Clinton White House to advance a meaningful
reduction target’. In a second address in Berlin, in late September, Browne reemphasized BP’s commitment to reducing the greenhouse effect and reflected
upon the widespread support that existed for this strategy within his own
organization: ‘I’ve been struck since I first spoke on this subject … by the degree
of support there is within our company for a constructive approach – an approach
which doesn’t start with a denial of the problem, but rather with a determination to
treat this as another challenge which we can help to resolve’.

BP’s strategy of stakeholder engagement has subsequently been targeted at
environmental policies and environmental consultation, rather than social or
community initiatives. Concrete initiatives include an environmental and social
report (audited by third parties to ensure that views of stakeholders truly have an
impact upon BP’s operations), interactive policy-making and environmental
forums in relation to sensitive projects (e.g. operations in China), and
consultations of investment houses and pension funds in the US and UK regarding
their expectations and interest in socially responsible investment (SRI). With each
and every one of these initiatives, BP aims to position itself in a market that is
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demanding more responsible behaviour of the company. As John Mogford, acting
president and CEO of BP Solar, remarked: ‘the industry is going to change, and
we need to be positioned to take advantage of this and not be on the outside’.
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Appendix C: Questionnaire
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INFORMATION RESOURCE CENTRE (IRC) & WEBSITE UPDATES
a) New Online Survey request: "Investigating Matrix Organizations": Nursen
Saracoglu from the Faculty of Business at the University of Technology, Sydney
is conducting a survey as part of her PhD research project "Investigating Matrix
Organizations". The research seeks to obtain information on the weaknesses and
strengths of matrix structures for organizational performance. Given the potential
significance of this research, that will be used to benchmark your company against
the others in the survey, Nursen invites you to participate in this on-line survey.
Click here to go to the IRC Surveys section (login reqd)
b) New IRC Bibliographies: Two more new bibliographies were added to
the IRC this month:
1) Project Cost Models in IT

2) Consulting & Contracting in the Engineering Sector

Click here to see these and many other IRC Bibliographies (login reqd)
You can obtain copies of ANY of the articles contained in any IRC bibliographies
by filling out the required Copyright Declaration Form in the IRC Document
Supply section. Members can also request their very own bibliography on the
topic of their choice via the IRC Literature Search section - demand for this
service has skyrocketed, and research turnover times are now unfortunately much
longer than before as a result....
c) New AIPM Endorsed Course Providers: In July we welcomed another three
new endorsed course providers to our comprehensive listings - Parker Brent,
University of Southern Queensland, and Project Management Partners. A
fourth - Mike Nolan Management Services, will be up very shortly. This
website section continues to be the most popular outside of the Home Page, and is
keeping me extremely busy with ongoing updates... See what these new course
providers are offering - maybe your training company should consider becoming
an AIPM Endorsed Course provider?
d) AIPM Website Statistics: June saw more dramatic increases in website usage,
becoming the second busiest month ever. The PMAA and Conference portals
increased their usage by an average of 25% over May, while the Membership
Portal is now the third most popular section of the website. View the latest AIPM
website statistics
e) PMAA and Conference Online Registrations: Interested members and
members of the public can now register online for the Gala PMAA Event in their
State or Territory, and also for the 2005 AIPM Conference "Project Yourself into
the Future" - just click on the event and the registration forms are very easy to
find!
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f) 2005 National Executive Election: Fully financial Members and Fellows can
take part in the upcoming National Executive Elections, and play a vital part to
play in the ongoing development of your Institute. Nominations close on the 1st
August, so it's not too late! You can find all the information you need on the 2005
Election Page.
g) Project Management Jobs: The Jobs section of the new Employment Portal is
booming, with 6 new jobs coming in on one day earlier this month! Also if you
are a member and on the market, you should add yourself to our "Looking For
Work" register. You can find all these things here
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Research on Global Organizations

