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Abstract

Purpose/objectives: This research deals with the development of a management
accounting system [hereafter: MAS] tailored for decentralised construction companies using
the critical success factors [hereafter: CSFs] method to support effective decision making at
management level within the researched organisation and comparable organisations. In this
context, the first research objective is to identify the CSFs within decentralised construction
companies and thereby the managers’ need for information. Based on this, a MAS has been
developed to meet this managers’ need for information. The second research objective is the
exploration of possible designs of MASs developed via the CSFs identified and tailored for

the needs of the different management levels.

Design/methodology/approach: The empirical research comprises an abductive,
qualitative, single case study approach. The need for this research has been identified
through an in-depth literature review. The empirical element that contributes to closing the
research gap has been divided into following parts: preparation of research, single case
study (expert interviews at management level, analysis of commercial documents, as well as
process/meeting observations) and result documentation, analysis and interpretation, as well

as conclusions, limitations, outlook and recommendations.

Findings: The findings represent a significant contribution to both knowledge as well as
business practice.

The literature review produced a need to bring the variables CSFs, informational needs, and
the structure of operations together. A contribution to Lénngren et al's (2010) study on
success factors related to strategic partnerships in the construction industry can be identified
in the fact that this study’s outcomes focus more on the operative and tactical CSFs in
construction companies. Moreover, this thesis deals with numerous types of performance
measurements in decentralised construction companies. This can be seen as a contribution
to Yang et al's (2010) study on performance measurements in the construction industry, as
Yang et al did not take into account the organisation of the studied companies. In general,
the focus of this thesis on the organisation of the studied construction company marks a
contribution for numerous conducted research studies (e.g. Karna, 2009; Karna et al, 2009;
Lim, 2011; Spigarelli et al, 2015).

The CSFs in decentralised construction companies could be identified and clustered into four
categories: customer-, construction management-, staff-, and decentralised organisation-
related. On this basis, three different MASs designs (for PM, BM, and MD level) could be
developed. These MASs contain classic target-performance comparisons related to the
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particular CSFs that could be identified. As not all identified CSFs can be measured, in some
cases, surveys or annual in-house appraisal interviews are recommended in order to
estimate the achievement rate of single CSFs. In addition, a greater level of awareness could
be achieved by this research and by the involvement of experts regarding a better
understanding and more transparency in many areas of activity of decentralised construction

companies.

Limitations: As the researcher dealt with the social actors in a particular organisation only,
the findings of the research are limited to this group of people. Should a generalisation of the
findings be intended, further research work would be necessary. In this context, it should be
mentioned that even within the studied organisation and therefore in the group of social
actors that were studied, different opinions and perspectives were identified.

Recommendations for further research: Future research could for instance mean a test
run of the developed MAS in business practice. For this purpose, the MAS could be tested in
the studied organisation or another decentralised construction company. A study in several
companies at once is also possible.
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1 Introduction

1.1 Introduction

The objective of this research is the development of a MAS for decentralised construction
companies to support effective decision-making on all management levels (project
management, branch management and top management) within the studied company based
on the previously identified CSFs. The research results will be reflected in a theoretical
management accounting [hereafter: MA] framework and will be applicable to decentralised

construction companies in Germany.

In the introduction chapter, the background of this research is presented. The research
questions as well as the underlying research aims and objectives are illustrated accordingly.
Furthermore, the researcher’s motivation as well as the significance for theory and practice is
briefly discussed. Finally, the thesis’ structure is explained.

1.2 Background

Modern MA has its roots in the United States of America. During the period of growth
towards the end of the 19" century, increasing competition and company sizes made it
impossible for company owners to monitor their business operations well (Holland-Letz,
2009).

Nowadays, managers of decentralised construction companies have similar problems.
According to Johannes Lunz — chief executive officer [hereafter: CEQO] of a business
consultancy specialised in the construction industry — there are specific business
characteristics within the construction industry leading to a high bankruptcy rate compared to
other commercial sectors (Lunz; www.zdb.de, 8" September 2015). The main problems in
this context are existing price instead of quality competition, low market entry barriers, offers
that only inadequately take risks into account, performance risks being shifted on
construction companies and that economic tools are hardly used by construction companies
(Lunz; Girmscheid & Busch, 2014). Another problem is poor payment performance of many
customers: the real time for payments in the German construction industry is 61 days on

average (Ries, 2010).

As each construction project varies and contains specific risks for managers of construction

companies as well as every project-based business, it is difficult to be well informed about all

crucial circumstances (Holland-Letz, 2009; Girmscheid & Busch, 2014). Furthermore,

managers — especially top managers in decentralised construction companies — cannot visit

all construction sites within their area of responsibility on a regular basis (Girmscheid &

Busch, 2014). Thus, only on-site staffs know the answers to many crucial questions (e.g. “Is
1
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the work being carried out of adequate quality?”, “Is the degree of adherence to schedules
suitable?”, “What is the degree of customer satisfaction?”). Therefore, it is crucial to have a
system available that ensures the flow of information between construction sites and
managers (branch managers [hereafter: BMs] and managing directors [hereafter: MDs]) and

thereby ensures effective decision making on all management levels.

Within business operations, problems of great importance may arise that make immediate
top management involvement necessary (e.g. payment difficulties of an important customer).
While a decentralised company organisation with several branches leads to a decision
decentralisation (BMs make many decisions), this organisational form also makes it more
challenging for top managers - who are usually located at headquarters, far away from the
branches and from on-site staff - to maintain a clear overview and make the right decisions
(Horvath, 2011).

MA provides managers on all levels with crucial information for the planning, monitoring and
controlling of the company’s operations and thereby helps to reach particular business
objectives (Fischer, Moller & Schultze, 2012; Jones, Atkinson, Lorenz & Harris, 2012), which
are usually defined by the company owner (Klett & Pivernetz, 2010).

One approach to determine which information is crucial is the CSFs method (Rockart, 1979;
Lucia & Lepsinger, 1999), which enables managers to identify those few key elements that
‘must go right’ in order to achieve business objectives (Jones & Harris, 1995; Bullen &
Rockart, 1981) and reduce the risk of business failure (Baus, 2006; Howell, 2010; Klett &
Pivernetz, 2010).

Goals B Critical success factors EEEED Measures BEEED Reports ) Database

Figure 1: Stages in the CSFs approach (Jones et al, 1995, p. 167).

Figure 1 illustrates the connection among business objectives (here: goals), CSFs (deriving
from business objectives), measures (to form the basic management information reports),
reports and database. Previous research has identified that there are CSFs specific to
individual managers, certain CSFs are common across one specific company and again
others are common to a whole industry (Jones et al, 1995). The findings of Jones et al (1995)
illustrate that systematic use of the CSFs method within a company can lead to a holistic MA
system providing each manager with the specific most needed information.

Existing research into CSFs related to the construction industry usually focuses on single
construction projects (e.g. Chan & Chan, 2004; Arain & Asif, 2010). Only Mbugua, Harris,

2



Holt & Olomolaiye (1999) and Howell (2010) deal with a holistic approach for construction
companies by developing key performance indicator systems. This is why the development
of an MA system tailored for decentralised construction companies is a significant addition to
existing research in this field.

In comparison to centralised organisations, decentralised organisations need to ensure that
every BM knows his CSFs that are derived from the overall organisation objectives (Horvath,
2011; Jones et al, 2012). Consequently, BMs’ goals and CSFs become explicit within the
entire organisation. Managers become able to clearly identify their informational needs and
can more easily identify where their focus must be in order to meet the company’s objectives
(Bullen & Rockart, 1981; Jones et al, 2012).

In order to achieve the research objectives, research depth is crucial. In this case, this
means that the researcher needs to know what is critical for the business success of
decentralised construction companies. Detailed insight into the studied organisation, its
internal processes and contexts are significant. As the MAS to be developed will be based on
these findings, an abductive research approach — implying data collection to explore a
phenomenon, identify themes and patterns, locate these in a conceptual framework and test
this through subsequent data collection and so forth (Saunders et al, 2012) — is applied. In
order to ensure in-depth insights, a qualitative research approach that uses the case study
method is adopted (Bryman et al, 2011; Saunders, Lewis & Thornhill, 2012). This choice
goes in accordance with previous research in this field (e.g. Rockart, 1979; Boynton & Zmud,
1984; Jones, 1995).

In this study, the role of the researcher is crucial. In order to create non-biased findings, it is
necessary that the researcher obtains insight into the everyday operations of the studied
organisation (Yin, 2014). For this purpose, the researcher works as a member of the
organisation and keeps detailed records of his experience (Ryan, Scapens & Theobald,
2009). The researcher depends on the knowledge and experience of the organisation’s
managers and he has to ensure a functional collaboration between the managers and
himself. In order to take up the role of a participant (Ryan et al, 2009), the researcher has
chosen the company where he is employed to apply a single case study.

According to Yin (2014), there are several sources of data in case studies. The researcher’s
employer has permitted expert interviews, access to data, and process observation
possibilities.

The analysis of commercial documents and reports of all branches can identify possible
abnormalities between the separate branches (e.g. turnover, clients, profits and personnel).



Process observations in branches enables assessment of the flow of information between

construction site personnel and managers.

The expert interviews at management level will be conducted as semi-structured interviews.
This ensures a set of important questions combined with the necessary flexibility to vary the
order in which questions are asked and add new questions in the context of the research
situation (Bryman et al, 2011; Saunders et al, 2012).

An interview with the company owner discloses the organisation’s goals from which the
company’s CSFs derive. MDs are interviewed to ascertain their impressions of the
collaboration between site personnel and BMs within the separate branches. Interviews with
all 20 BMs assure in-depth knowledge of everyday proceedings between site and branch
personnel. As skills shortage has become a problem in Germany, an interview with the head
of human resources is also intended. The researcher wants to ascertain how the company
deals with this rising strategic threat.

Interviews and other data are in either English or German, depending on the data source.
The identification of CSFs within interviews follows the processes established by Bullen and
Rockart (1981). The results of data analysis as well as researcher observations and semi-
structured expert interviews are documented. Interview transcripts are shared with the
interviewees to ensure accuracy of the data. The research is conducted in accordance with
the ethical guidelines of the University’s Handbook of Principles and Procedures (2008).

A thematic data analysis including the organisation of collected data, generation of key
themes and coding of data is applied (Fox, 2004). All data is coded, which allows cross-
connection of the key words, hypothesis testing, generation of cross-relation matrices, etc.

The outcome of the research contributes to the use of CSFs approaches as well as the
design of MASs.

1.3 Research questions

As illustrated in the previous section, the approach of developing a MAS for decentralised
construction companies via CSFs method makes a significant contribution to existing
research. The aspects within this research that require further exploration can be outlined in

two research questions:
1. What are the CSFs within decentralised construction companies?

2. What are possible designs of MASs developed via the CSFs identified and tailored for
the needs of the different management levels?



The answers to these questions will help academics and practitioners to gather information in
the fields of CSFs and MA. Furthermore, the research results will be significant for the
organisation that is being studied, as the company owner demonstrated in a personal
appointment on 3 August 2017, in which the research objectives, approach and
methodology were reviewed.

1.4 Research aim and objectives

The author’s aim is to develop a MAS for decentralised construction companies that supports
effective decision making on all management levels. In line with this, a qualitative abductive
research approach including a single case study has generated the necessary primary data.
Prior to this, a literature review was conducted to gain a theoretical understanding, ascertain
the current state of science, assess existing connections between CSFs and MA and shine a
light on existing knowledge gaps in business research.

In order to close the identified knowledge gaps and meet the overarching aim of this

research, two research objectives were formulated by the author:
1. To explore the CSFs within decentralised construction companies.

2. Toillustrate possible designs of MASs developed via the CSFs identified and tailored
for the needs of the different management levels.

1.5 Research motivation and importance

The author has been working for the organisation to be studied since 2009. The organisation
is a German decentralised construction company with an annual turnover of 130 million
[hereafter: m] € and approximately 900 employees spread over 20 branches throughout
Germany and further two branches in Poland. The company is 100% family-owned (53.3%
author’s father; 46.7% author). Since his first days at the organisation, the author has been
deployed at the head office, where all administrative departments are located. The assembly

departments — the company’s profit centres — are located in the decentral branches.

While the business is performing well in general, there are significant differences in profits
among the different branches. Annually recurring profit margins from +20% in some
branches to -10% in a few other branches in relation to the particular annual turnover are
common. With an average annual branch turnover of 6.5m €, the single branch profits can
therefore range from +1.3m € to -650,000 €. In addition to that, the profit trend has been
worsening during the last business years. For the author, being a pure business economist,
this situation is unacceptable.



The first analysis of the production costs conducted by the author remained inconclusive: the
reasons for the diverging branch profits do not stem from the labour costs, constituting
approximately 70% of the production costs, as wages are almost similar throughout
Germany. Only in former Eastern Germany are wages still slightly below those in West
Germany (www.gehalt.de, 29.11.2017). The same applies to rural environments compared to
urban areas (www.gehalt.de, 29.11.2017). However, the company’s branch profits do not
decline from former Eastern to West Germany or from rural environment to urban areas.
Furthermore, the differences in wages are too small to make a measurable difference. The
reasons for the branch profit divergences are not located in materials procurement either,
which constitutes the remaining approximately 30% of the production costs, as branches buy
all materials through the “central procurement” department located in the head office.
According to the head of central procurement and based on the vendor invoices, material
prices only very slightly differ from branch to branch, depending on the local suppliers in the
different regions. Again, the differences are too low to cause measurable differences. The
reason for the diverging branch profits cannot be found among the usual production costs.
The author came to the assumption that there have to be extraordinary incidents during the
sales procedures or during the execution of the construction works processes that result in

low profit margins and losses.

Obviously, some BMs who are mainly responsible for sales (and therefore also for customer
selection, tender preparation, quotation and risk assessment prior to the conclusion of
contracts) and the supervision of the construction works (and therefore also for quality
management, adherence to given schedules on construction sites, ensuring sufficient site
personnel and the entire risk management after the conclusion of contracts) within their
particular branch often make appropriate decisions, while other BMs with the same
responsibilities often make less appropriate decisions. The author came to the assumption
that the decision-making processes within the different branches must vary strongly. It is
possible that some BMs do not focus on the truly important issues within their area of
responsibility.

The author commenced an analysis of the existing business literature in order to find
solutions for this kind of problems. A combination of the CSFs method by Rockart (1979) that
enables managers to identify those few key elements that ‘must go right’ within their area of
responsibility and MA that provides managers with crucial information about what is needed
to plan, monitor and control their business operations (Fischer, Méller & Schultze, 2012;
Jones, Atkinson, Lorenz & Harris, 2012) seemed to be a promising approach to solve the
problems.
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1.6 Structure of the thesis

The thesis is structured into four chapters:

The first chapter — the introduction — provides an overview of the theoretical gap between
literature and the business practice of decentralised construction companies. The problem of
an insufficient flow of information between construction site personnel and managers within
decentralised construction companies is presented. Furthermore, the research questions and
objectives arising from this problem are defined. Finally, the research approach and the
author’s research motivation are briefly described.

The second chapter — literature review — names relevant literature within the fields of
interest MA, CSFs and decentralised organisations. This chapter generates theoretical
understanding and compiles the current state of science in the fields of managers’
informational needs, CSFs and MA. Furthermore, existing knowledge gaps are presented as

the starting point for this research study.

The third chapter — methodology — provides detailed information regarding the research
approach, data collection and analysis methods, and also shows how the validity and

reliability of the research results are ensured.

The fourth chapter — case study research — firstly characterises the company in which the
single case study (including semi-structured expert interviews, analysis of commercial
documents, and process/meeting observations) is conducted. The author provides
information regarding the organisation’s history, business operations, business environment
and internal organisation. The results from the conducted study are presented in a
transparent manner. The author provides an overview of the findings from the expert
interviews, an analysis of commercial documents, and the process/meeting observations.
Moreover, the chapter provides a brief summary of the research findings followed by a
discussion of the contribution to theory and business practice. Furthermore, limitations of the
research study are indicated and suggestions for further research are given.



2 Literature review

2.1 Introduction

The aim of this literature review is to understand what kind of research exists in the field of
CSFs and MA relating to decentralised organisations. In addition, its intention is to
understand what kind of literature exists, with respect to decentralised construction
companies in these areas that could meet the managers’ informational needs. The goal is to
identify a possible knowledge gap in the existing literature that needs further attention and
more research in this particular field of interest, which contributes to theoretical knowledge as

well as better business practice.