Organizations achieve only 63% of the
expected results of their strategic plans
“By Investigating Matrix Organizations”
this research seeks to obtain information on the weaknesses and
strengths of matrix structures for organizational performance.
Benchmarking Study
By responding to the survey, you will provide essential
information for the research project that will act as a
valuable benchmark for your organization
Your participation in this survey should take about 30 minutes of
your time to complete. Your responses will be kept strictly
confidential and the anonymity of all respondents will be
preserved.
Research Results
You will receive a report discussing the outcomes of the research
when I have completed analysis of all the data.
Please use the following link to participate in the survey: at the prompt you
will be asked for the Password.
The Password is matrix.
Thanking you for supporting my research.
Nursen Saracoglu
PhD Student, UTS

URL: http://surveys.uts.edu.au/engine/logon.cfm?InstanceId=728

If you have any difficulties completing the survey please contact
Nursen Saracoglu on +612 9499 6399 or mailto: Nursen.E.Saracoglu@uts.edu.au.

This brochure is prepared to invite the participants to the on-line survey.
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Org Code (SPSS)
1
2
3
4
5
6
7
8
9

Group Code
(SPSS)
1
2
3
4
5
6
7
8
9
10
11
12
13
14
15
16
17
18
19
20

Org Name
ALSTOM Power
Cisco Systems
EDS
Siemens Ltd
SKM
Telstra
Transpower NZ Ltd
American Express
Worley Parsons

Org Name
ALSTOM Power
Cisco Systems
EDS
Siemens Ltd
SKM
SKM
SKM
SKM
SKM
SKM
SKM
SKM
SKM
Telstra
Transpower NZ Ltd
American Express
Worley Parsons
Worley Parsons
Worley Parsons
Worley Parsons

Group Name
Heavy Industry
Australia and New Zealand Operations
Autograph Documentation Development
Corporate Regional Management
Operations
Environment Business Unit
XOM Programme & Op Centre Management
IT Group
Functional
Resources business Unit
Heavy Industry Business Unit
Infrastructure
Building Business Unit
Divisional
People and Performance
Operations
Corporate Finance
Functional
Human Resources
Infrastructure
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Reliability
Scale: ALL VARIABLES
Case Processing Summary
N
Cases

%

Valid

33

97.1

1

2.9

34

100.0

Excludeda
Total

a. Leastwise deletion based on all variables in the procedure.
Reliability Statistics
Cronbach's Alpha
Based on Standardized
Cronbach's Alpha
.793

Items

N of Items
.811

16
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Item-Total Statistics
Scale Mean

Scale Variance if

Corrected Item-

Squared Multiple

Cronbach's Alpha

if Item

Item Deleted

Total Correlation

Correlation

if Item Deleted

Deleted
Power

69.9837

69.352

.634

.674

.766

Uncertainty

71.9567

92.067

-.541

.770

.848

Routinisation

70.1731

73.811

.369

.565

.784

Coping

69.6579

66.014

.657

.746

.760

Substitutability

70.3852

87.267

-.336

.618

.837

Centrality

70.7791

66.506

.411

.520

.784

Pervasiveness

71.3574

75.325

.331

.609

.787

Immediacy in Speed

70.6839

68.043

.660

.877

.763

Immediacy in Severity

69.3549

74.123

.310

.435

.788

Control of Contingencies

69.6428

66.746

.760

.724

.756

Group Performance

69.7359

70.909

.691

.708

.768

Availability of resources

69.5625

68.631

.563

.736

.769

Control of resources

70.7564

68.472

.567

.789

.769

Matrix_St_Scale1

70.1125

67.784

.632

.806

.764

Matrix_St_Scale2

70.2539

61.029

.826

.892

.741

Matrix_wk_Scale1

70.0185

76.316

.292

.520

.789
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Table A.1: Descriptive Statistics at group level
N

Minimum Maximum

Mean

Std
Deviation

Power

20

3.00

6.33

4.8868

0.82012

Uncertainty

20

1.83

5.57

3.2046

1.05915

Routinisation

20

3.50

6.00

4.7563

0.72922

Coping

20

3.50

7.00

5.1758

0.97752

Substitutability

20

2.00

6.50

4.7192

1.13043

Centrality

20

2.00

7.00

4.3067

1.48082

Pervasiveness

20

1.25

5.00

3.6217

0.84223

Immediacy in Speed

20

2.57

5.57

4.2407

0.85110

Immediacy in Severity

20

4.00

7.00

5.7041

0.77329

Control of
Contingencies

20

3.33

7.00

5.4081

0.87966

Valid N (listwise)