As a primary step and in accordance with the suggestions by Tranfield, Denyer and Smart
(20083), a scoping study was conducted to gain a first overview of the existing literature in the
field of interest, i.e. CSFs and MA. Additionally, the scoping study was used to define the
limits of the topic for the in-depth literature review. This preliminary piece of work was
submitted as an assignment at the Business School of the University of Gloucestershire to
adjust the direction of further research. Furthermore, this assignment was discussed in both
action learning sets with other doctoral candidates as well as experts on the side of the
researcher’s employer. Subsequently, an extensive literature review was conducted to
identify a research gap within the fields of interest and review the intended research
questions and research objectives. This in-depth literature review, which was mainly
conducted throughout 2017, will be described in the following sections. With the
advancement of research, the author continued to regularly screen relevant literature

throughout the research process.

Literature for this review was searched by using English and German search terms,
essentially looking at titles and abstracts of references as well as cross-reading papers,
journals, reports, books and bibliographies to generate further search terms and
combinations of search terms that were then looked up. The main search terms were as

follows:
o CSF(s)
e (CSF(s) method
e MA
e Decentralised organisation(s)

e Managers’ informational needs



e Construction industry
e CSFs in decentralised organisations

e CSFs in construction industry/companies

e (CSFs model
e MAS
¢ MA model

e manager CSFs

e Management control

e Change management

e Managers’ goals

e Executive information system(s)

e Management information system(s)

e Trendsin MA

e Trends in CSF(s)

e Decentralised organisational structure disadvantages
e Decentralised organisational structure advantages

All search terms were entered in relevant electronic databases such as SAGE Research
Methods, ProQuest and Business Source Complete. Moreover, catalogues of the University
of Applied Sciences in Bruhl (EUFH) as well as further online sources such as Google,
Google Scholar and appropriate homepages were used during the search.

This process created a large diversity and quantity of potential references for the literature
review and thereby for the entire study, which is organised in several sections (see following
sections) and guides to a knowledge gap in the existing research and in consequence to
corresponding research questions and objectives for this thesis.

2.2 CSFs

Developing effective MASs requires an understanding of the specific CSFs in an
organisation. For decades, the ideas on what executives need to focus on — as Rockart
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(1979) noted — have shaped the research on CSFs that managers need to know
when making decisions. According to Bullen and Rockart (1981), these CFSs are the few
areas of activity in which favourable results are required for managers to reach their goals.
Therefore, there is a need to understand whether these factors still apply in the 21°
century. On the same note, organisations continue to face unique challenges depending on
the environment in which they operate. For example, a country-specific environment
can define CSFsrequired to assist profit-making organisations in competing with
multinational rivals (Brouthers, 1998). Other important considerations include the industry
in which a company operates and the organisational structure (whether centralised or
decentralised). It is therefore also important to note how these factors contribute to the
success of a profit-making organisation.

In the construction industry, a decentralised management structure creates a platform where
managers are supposed to make independent and informed decisions. With decentralised
structures, managers heading decentralised units have the power to make final decisions on
specific projects depending on information that they acquire through MA. A study by Anwar
and Tugan (2006) demonstrated how access to information makes it possible for managers
to make evidence-based decisions that lead to the overall success of their organisations.
Studies have also shown the importance of MA information in facilitating the decision-making
process (Kissi, Dainty & Liu, 2012; Isaksson & Linderoth, 2018; Tan, Zaman & Sutrisna,
2018). For example, Tan et al (2018) noted how construction projects proceed through
phases. Therefore, a continuous flow of information, provided by MA, is critical as it assists
the executives involved in their decision-making process. Therefore, there is a need to
examine the managers’ informational needs and the CSFs associated with decentralised
organisations. Focusing on the construction industry provides crucial insights regarding the
industry-specific success factors.

As CSFs and key performance indicators (KPIs) are often treated similarly, both concepts
including their differences and linkages are illustrated: CSFs mark implicit knowledge and
underlie the officially formulated company goals (Bullen & Rockart, 1981). Managers need to
be aware of this knowledge in order to make effective decision making and therefore to reach
the official company goals (Rockart, 1979). The CSFs are the few areas that a particular
manager needs to focus on in order to run the business well (Bullen & Rockart, 1981). A KPI
on the other hand, is a type of performance measurement. KPIs evaluate the success of an
organization or a particular activity (such as projects, programs, products and other
initiatives) in which it engages (Fitz-Gibbon, 1990). Such an activity can be a single CSF, too.
Therefore, a single CSF can be measured by a single underlying KPI.
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2.2.1 The managers’ information needs

Research on decision modelling, as well as operation research, shows the crucial role of
information in the management of organisations. For decades, researchers continuously
evaluated the type and form of information that managers require to make decisions. For
example, a piece of empirical evidence needs to be presented in a specific format that can
be applied easily. In a study by Rockart (1979), chief executive officers (CEOs) mentioned
the type of data that they need in the form of management information systems. Rockart
(1979) reveals the challenges that executives face while searching for useful information to
aid their decision-making processes. In a recent study, Lyytinen and Grover (2017) show the
increasing need for accurate information that will allow executives to make appropriate
decisions in a timely manner. In the construction industry, timely decision making is important
as projects are time-bound. According to Tan et al (2018), negative implications associated
with working behind schedule can range from financial ones to the reputation of the
construction company. According to Lyytinen and Grover (2017), management decision
models are essential because they offer the executives various options. Hence the need to
revisit the management misinformation systems and to replace them with systems that offer
accurate information. In another study, Bahmani and Farhadpoor (2017) examine the
necessity of accessing quality information in order to eliminate uncertainties. The findings
revealed that the accessibility and quality of information are important factors that contribute
greatly to the success of an organisation. The practicability and accessibility of the data
allows the manager to decide promptly, while the quality of the information ensures the
accuracy of the decision (Bahmani & Farhadpoor, 2017). In other words, a decision made
based on inaccurate information will lead to an undesirable outcome that can in turn lead to a
long-term negative effect on the performance of an organisation. In a similar study,
Osunrinde and Tiamiyu (2017) explore the process of identifying, evaluating and utilising
information as part of the decision-making process. Osunrinde and Tiamiyu (2017) echo the
argument by Bahmani and Farhadpoor (2017) that the identification of relevant information is
an essential step in the decision-making process. According to Osunrinde and Tiamiyu
(2017), the evaluation of information allows managers to determine whether to use the

information or not.

2.2.2 CSFs in the construction industry

There is a need for a better understanding of the CSFs associated with the construction
industry. Through better understanding, it becomes possible to develop an efficient MAS for
decentralised companies operating in the industry. Studies show several industry-specific
CSFs that executives in the construction sector need to be aware of in order to gain a
competitive edge (Karna, 2009; Spigarelli, Alon & Mucelli, 2015; Yang, Yeung, Chan, Chiang

& Chan, 2010). According to Yang et al (2010), CSFs in the construction sector can be
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examined on project level as well as on organisational or on stakeholder level. For instance,
construction companies operate in a distinctive manner, since they need to handle various
separate projects at the same time. Therefore, according to Yang et al (2010), analysing the
CSFs on project level can help to understand what managers need to do to ensure the
success of a particular project. This insight is important in case the organisation has to
operate as a decentralised unit. There is a necessity to assess the CSFs that executives
need to know and to determine how MA can assist in utilising the much-needed information.
As a consequence, it becomes possible to determine the type of information that managers
need in their decision-making process.

The goal of this literature review is to examine the CSFs within the construction industry by
focusing on MA. It is critical to tailor these factors to the industry, the company and the
individual manager, as Bullen and Rockart (1981) and Hardcastle, Edwards, Akintoye and Li
(2005) argue. According to Bullen and Rockart (1981), CSFs are a rare area in which
satisfactory results will ensure successful competitive performance for the organisation. This
is the area where things must enable the managers to achieve their goals. However,
according to Bullen and Rockart (1981), the CSFs depend on the specifics associated with a
particular situation that a manager is handling. Therefore, it is necessary to examine the
prime source of CSFs that matches the construction industry, especially when a
decentralised structure is applied. For example, Bullen and Rockart (1981) suggest five
prime sources of CSFs, namely the industry, competitive strategy, environmental factors,
temporal factors and managerial position.

In this regard, it is important to note how the construction industry differs from other
industries. For example, the operations and construction projects are time-bound with
specific deliverables that should be achieved at different stages. A study by Shahu, Pundir
and Ganapathy (2012) shows how project managers [hereafter: PMs] in the construction
industry work together and make adjustments aimed at prioritising functionality. Therefore,
Shahu et al (2012) emphasise the need for flexibility to facilitate the necessary changes. The
finding by Shahu et al (2012) is similar to an earlier observation by Toor and Ogunlana
(2008) that large-scale construction projects require a flexible working platform. With
flexibility, managers can make the necessary changes by adapting the factors of success as
the project continues. According to Toor and Ogunlana (2008), the different stages in a
construction project strongly differ regarding the required resources, the complexity and other
success factors. Therefore, it is important for PMs to understand the dynamics and focus on
stage-specific CSFs. Other studies also show the importance of flexibility, especially when an
organisation is operating in a rapidly changing environment (Shahu et al, 2012; Yong &
Mustaffa, 2012; Nirodha, Amaratunga & Haigh, 2014; Gudiene, Banaitis & Banaitiene, 2013).
For example, Yong and Mustaffa (2012) provide empirical evidence showing that the
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effective allocation of manpower ranks as the most critical project-related success factor
within the construction industry. As a consequence, flexibility at organisational level allows
managers to plan human capital needs depending on the level or stage of the project.
Regarding competitive strategy, Bullen and Rockart (1981) note that each organisation within
an industry usually deals with its own individual situation. That is why its history and
competitive strategies play a significant role in determining the possibility of success for this
organisation. Bullen and Rockart (1981) provide an example of a small company that is keen
on protecting its niche within a particular industry. An executive running such a firm will need
to focus on specific tactics that can address the limitations, while at the same time exploiting
available opportunities for success. This source of CSFs is evident in the construction
industry, as a study by Lim and Peltner (2011) shows. In the study, Lim and Peltner (2011)
explore the innovation performance of construction companies by comparing German and
Singaporean construction enterprises. The findings showed that industry-specific success
factors in Germany differ from those in Singapore. Lim and Peltner (2011) reveal that
German construction companies were better equipped to compete within the construction
industry. In particular, Germany offers a mature and innovative landscape that cultivates the
strengths of German construction firms by focusing on unique and company-specific
resources. Consequently, German construction companies are better placed to compete with
the Singaporean firms in case they ventured into the same market. By contrast, Singaporean
construction companies have weak firm dynamics and innovation capabilities, mostly
because they rely on the nation’s basic science and technology research.

Concerning temporal factors, Bullen and Rockart (1981) observe that some areas of
activities within an organisation become critical for a particular period when something out of
the ordinary occurs. Bullen and Rockart (1981) offer the example of a crisis that might occur
when a large number of executives leave. According to Bullen and Rockart (1981), such an
unexpected turn of events should lead to a short-term CSF for hiring new employees to
rebuild the executive team. In the construction industry, such occurrences can never be ruled
out completely.

Regarding the managerial positions, Bullen and Rockart (1981) argue that each functional
managerial position is associated with a generic set of CSFs. Therefore, CSFs tend to differ
from one manager to another depending on the individual’s hierarchical position within the
organisation. For example, an executive and a mid-level manager may end up focusing on
different CSFs since their roles and responsibilities strongly differ. A study by Metri (2005)
supports the idea by Bullen and Rockart (1981) by offering empirical evidence that ranks top
management commitment as the most CSFs in the construction industry. In another study by
Altayeb and Alhasanat (2014), the findings highlight leadership, process management and
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resource management as the three main success factors in the construction industry. These

studies confirm how strongly the managerial positions influence the success factors.

2.2.2.1 Timeliness as a crucial factor for the completion of projects
Timeliness is an important success factor in the construction industry. Since projects can
often take years to complete, working on schedule is highly important, especially when the
contractee wants to use the finished building for commercial purposes. A study by Mahmood
and Sajid (2012) focuses on CSFs associated with the construction companies and how
these factors can be manipulated to gain competitive advantage. The study focuses on 36
particular construction companies. The findings reveal that the human factor, the financial
factor and the organisational factor are the main factors that determine the success factors in
the construction industry. According to Tsiga, Emes, and Smith (2016), technical and
environmental factors are equally important in ensuring the success of firms operating in the
construction industries.
Another study by Dursun and Stoy (2012) examines the determinants of construction
duration for construction projects in Germany. Dursun and Stoy (2012) conclude that
predicting the duration for a construction project at an early stage is a critical issue. It can be
easily manipulated to ensure the success of the project. The statement regarding the
duration of a project forms the foundation for planning, budgeting and progress monitoring,
which are equally important elements in the different construction stages. For PMs, the
modelling and prediction of construction durations is critical in order to make informed
decisions during different stages of execution. In a similar study, Akhavan and Zahedi (2014)
examine the CSFs in project-based organisations. The study involved 8,000 participants
involved in different activities such as PMs, leaders and junior staff members working in
various German project-based organisations. The findings support the outcome by Dursun
and Stoy (2012) that knowledge structure is a CSF that contributes significantly to the timely
completion of projects. Therefore, according to Akhavan and Zahedi (2014), there is a need
for a knowledge strategy, which plays a significant role in ensuring that managers obtain the
information that they need to make the most conclusive and correct decisions. Only through
informed decisions, it is possible for such organisations to complete their projects within
schedule.

2.2.2.2 Human-related CSFs
Effective communication is an important aspect when it comes to ensuring the success of a
construction project (Mahmood & Sajid, 2012). According to Mahmood and Sajid (2012), the
manner in which people communicate plays a significant role in enhancing communication.
When the executive managers communicate with their juniors effectively, they get an
opportunity to learn about the challenges facing their organisations. According to Tsiga et al
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(2016), feedback is a critical aspect of communication as it allows more effective
communication. The success of a construction project is therefore determined by the
coordination within the workforce and the effectiveness of communication structures. For
instance, one of the critical questions is whether senior managers are in a position to obtain
information that they require from experts holding junior positions. Communication is not only
vital in the relationship between the team members, but also within the whole organisation.
Adeleke, Bahaudin and Kamaruddeen (2016) are in line with Tsiga et al (2016), as they
came to the conclusion that effective and proper communication is crucial among employees
in the construction industry during project execution and have a positive influence on the
company’s risk management.

Motivation of workers is another important aspect that affects the success of a construction
project. Workers who are rewarded for their contribution to a project often tend to put more
effort into their work (Tsiga et al, 2016). Other workers will also strive to be rewarded, which
generally benefits the project as a whole. Providing education to all members involved in a
particular construction project is vital, as they learn about their roles and how to hone their
skills. During education programs, all members — irrespective of their capacity — get to
interact and build relationships that will prove useful throughout the duration of the project.
The various team members get to learn new skills and knowledge that they can incorporate
into all steps of the construction.

Zaidi, Zawawi and Nordin (2019) have studied employees’ performance in construction
companies. The researchers have come to the conclusion that the employees’ performance
mainly depends on the employees’ commitment, which marks the willingness to actively
participate in company’s tasks. The employees’ commitment in turn, according to the
authors, is stimulated by the employees’ personal accountability (in decentralised
organisations: the transfer of power into the branches), bonuses for managers and
employees, and an existing flexibility related to decision-making processes.