20

Table A.2: Reliability Statistics
Cronbach’s Alpha

Cronbach’s Alpha based
on standardised items

N of items

0.724

0.733

16

248

Table A.3: Correlations at group level (SCT)
Power Scale

Coping

Substitutability

Centrality

Pervasiveness

Immediacy

Immediacy

Pearson Correlation
Sig. (2-tailed)
N

20

Uncertainty

Pearson Correlation
Sig. (2-tailed)
N

-0.557*
0.011
20

20

Pearson Correlation
Sig. (2-tailed)
N

0.096
0.688
20

-0.178
0.452
20

20

Coping

Pearson Correlation
Sig. (2-tailed)
N

0.535*
0.015
20

-0.639**
0.002
20

0.037
0.876
20

20

Substitutability

Pearson Correlation
Sig. (2-tailed)
N

0.149
0.530
20

0.240
0.309
20

0.101
0.671
20

-0.372
0.106
20

20

Pearson Correlation
Sig. (2-tailed)
N

-0.234
0.320
20

0.094
0.693
20

0.044
0.855
20

0.064
0.788
20

-0.039
0.870
20

20

Pervasiveness

Pearson Correlation
Sig. (2-tailed)
N

-0.022
0.927
20

-0.300
0.198
20

-0.072
0.765
20

-0.040
0.868
20

-0.151
0.526
20

0.379
0.100
20

20

Immediacy

Pearson Correlation
Sig. (2-tailed)
N

0.440
0.052
20

-0.780**
0.000
20

0.254
0.280
20

0.760**
0.000
20

-0.329
0.156
20

0.152
0.523
20

0.308
0.187
20

20

Pearson Correlation
Sig. (2-tailed)
N

-0.142
0.551
20

0.531*
0.016
20

0.058
0.808
20

-0.206
0.383
20

0.380
0.098
20

0.353
0.127
20

-0.375
0.103
20

-0.415
0.069
20

20

Pearson Correlation
Sig. (2-tailed)
N

0.135
0.570
20

-0.431
0.058
20

0.169
0.476
20

0.311
0.183
20

0.047
0.845
20

0.491*
0.028
20

0.346
0.135
20

0.402
0.079
20

0.092
0.700
20

Centrality

Immediacy

Control of
Contingencies

-0.557*
0.011
20

Routinisation

Power Scale

Routinisation

1

Uncertainty

1

Control of
Contingencies

0.096
0.688
20

0.535*
0.015
20

0.149
0.530
20

-0.234
0.320
20

-0.022
0.927
20

0.440
0.052
20

-0.142
0.551
20

0.135
0.570
20

-0.178
0.452
20

-0.639**
0.002
20

0.240
0.309
20

0.094
0.693
20

-0.300
0.198
20

-0.780**
0.000
20

0.531*
0.016
20

-0.431
0.058
20

0.037
0.876
20

0.101
0.671
20

0.044
0.855
20

-0.072
0.765
20

0.254
0.280
20

0.058
0.808
20

0.169
0.476
20

-0.372
0.106
20

0.064
0.788
20

-0.040
0.868
20

0.760**
0.000
20

-0.206
0.383
20

0.311
0.183
20

-0.039
0.870
20

-0.151
0.526
20

-0.329
0.156
20

0.380
0.098
20

0.047
0.845
20

0.379
0.100
20

0.152
0.523
20

0.353
0.127
20

0.491*
0.028
20

0.308
0.187
20

-0.375
0.103
20

0.346
0.135
20

-0.415
0.069
20

0.402
0.079
20

1

1

1

1

1

1

*. Correlation is significant at the 0.05 level (2-tailed)
**. Correlation is significant at the 0.01 level (2-tailed)

249

1

0.092
0.700
20
1
20

Descriptive Statistics
N

Minimum

Maximum

Mean

Std. Deviation

Power

20

3.00

6.33

4.8868

.82012

Performance

20

3.29

6.86

5.2462

.90908

RDT_Availability of resources

20

3.40

7.00

5.2592

1.01262

RDT_Control of resources

20

2.50

5.75

4.1679

.81158

Valid N (listwise)

20

Correlations (RDT)

Table A.4: Correlations at group level (RDT)
Power –
Degree of
influence

Group
Performance

Availability
of resources

0.650**
0.002
20

0.296
0.205
20

0.197
0.405
20

1

0.519*
0.019
20

0.282
0.229
20

1

0.410
0.073
20

Power –
Degree of
Influence

Pearson Correlation
Sig. (2-tailed)
N

20

Group
Performance

Pearson Correlation
Sig. (2-tailed)
N

0.650**
0.002
20

20

Availability
of resources

Pearson Correlation
Sig. (2-tailed)
N

0.296
0.205
20

0.519*
0.019
20

20

Pearson Correlation
Sig. (2-tailed)
N

0.197
0.405
20

0.282
0.229
20

0.410
0.073
20

Control of
resources

1

Control of
resources

1
20

*. Correlation is significant at the 0.05 level (2-tailed)
**. Correlation is significant at the 0.01 level (2-tailed)

Scale: ALL VARIABLES (Organizational Level)
Case Processing Summary
N
Cases

%

Valid

9

100.0

Excludeda

0

.0

Total

9

100.0

a. Listwise deletion based on all variables in the
procedure.
Reliability Statistics
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Cronbach's Alpha
Based on
Cronbach's Alpha Standardized Items
.912

N of Items

.913

5

Item Statistics
Mean

Std. Deviation

N

Power

4.8721

1.00482

9

Matrix Strength1

5.1380

1.19201

9

Matrix Strength2

4.8636

1.48670

9

Matrix weaknesses

4.8553

.96391

9

Organization performance

5.3712

1.14907

9

251

Item-Total Statistics
Scale Mean if Item

Scale Variance if

Corrected Item-

Deleted

Item Deleted

Total Correlation

Squared Multiple Cronbach's Alpha if
Correlation

Item Deleted

Power

20.2282

17.869

.779

.716

.895

Matrix Strength1

19.9622

15.838

.868

.922

.873

Matrix Strength2

20.2366

13.687

.873

.930

.877

Matrix weaknesses

20.2449

19.825

.553

.496

.932

Organization performance

19.7290

16.162

.867

.766

.874
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Table A.5: Descriptive Statistics at organizational level
N

Minimum

Maximum

Mean

Std. Deviation

Power

9

3.00

6.33

4.8721

1.00482

Matrix strengths in

9

3.00

6.86

5.3712

1.14907

9

2.00

6.67

5.1380

1.19201

Matrix weaknesses

9

3.40

6.67

4.8636

1.48670

Performance

9

4.00

6.60

4.8553

.96391

Valid N (listwise)

9

application
Matrix strengths in
development

Table A.6: Reliability Statistics
Cronbach’s Alpha

Cronbach’s Alpha based
on standardised items

N of items

0.912

0.913

5

Table A.7: Correlations at Organizational Level

Power

Power

Pearson Correlation
Sig. (2-tailed)
N

1

Matrix
Strength in
application

Pearson Correlation
Sig. (2-tailed)
N

Matrix
Strength in
development
Matrix
weaknesses
Organization
performance

Matrix
Strength 1 in
application

Matrix
Strength in
development

Matrix
weaknesses

Organization
Performance

0.643
0.062
9

0.720*
0.029
9

0.654
0.056
9

0.719*
0.029
9

0.643
0.062
9

1

0.950**
0.000
9

0.449
0.225
9

0.840**
0.005
9

Pearson Correlation
Sig. (2-tailed)
N

0.720*
0.029
9

0.950**
0.000

1

9

9

0.431
0.247
9

0.833**
0.005
9

Pearson Correlation
Sig. (2-tailed)
N

0.654
0.056
9

0.449
0.225
9

0.431
0.247
9

1

0.546
0.128
9

Pearson Correlation
Sig. (2-tailed)
N

0.719*
0.029
9

0.840**
0.005
9

0.833**
0.005
9

0.546
0.128
9

9

9

9

1
9

*. Correlation is significant at the 0.05 level (2-tailed)
**. Correlation is significant at the 0.01 level (2-tailed)
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Scale
7
6
5
4
Power
3