Team education plays an essential role in the construction business since it gets every
member involved which in turn leads to the success of the project. The interactions between
team member in the process of their education help to create a platform for the workers to
share their worries as well as their knowledge and also to learn skills (Tsiga et al, 2016). This
is a CSF in the construction industry since it allows the management to utilise the human
resource fully which leads to a better overall performance. The same interactions also enable
the managers to communicate and collaborate more freely with their juniors, which is helpful
in speeding up the work progress and providing quality work. Building a strong team usually
helps to speed up the decision-making process and to achieve better results. It is essential
for PMs to enhance good communication and provide solutions that will sustain strong
relationships for the success of the construction project.
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2.2.2.3 Finance-related CSFs
The financing capacity of a construction project determines how successful it will turn out to
be, according to Myers (1984) who examined the financial theories that apply in different
profit-making organisations. According to Myers (1984), financial constraints can lead to
shortage of other resources that are required to ensure the success of a particular project.
Such a scarcity can potentially stall a project and frustrate the management team that is
tasked with ensuring the success of the ongoing construction project. Therefore, as Myers
(1984) states, PMs often view success of a project in terms of time, cost, and the quality of
the construction. While completing the project in time is important, the costs and quality are
equally important factors. Large projects usually require huge amounts of money and other
resources in order to achieve a satisfactory outcome (Kikwasi, 2012). Shortage of finances
could pose a major setback to the timely completion of the work. The study by Kikwasi
(2012) seeks to discuss the factors that can cause delay in construction projects. The study
reveals that these delays are caused by financial constraints that prevent punctual payments
to contractors, by compensation problems, by devaluation of work done and by lack of
funding for the projects (Kikwasi, 2012).
A client’s delay in providing payments could also be a great setback for the completion of a
project. Cases of misappropriation of allocated funds for a project are not unheard of and
represent a significant percentage of all causes for delay. In order to meet all of the financial
challenges that could come up in a construction project, the theory of Discounted Cash Flow
must be employed to cover budgeting, project valuation and asset valuation (Myers, 2001).
This theory has proved to be successful because it calculates the future returns of the project
by giving discount to the future cash flow that will yield similar returns in the market.
One possibility to manage the risks arising from late customer payments is the use of bank
guarantees (Chovancova, Krejza & Vankova, 2019). According to the authors, bank
guarantees help release cash and save costs for financing. In addition, bank guarantees help
limit risk arising from a contract and secure the risk of non-payment.
According to Khalied and Kandil (2009), in order to counter delay in construction projects, the
implementation schedules as well as the financial accountability should be closely monitored
to ensure no funds are misappropriated in any way. Khalied and Kandil (2009) state that
large construction projects require a well calculated financial outlay because projects that last
long before completion require capital that needs to be developed to last for the period the
construction is in progress (Khalied & Kandil, 2009). Providing a large capital input may also
be important because currencies tend to fluctuate occasionally.

2.2.2.4 Organisation-related CSFs
The construction industry is complex in nature and there is no shortage of risks. Apart from

completing a project within a given time frame, it is also important to ensure that the
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allocated resources are sufficient to complete the project without compromising the quality of
work (Lénngren, Rosenkranz & Kolbe, 2010). Therefore, the factors within the organisation
play a crucial role in ensuring the success of a particular project. In order to achieve this, the
organisational structure of the project is vital, from the PMs to site contractors and
supervisors. The power of interaction and the working relationship that they build is essential
for the timely completion of the project and at the same time it ensures quality work.
According to Lonngren et al (2010), a poorly planned work might end up taking longer to
complete and might therefore pose more financial threats than initially calculated. Proper
organisation of a project ensures that all plans are effective in terms of cost, quality,
technology, safety and the environment of the construction. The better organised a project
is, the sooner it will also point to any necessary changes of plans which will enable all
persons involved to take swift action and avoid financial losses.

With regards to the leadership in construction organisations, the implementation of active
leadership is another crucial factor (Adeleke et al, 2016). Adeleke et al (2016) found out that
active leadership has a positive relationship to construction companies’ risk management.
Issues during the project execution process become less likely, if managers of construction
companies conduct active leadership (taking into account coaching, motivation, training,
inspiring, team building, and mentoring). This is closely connected to the human factors
illustrated in Section 2.2.2.2.
2.2.3 Decentralised organisation-related CSFs

When it comes to decentralised organisations, it is important to ensure that the heads of
department are given the freedom to practice their forms of management with the objectives
of the organisation in mind. Each manager will plan how they will achieve the success of a
project and how their decision-making processes can support these plans. CSFs in
decentralised organisations are not clearly defined in detail but rely strongly on individual
managers and their managerial perspectives. As the system is decentralised, it means that
the management of each decentralised unit must be focused on achieving the overall goals
set by the organisation. One of the CSFs for decentralised organisations is the devolution of
financial resources. According to the Speaker of the National Assembly of Armenia, the
devolution of finances and participation by lower management in the decision-making
process are critical to the success of decentralised organisations (lliner, 2000). The
government is defined as one large decentralised organisation which sets a clear example of
how financial devolution is key to the success of other decentralised organisations (lliner,
2000). He continues to say that the devolution of power from the top downwards without the
corresponding endowment of financial freedom will hinder the process of decentralisation. He
argues that without financial autonomy, managers will lack motivation and will not feel as

though they are a part of a team and this frame of mind will inhibit the success of the entire
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organisation (lllner, 2008). Providing financial freedom, on the other hand, will allow for
integration and cooperation between managers and will thereby ensure rounded productivity
within the organisation.

A study by Akhavan, Jafari, and Fathian (2006) uses data from several companies that
practise knowledge management. The findings reveal that several CSFs make up an
effective knowledge management system. According to Akhavan et al (2006), knowledge
strategies, knowledge sharing, training programs, a network of experts, managerial
involvement and a good organisational culture were the main factors leading to effective
knowledge management. Liebowitz (1999) defined knowledge strategy as the ability of an
organisation to turn its objectives into a strategic plan. Organisations that have the right
knowledge strategies can utilise their resources well to achieve knowledge management
goals. Knowledge sharing is a tool of knowledge management, where the company focuses
on the flow of quality information between the departments, its employees, and other
stakeholders through training events and other departmental activities (Kucza, 2001). These,
among other tools of knowledge management, form an intricate part of CSFs for
decentralised organisations. Communication is essential for all of them. The departments of
organisations are often quite detached as though they were entities of their own. In some
cases, this leads to confusion and to the impression that a department may set its goals too
independently, forgetting that it is merely one cog in a much bigger machine. This shows how
vital standardisation is to the success of a decentralised organisation. A decentralised
organisation needs to have a baseline standard that defines the overall goals of the
organisation as a means of guiding the organisation as a whole in a particular direction. An
organisation cannot be successful if each department is pursuing its own goals and none of
these goals are in accordance with what the company as a whole seeks to achieve.
According to a study by lan, Perry, and Daniel (2015), standardisation is critical for high
performance, consistency, and predictability in any organisation’s operations. Some of the
most profitable companies in the world like Toyota have achieved their success through
standardisation of their goals and their production. Looking at Toyota, the company has
made sure to profoundly standardise its production process across its several facilities
around the world, thereby giving its consumers a consistent product experience irrespective
of their location on the planet. There is a high adherence to standards where supervisors
make sure that the original organisational vision is maintained across all its facilities and
ensure that all facilities have synchronised operations and productivity (lan, Perry & Daniel,
2015). Without proper standardisation, it is not possible for a decentralised organisation to
achieve the same level of consumer satisfaction or product quality throughout all of its units.
Standardisation helps to bring together all different management strategies that are

18



employed by the various managers of the units, to focus on one common goal and to avoid
deviation from organisational visions and objectives.

In a recent study about an agricultural district that operates under a decentralised system,
Okorley, Gray and Reid (2009) show that, in general, decentralised organisations have a
better chance to succeed. Okorley et al (2009) focus on evaluating some of the critical
factors that contributed to the success of the project. In the study, it was found that political
as well as organisational factors play a vital role in the success of a democratic system which
illustrates its qualification as a CSF (Okorley et al, 2009). The political factors discussed in
the study include the level of decentralisation among the departments, the availability of a
defined legal framework in terms of devolution and the will to decentralise (Okorley, Gray &
Reid, 2009). Within an organisation, political factors refer to factors outside the department,
either concerning the executive management or other departments within the organisation.
Considering this in the context of this study, we must conclude that for a decentralised
organisation to be successful, it must focus on ensuring that there is a consistent level of
decentralisation within its departments. For example, if one department is given more
autonomy than the others, there is the risk of a sinking morale in the departments with limited
resources. Uniform decentralisation cannot be achieved if there is no legal framework stating
the roles and duties of each authoritative entity within the organisation.

According to Okorley et al (2009), the availability of a legal framework in terms of the
decentralisation is a CSF. The trio argues that the willingness of the central authority to
devolve power to lower stations, together with a precise definition of duties and
responsibilities, is vital for the reduction of interferences experienced in faulty decentralised
systems. There must be instructions to follow the chain of command and state the roles of
each department head. Without the willingness of the central authority to hand over parts of
its power, departments will lack the innovative space to explore their full potentials due to
interference and overlapping roles that in turn cause redundancy and inefficiency. Managers
should be given sufficient power to make autonomous decisions that are aimed at the
objectives of the organisation and geared towards development.

The study defines organisational factors as those variables that affect the extension districts
from within. One of the CSFs in these areas includes the empowerment of stakeholders
through participation in the district’s activities (Okorley et al, 2009). Here, the regions
ensured accountability to the stakeholders by providing vital information about their progress
and inviting their presence on essential district activities to enhance transparency. According
to Akhavan, Jafari, and Fathian (2006), transparency acquired through organisational events
facilitates knowledge sharing which is a crucial tool in implementing knowledge management
systems which in turn plays a key role in the success of a decentralised organisation. It is
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true to say that employee participation in a department’s activities is a CSF for decentralised
organisations.

One of the supporting pillars of a decentralised system is communication (Husain, 2013). It is
the responsibility of the management to ensure that organisational goals are effectively
communicated to the employees so that the departments work towards a common goal from
a position of autonomy and to practice innovation and creativity (Husain, 2013). In a study to
investigate the relationship between organisational success and communication, Husain
(2013) ascertains that a strong connection plays a significant role in improving employee
morale and inducing organisational change. Seeking to show the position of knowledge
management and its components as CSFs of an organisation, Akhavan et al (2006)
ascertain that most organisations know the value of knowledge management and its role in
improving the organisational success when correctly implemented. Knowledge management
is an integrated and systematic approach to gathering, management and sharing of
information within an organisation. This also includes individual expertise through enhancing
communication among department members (Dan, 2003). According to Michael (2000),
knowledge management is a set of strategic measures that is geared towards improving
communication within an organisation with the aim of generating innovation, value, and
progress.

Another crucial factor is that teams within construction companies are willing to improve their
skills and competencies (Adeleke et al, 2016). Adeleke et al (2016) came to the conclusion
that construction organisations that stimulate this will usually be more successful compared
to other companies that do not focus on this factor.

For example, the Siemens Company focused on a policy that allowed the company to
engage in consultancy work because, at the time, solutions selling was a productive venture
(Akhavan, Jafari & Fathian, 2006). It is through this strategic idea that ShareNet, a global
platform where the company could share quality marketing practices, was born. Knowledge
sharing is a tool of knowledge management in the process of which the company focuses on
the flow of quality information between the departments, its employees, and other
stakeholders with the help of training events and other departmental activities (Kucza, 2001).
These, among other tools of knowledge management, form an intricate part of all CSFs for

decentralised organisations that focus on the importance of communication.

2.2.4 CSFs in decentralised construction companies
Construction companies make up a significant percentage of registered companies in the
United States and other countries around the globe. However, these huge numbers are
inconsistent with the number of companies that remain in business for more than five years;

there seems to be a high percentage of failures, especially in young start-ups (Lasker,
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Schuette, Cox & Beck, 2010). Between 2004 and 2006, more than 24% of the total
construction companies failed, with 34% among those failed being small start-up companies
(Lasker et al, 2010). In recent years, concurrent engineering and performance management
have boosted success in the manufacturing industry. Despite efforts by the construction
industry to adopt some of the measures used in the manufacturing industry, it has not been
able to gain the same amount of success (Ahmad, Svalestuen, Andersen & Torp, 2016). The
staggering numbers of failing start-ups called the attention of researchers and they started to
evaluate the causative factors for the low performance in construction companies. The study
focuses on the data of several secondary sources in order to identify the root of the problem
that seemed to affect the construction companies. According to Mbugua, Harris, Holt, and
Olomolaiye (1999), there is a serious need for the construction industry to increase their
competitive advantage through performance assessment as a means of organisational
improvement. It is said that the study of CSFs plays a central role in improving organisational
success in decentralised construction companies (Saqib, Farooqui & Lodi, 2008). This
section of the paper will be focused on assessing and evaluating different critical factors of
success in the decentralised construction industry. Discussed below are some of the factors
that were found to be influential for the success of construction companies. They are
arranged into seven categories that are believed to be of utmost importance for the success
of a project in the construction industry. They are as follows:

Project management-related CSFs

According to Hubbard (1990), the success of any project lies with project management.
Project management is involved with the successful implementation of the project through
coordination, planning and devolution of appropriate functions for the project’s success
(Inayat, 2012). Planning, the decision-making process and prior project management
experience are some of the project management factors that highly influence the success of
a project (Saqib, Farooqui & Lodi, 2008). In general, project management is the most
important CSF in decentralised construction companies.

2.2.4.1 Customer-related CSFs

The participation of the client and other related shareholders in the project plays an essential
role in the success of a project. In a recent study that sought to seek a constructor’s
perspective on factors that affect the success of construction projects, Hamdia (2008)
ascertained that customer satisfaction is a key factor in the success of construction projects
within the region. In a previous study, Chan and Kumaraswamy (1997) argue that several
client factors including the customer’s knowledge of construction, financial capability as well
risk evaluation affect the success of construction projects. When looking at client-related

factors, the cost of the project, timeliness of completion and quality are some of the early
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indicators of a project’s success. The client’s ability to make decisions, their influence on the
project as well as a clear definition of project goals are some of the critical factors of success
related to the client that highly improve the success of a construction project and
consequentially that of the organisation (Lasker, Schuette, Cox & Beck, 2010). Most start-up
companies fail because they lack sufficient resources to satisfy customer needs. This is
shown by the high failure rate of self-employed workers. These companies constituted 75%
of all start-up construction companies in the United States in 2007 (Lasker, Schuette, Cox &
Beck, 2010). Without the approval of a client, it is difficult for a construction company to gain

new business due to negative reviews and lack of referrals.

2.2.4.2 Procurement-related CSFs
The procurement process is an important stage for construction projects because it gives an
overall preview of the organisation’s competencies. However, it has been noted that most
organisations face challenges due to inadequate procurement procedures that are focused
on short-term goals rather than long-term perspectives that are geared towards excellence
(Eriksson & Westerberg, 2009). That is why there is a need for construction companies to
develop holistic approaches towards procurement to ensure that all project objectives are
attained within the procumbent documents. Some of the CSFs related to procurement
include economic performance, time performance and quality performance (Eriksson &
Westerberg, 2009). Economic performance is best measured by factors within the bidding
process where a competitive bidding price, as well as value for money, is evaluated in
comparison to the set objectives (Farooqui, Ahmed & Lodi, 2008). In a study conducted by
Khisa (2015) it is ascertained that 43 of the 80 participants in the study agreed that costs
affect successful completion of roadworks. Khisa (2015) went ahead to add that other factors
like the overall cost of the project, cost of maintenance, and the risk factor involved may
cause investors to choose other procurement procedures (Khisa, 2015). The transparency of
the procurement, as well as the procurement process used by an organisation, play a key

role in the success of construction companies.

2.2.4.3 PM-related CSFs
PMs play an important role in the success of a construction project of an organisation. They
are tasked with managing the project's resources and ensuring that the project is delivered
on time, budget and quality agreed (Sarda & Dewalkar, 2016). They are the coordinators of
the project from its inception until its completion. Successful PMs are skilled managers with a
technical knowledge of the field and good people relations (Devi, 2013; Mlecnik, 2014). In a
study with the aim to evaluate the causes of success in fifteen sampled organisations, it was
ascertained that nine of the companies that were ranked as exceptional in performance and

project success were run by highly qualified managers (Naoum, Fong & Walker, 2004).
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According to Saqib, Farooqui, and Lodi (2008) a manager's competency in pursuing their
goals, their experience in project management, and their ability to coordinate daily activities
had a critical value of 4, showing that these are the key CSFs connected to the position of
PM. Additionally, successful managers are defined by their ability to communicate
organisational goals efficiently and get employees to work (Devi, 2013). In terms of CSFs
related to PMs, it is all about the manager’s ability to carry out managerial duties with

experience and strategy.

Contract experience 9.22 10 4
Site management 9.11 10 4
Supervision 9.06 10 4
Extent (involvement) of subcontracting 8.33 8 4
Contractor’s cash flow 9.32 10 4
Effectiveness of cost control system 8.50 8 4
Speed of information flow 8.81 9 4

Table 1: List of CSFs related to the contractor (adopted from: Farooqui et al, 2008).
As Table 1 illustrates, it is evident that a contactor’s experience as well as site management
and supervision skills play critical roles in the success of a project because they all carry a
mean of more than 9 showing the level of importance. The table shows that all contractor-
related factors have a criticality index of four, denoting that all roles are of utmost importance
in the success of a construction project.

2.2.4.4 Design team-related CSFs
The design team is tasked with the development of construction projects within
organisations. CSFs related to the design team include the team experience and its ability to
deliver value by developing innovative designs that are within the project’s budget and
specifications (Farooqui et al, 2008). The clarity of designs and adherence to specifics
carries the highest mean and a criticality index of four shows that the success of the design
team is heavily reliant on its ability to deliver quality designs that are mindful of the project

requirements.
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2.2.4.5 Business environment-related CSFs

The business environment plays a key role in determining the rules of transactions in any
industry (Aniekwu, 1995). Some of the business environment factors that commonly affect
organisations include the political environment, economic environment, technological

environment, and the physical work environment (Farooqui et al, 2008).