Perform

2
1
0
0

1

2

3

4

5

6

7

8

9

# of Organization

Organization performance and the power variable
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Appendix D: Interview
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UNIVERSITY OF TECHNOLOGY, SYDNEY
CONSENT FORM - STUDENT RESEARCH

I ____________________agree to participate in the research project “Investigating Matrix
Organizations” being conducted by Nursen Saracoglu, Faculty of Business, School of
Management of the University of Technology, Sydney for her PhD degree. Funding for this
research has been provided by researcher.

I understand that the purpose of this study is to obtain information on the weaknesses and strengths
of matrix structures for organizational performance.
I understand that my participation in this research will involve being interviewed for 30 minutes
about the weaknesses and strengths of matrix structures.
I am aware that I can contact Nursen Saracoglu or her supervisor(s) Professor Stewart Clegg and
Dr John Crawford if I have any concerns about the research. I also understand that I am free to
withdraw my participation from this research project at any time I wish and without giving a
reason, and without prejudice to my future career.
I agree that Nursen Saracoglu has answered all my questions fully and clearly.
I agree that the research data gathered from this project may be published in a form that does not
identify me in any way.

________________________________________
Signed by

____/____/____

________________________________________
Witnessed by

____/____/____

NOTE:
This study has been approved by the University of Technology, Sydney Human Research Ethics Committee. If you have
any complaints or reservations about any aspect of your participation in this research which you cannot resolve with the
researcher, you may contact the Ethics Committee through the Research Ethics Officer, Ms Louise Abrams (ph: 02 9514
9615, Louise.Abrams@uts.edu.au) and quote the UTS HREC reference number. Any complaint you make will be treated in
confidence and investigated fully and you will be informed of the outcome.
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1.0
INFORMATION LETTER
INVESTIGATING MATRIX ORGANIZATIONS
WHO IS DOING THE RESEARCH?
My name is Nursen Saracoglu and I am a PhD student at the Faculty of Business, School of
Management, University of Technology, Sydney. My supervisor is Professor Stewart Clegg and
Co-Supervisor is Dr. John Crawford.
WHAT IS THIS RESEARCH ABOUT?
This research is investigating matrix organizations to look at information on the weaknesses and
strengths of matrix structures for organizational performance, as perceived by people such as
yourself.
IF I SAY YES, WHAT WILL IT INVOLVE?
Your participation in this research will involve being interviewed for 30 minutes about the
weaknesses and strengths of matrix structures.
ARE THERE ANY RISKS?
There are very few, if any risks, because the research has been carefully designed. However, I am
also aware that discomfort and harm may occur in any research process, in terms of physical,
emotional and social reactions. You will see the questions that I shall ask in advance and will, of
course, thus be subject to informed consent. Upon completion of the research, if you wish, you
will receive a copy of report discussing the outcomes of the research.
Your response will be kept strictly confidential. The research interest is not in your individual
responses per se, but the broader themes and issues you articulate.

WHY HAVE I BEEN ASKED?
You are able to give me the information I need to find out about the weaknesses and strengths of
matrix structures for organizational performance.
DO I HAVE TO SAY YES?
You don’t have to say yes. You are under no obligation to participate in this research.
WHAT WILL HAPPEN IF I SAY NO?
Nothing. I will thank you for your time so far and won’t contact you about this research again.
IF I SAY YES, CAN I CHANGE MY MIND LATER?
You can change your mind at any time and you don’t have to say why. I will thank you for your
time so far and won’t contact you about this research again.
WHAT IF I HAVE CONCERNS OR A COMPLAINT?
If you have concerns about the research that you think I or my supervisors Professor Stewart Clegg
and Dr John Crawford can help you with, please feel free to contact us on
Nursen Saracoglu, PhD Student, Telephone/Fax