The construction industry has two major institutional supporters in the sovereign state, whose
political entities render affordable housing and the supply of credit. A core component in
modern statecraft, and the finance industry, which rely on the construction industry for high-
quality collateral in forms of real estate, and which also expand the stock of credit in the
economy. In this finance capital creation role, the finance industry makes various

construction projects realisable and attractive investment objects (Styhre, 2019, p. 169).

In Nigeria, for example, the government is the largest investor in the construction industry
and due to government proceedings most projects are never completed because of delayed
fund dissemination and slow-moving administration (Aniekwu, 1995). According to Farooqui
et al (2008), the physical work environment has a criticality index of four which illustrates that
it has a major impact on the success of a project. The same phenomenon is evident in the
Middle East, where companies have to develop new ways of construction and change
working hours due to strong heat waves that make progression difficult because they affect
the workers as well as the structural components related to the construction (Alshebani &
Wedawatta, 2014). Technological innovation is also one of the key business environments
affecting the success of construction industry (Farooqui et al, 2008). For construction
companies to be successful in the ever-changing business environment, they need to keep

up with innovations and continue to ensure that their focus is on sustainable construction.

2.3 MA

Corporate accountants are required to prepare financial accounting reports and make them
available for external users, especially shareholders, who are interested in assessing the
performance of the firm. However, according to Jinkens and Yallapragada (2010), there is no
similar statutory requirement for the accountants to provide managerial accounting
information that would be necessary for effective decision making. For example, Jinkens and
Yallapragada (2010) emphasise the need of cost accounting information as an integral part
of managerial accounting. A study by MacArthur (2006) compares MA in Germany and the
United States by examining the country-specific cultural influences on MA practices. The
findings reveal that cultural factors are part of the cost-benefit considerations that underlie
the MA practices. In summary, Jinkens and Yallapragada (2010) conclude that German MA

practices are country-specific, which means that they are well adapted to the unique culture
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of the country. As a consequence, using the same practices in other countries such as the
US may not necessary work as planned. Based on these findings, it is important to assess
the scope, practice and application of the MA depending on the particular culture. This
approach is important considering the position of Germany as an active member of the
European Union as well as an independent country with a strong culture that defines its

construction industry.

2.3.1  Scope, practice and application
As a member of the EU, Germany is expected to align its accounting specifications with the
European accounting system. Harmonisation and standardisation have become the most
important features of accounting in the 21% Century (Sacer, 2015). In the wake of increased
globalisation and regional integration, the need for a harmonised accounting system has
increased dramatically. This is especially critical for companies that are venturing beyond the
national borders to take advantage of regional common markets such as the European
market. For example, the EU market offers 27 markets for German construction companies
to exploit. According to Biondi and Soverchia (2014), the EU has reformed its accounting
system by issuing a conceptual framework and eighteen accounting standards from the
member states. Another study by Crisan and Nistor (2016) shows the need of a harmonised
accounting system as the EU offers a common market, where companies need a level
ground to compete fairly. There is a need to examine managerial accounting from a regional
perspective to understand how German construction firms comply with European standards.
On a national level, it is important to not how EU member states incorporate the International
Financial Reporting Standards (IFRS) into their national accounting standards. Since 2005,
the EU has required companies based in member states to provide consolidated financial
reports for publicly traded firms in accordance with the EU-endorsed IFRS. For MA, the
Chartered Institute of Management Accountants (CIMA) published a draft in 2014 entitled
Global MA Principles aimed at creating effective MA that can be applied in Europe and
beyond in the same way that IFRS are applied in financial accounting (Borker, 2016). In this
case, the fact that managerial accounting does not have to comply with the IFRS means that
Germany, as an EU member state, not only applies country-specific standards but also
industry- or company-level standards (Liao, Sellhorn & Skaife, 2012). As Sacer (2015) notes,
MA differs from financial accounting since the former is based on the current performance
and future forecasts while the latter concentrates on previous performance. This difference
shows the scope for understanding managerial accounting for contraction companies whose
operation offers a unique opportunity for predicting future trends as far as demand for
construction services and company’s performance are concerned. In another study, Borker
(2016) gauges the impact of country-specific values on the acceptability of Global MA

Principles. The findings reveal the need for accountants at company level to perform internal
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MA functions in a more efficient way and in accordance with internationally recognised best
practices.

MA refers to the accessibility of financial data and advice to a company and for their use in
its organisation and their development of day-to-day business (IMA, 2008). It brings together
accounting, finance and management with the necessary skills to add value to the business
or organisation. Accountants in this field are qualified to handle all work across the board and
to make proper decisions that will bring success to the organisation. Their expert knowledge
is vital for decision-making, planning and implementation of good management systems. At
the same time, their expertise is also a major advantage to their organisations because they
can react with flexibility to change while at the same time delivering outstanding results.

Also referred to as managerial cost accounting, MA has undergone considerable changes in
the recent past and has embraced new research topics (Johnson & Kaplan, 1987). lIts
establishment as an academic discipline has elevated it to a state of credibility and
knowledge. There are three major research theories that fall under MA; central theories (they
focus on economics and sociology), approaches (decision or control) and survey methods
(which are either descriptive or normative). According to Holland-Letz (2009), MA is tasked
with providing information to internal users, including historical and forecasted data (Holland-
Letz, 2009).

According to the American Institute of Certified Public Accountants (AICPA), MA extends to
strategic, performance and risk management (Bber, 2000). The management professionals
should use their knowledge to ensure good decisions are made in their organisations.
However, this has changed over the past few years of establishing MA as a social science
(Baldvinsdottir, Mitchell & Norreklit, 2010). It has led to the neglect of its technical logic and
researchers consequentially need to put a stronger focus on empirical research to develop
and support practice. Management accountants are the real creators of value in their
organisations and should live up to this expectation. Their knowledge is varied in various
fields, such as information management, auditing, logistics, marketing and valuation. In order
to create the best principles for guiding the management accountancy, Global MA Principles
(GMAPS) was born in 2014. It ensures strict adherence to the rules of accountancy for the
best results.

2.3.2 MA in the construction industry
MA was initially defined as an essential activity that is required for dealing with the
organisation’s objectives. However, the construction industry began to experience changes
and unpredictability in the 1990s which led the definition of MA to change (Endenich, Hoffjan,
Schlichting & Trapp, 2016). According to Endenich et al (2016), the focus of expanding the
operations beyond national borders exposed companies to different accounting standards.

This created a platform for activity-based accounting, activity management, activity-based
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management, strategic MA, local information systems, target costs, balanced scorecards and
lifecycle costing. Nowadays, the construction industry relies on activity-based accounting
(ABC) and the target cost (TC) for all of their costing calculations (Kim, 2001).

ABC is an effective cost calculator that evaluates the cost and performance of cost goals and
activities. It is viewed as a modern system of accounting that has the ability to estimate the
usage of resources by activities. According to Akyol et al (2005), this system is meant to
replace the old accounting methods. Contrary to this, Cokin (2002) mentions that the system
does not replace the old methods but makes accounting more efficient, thereby making it
easier for the management. Akyol et al (2005) seems to have contradicting views with Cokin
(2002), as the former believes that ABC is an alternative to the TC system while the latter
believes that the two systems work hand in hand. The TC system processes data into
general ledger accounts while the ABC system processes information and operational
decision-making. The two accounting systems are comparable because they both involve the
change of overhead costs to ABC and the driving and usage of cost driver activity to trace
pooled costs to the product (Cokins, 2002). Cokins (2002) held the belief that the two
systems must work hand in hand to provide efficiency in the construction industry.

The MA department is responsible for all financial wants in the construction industry. For
instance, the Construction Financial Management Association (CFMA) is the only non-profit
organisation that serves construction financial professionals by offering them education of all
that pertains to finance in this industry (Bender, 1997). The CFMA was established in 1981
and its members are various kinds of contractors, architects, engineers, and material and
equipment suppliers. Other members include all accounting, insurance, legal, surety and
banking specialists who work in the construction field. The CFMA has continued to protect
the interests of the construction industry for the good of all its stakeholders.