+61 (0)2 9928 2458
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Mobile 0419 957 058
Nursen.E.Saracoglu@student.uts.edu.au
nsaracoglu@skm.com.au

Professor Stewart Clegg, Telephone +61 (0)2 9514 3934
stewart.clegg@uts.edu.au
Dr. John Crawford, Telephone + 61 (0) 2 9514 3621
John.crawford@uts.edu.au
If you would like to talk to someone who is not connected with the research, you may contact the
Research Ethics Officer on 02 9514 9615, and quote this number UTS HREC REF NO. 2005-19A.
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Benchmarking The search for industry best practices that lead to superior
performance.

Business Units structure A business unit is a significant organization segment
that is analysed to develop organizational strategy aimed at generating future
business or revenue.

Collaboration Collaboration is typically designed either to advance a shared
vision or to resolve a conflict. It usually results in either an exchange of
information or a joint agreement or commitment to action between two or more
parties, such as organizations.

Communication The process of exchanging information between two or more
people or entities. Organizational communication is what occurs when an
organization seeks to communicate a sense of itself to various audiences. These
audiences may be employees, customers, investors, and so on.

Contingency A possible event, occurrence, or factor that, theoretically,
management will probably have to deal with as a part of its normal repertoire of
behaviours. Common contingencies are conceived of as technology, size, and
environment.

Coping Effectively dealing with uncertainties.

Culture The pattern of shared meanings and understandings passed down through
language, symbols, and artifacts.

Design criteria The organizational capabilities that the business needs to have in
order to achieve its strategy.

Design phase The phase that identifies those changes in the organization that need
to be made to align the organization to the strategy.
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Functional structure A structure organized around major activity groups, such as
operations, research and development, marketing, finance, and human resources.

Geographic structure A structure organized around physical locations, such as
states, countries, or regions.

Group A socially cohesive set of individuals bound by the social or
organizational relations that define them. These groups may be informal, and thus
socially defined (say, the boys in R&D—research and development), or they may
be formally defined in terms of the organization’s definitions (say, the engineers
in Maintenance).

Implementation phase The phase in which the entire organization is involved as
the new design is rolled out and put into practice.

Matrix structures A system of dual reporting relationships put into place in order
to ensure that people focus simultaneously on two or more organizational forces
(functional, customer, product, or geographic). In a matrix structure the project
manager shares responsibility with the functional managers for assigning
priorities and for directing the work of person assigned to the project.

Organizational role A distinct organizational component defined by a unique
outcome and set of responsibilities, such as a business unit, a function, or a type of
job.

Organization design The deliberate process of configuring structures, processes,
reward systems, and people practices and policies to create an effective
organization capable of achieving the business strategy.

Organization structure The formal manner by which people and work are
grouped into defined units.
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Paradigm A coherent set of assumptions, concepts, values, and practices that
constitute a way of viewing reality for the community that shares them, especially
in an intellectual discipline, in which the views are widely shared as a result of
training and induction into the methods of the discipline.

Politics The use of tactics and strategies employed by individuals, groups, or
organizations in their quest for power.

Power The ability of an actor, such as a person or a collective of people—say, an
organization—to shape, frame, and direct the actions of others, even against the
resistance of those other parties. At its most mechanical, it means forcing others to
do things against their will; however, power can be far more positive and less
mechanical when it shapes and frames what others want to do—seemingly of their
own volition.

Role responsibilities The tasks to be performed that will close the gap between
the current state of the work and the desired end states.

Routinization The development of routines for action so that it becomes regular
and predictable in its parameters and consequences.

Sustainability The concept is often tied to the espousal of “green” values, which
are becoming increasingly mainstream in the wake of the Kyoto Treaty and the
realization that sustainable production is equivalent to more efficient production.
Inputs that are not wasted and processes that do not provide outputs that have to
be scrapped are both ecologically and economically rational. Waste is irrational
and inefficient.

Uncertainty A lack of information about future events, so that alternatives and
their outcomes are unpredictable

Variable A characteristic distributed across an entire population or sample of that
population that will vary in the extent to which it is displayed.
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