MA involves the creation and use of time-based information, quality, and cost in any
company with an objective of effective decision-making. All units in organisations must
participate in MA to ensure its success. Among these units are: the financial department,
audit department, system professionals, costs accounting department as well as tax
department (Mueller & Trost, 2018). A close collaboration helps to bundle resources and to
channel them to controlling, planning, decision making and evaluation within the company.
MA involves: risk management, performance management and strategic management. Risk
management refers to the frameworks and practices that are used for managing, measuring,
identification and reporting risks to reach organisational goals. Performance management, on
the other hand, involves decision making and management of organisational performance.
Strategic management pertains to the duties of MA personnel in a company.

According to Ax and Greve (2007), MA enabled Bilfinger Company to emerge among the
best firms in Europe. It achieved this by using the management control system to increase its
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market penetration and strengthen its capability to effectively manage its accounts. The
company further extended its long-term partnership with its strategic customers. For a long
time, the MA studies were focused on larger companies while smaller firms received little or
no attention. However, research on smaller companies has been adopted and conducted in a
fast-growing and high-tech organisation (Mlecnik, 2014). Systems of management control
are essential in decentralised companies. Mlecnik (2014) for example, emphasises the need
to involve small and medium size innovators and demonstration projects and using a
dedicated regional enterprise network. The most commonly used systems include cash flow
statements, monthly income statements, cultural controls and short-term planning. An MAS
is therefore essential for every small company. MA plays a vital role in the success of any
company. The relevance of MA to the modern businesses is outlined by Johnson and Kaplan
through their traditional approach. The importance of MA in contemporary firms not only
reports the score but also strives in influencing the score through theoretical approaches and
techniques for an improved business.

Management control systems

The terms MA and management control systems (MCS) are usually used interchangeably.
An MCS is a passive tool used in managerial decision making. MCSs also comprise control
mechanism collections with internal focus. MCSs’ main aim is to control employee behaviour
in positive ways in order to enhance the effectiveness of the organisation. On the other hand,
Cooper, Ezzamel and Qu (2017) define the MCS as a system used to convey important
information in order to enable managers to make proper decisions that are crucial in
achieving the goals and outcomes of their companies. A new typology of MCS has also been
established. The new model seeks for the synthesis of the four decades of study on MCSs. It
provides a broad approach and stimulates and facilitates further research and discussions.
Studying management control systems as a package helps to better comprehend how
different ways of controlling can help reach the company goals, monitor activities, and fuel
performance. However, studying them as a package also comes with various challenges,
such as making a distinction between decision support system and MCM or defining the
included and excluded elements of MCM. Carrying out empirical research on complex and
large organisations can also be challenging. The MCM requires all employees’ behaviour to
be directed towards achieving the set goals and objectives of an organisation. From the
decentralised companies’ perspective, this definition raises questions because of its informal,
intertwined and interdependent nature. The study seeks to support the use of MCM in
smaller and decentralised companies and thereby to enhance decision-making processes
and guidance.

Approaches to the MA
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Research in MA derives theories from human and social sciences, blended with different
methodological approaches. The methods are necessary to capture the complex nature of
the operation and design of the MAS. The most significant approaches used in the study of
MA are the Life Cycle Theory and the Contingency Theory. The two approaches originate
from organisational studies. MA practices have continued to evolve with the changing
information requirements. According to Yigitbasioglu (2017), the Contingency Theory offers a
theoretical framework that helps to understand how organisations can survive dynamic
environments. The Contingency Theory commenced as a contrary research to the
universalistic control approach that emanates from a scientific management approach. The
universalistic control theory argues that there is a single MCS that fits any situation or
organisation (Elgharbawy & Abdel-kader, 2012).

Elgharbawy and Abdel-kader (2012) show the application of the Contingency Theory in the
context of defining the role of MA in organisations. According to the theory, there is not the
one unique “best structure” that fits all companies regardless of the environment they operate
in. Instead, each organisational structure is a response to a set of contingencies that an
organisation has identified (Elgharbawy & Abdel-kader, 2012). Therefore, there is no
universally applicable MAS that is helpful in all organisations. This is an important
observation for this study since it shows the unique decision-making environment for
managers in decentralised organisations. It is particularly important to note how the
contingency factors in decentralised organisations differ. For example, different decentralised
units may operate in different environments or have different organisational decision-making
styles, as Elgharbawy and Abdel-kader (2012) note. The Contingency Theory offers a
platform for understanding how managerial accounting needs to differ in decentralised units
working within the same organisation.

A contingency-based study can be grouped into three streams; the meaning of MCS,
outcomes of MCS and contextual variables of MCS. The outcomes refer to the use of MCS
as well as the organisational and behavioural outcomes (Mueller & Trost, 2018). It further
implies that a good fit between the contextual variable and management control system
improves effectiveness. An evaluation of fit is conducted that includes factors like efficiency,
job satisfaction, and financial results. From a decentralised company’s perspective, one can
reasonably assume that a manager does not implement or adopt a system without proof of
its usefulness (Chenhall, 2012). The stream on contextual variables and MCS deals with
other variables that are crucial for an understanding of MA in decentralised firms. These
variables include: technology, external environment, organisational structure, culture, and
size. Every variable has a special impact on the MCS design (Fisher, 1998). According to
Fisher (1998), technology is the means a firm uses to transfer inputs to outputs. This also
involves the resources utilised during the process. There are three important aspects to note
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from the MCS perspective: task uncertainty, interdependence, and complexity. For example,
a flexible MCS would be required for complex products (Fisher, 1998). Higher
interdependence and task uncertainty would demand informal controls like group and
personal controls.

The external environment refers to the factors affecting an organisation’s environmental
functioning. Companies experience environmental uncertainties that can hinder its efficient
functioning (Cadez & Guilding, 2012). Mulligan (2001) notes how decentralised companies
may end up facing hostilities, complexity, and turbulence in their operations. Therefore,
according to Mulligan (2001), the more complex and uncertain an environment is, the more
urgent is the requirement for a focused and open MCS. In an organisation with higher
uncertainties, a more sophisticated MCS will be needed. The organisational structure
determines the extent of the MCS necessary. MCSs are used in large and decentralised
organisations. Larger companies use formal MCS while smaller firms rarely dwell on MCS.
Adopting MCS for the management of decentralised companies yields positive results. Small
companies prefer to use personnel controls, because they allow a faster adoption of the
company’s culture by the employees (Mueller & Trost, 2018). As companies grow, they
require more sophisticated MCS to compete in the market. Size enables formalisation in the
form of laws and work descriptions. Additionally, rewards and compensation are the sole
responsibility of a manager in decentralised organisations, but when the company grows,
personal performance evaluation becomes difficult. Culture can be categorised into national
and organisational. According to Otley (1980), the organisational structure is an equally
important factor in MA. Therefore, there is a need to examine how decentralised
organisations differ from centralised organisation.

Apart from the Contingency Theory, the Life Cycle Theory offers another platform that can
help to understand the changes of environment in and circumstances under which
organisations operate. The idea is to examine how the informational needs have changed
over time due to the emerging technological advancements. In his theory, Greiner describes
evolution from one crisis to another. His model includes five crucial dimensions that affect
development, namely the organisation’s age, the evolutional stages, the revolutional stages
and the industrial growth rate. According to Greiner, crisis or revolution comes when
management practices become obsolete; hence, newer strategies are essential to evolution.
Greiner’s five phases are characterised by management practices aimed at achieving
growth. The first dimension is creativity, which is usually technology-oriented. As a company
grows, managing this growth requires new ideas and innovations. With that comes a need for
formal procedures and administration. In this phase, idealism and individualism are also

required for organisational success.
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Another phase that is mentioned in this theory is good direction. According to Herrige (2016),
marketing must be separated from budgets, sales, work standards and accounting systems
for purchasing and inventory. In this dimension, companies find solutions in delegating. The
third phase is delegation. Managers need responsibility and power (Herrige, 2016).
Managers see the bigger picture and have the best interest of the company in mind.
Coordination is the fourth dimension. It requires formal and complex coordination systems.
Poor coordination always leads to mistrust. Managers should work together and in close
cooperation. The fifth dimension is collaboration. New procedures require more than formal
handling. They require communication and interpersonal collaboration.

The five life cycle stages as explained by this theory include: growth, maturity, birth, decline
and revival. Birth stage signifies that companies are initially young in the beginning and
controlled by their owners. Birth develops into growth after a company gains a competitive
advantage with a product-market victory. Maturity ensures a rapid level of growth while the
companies gain stability. The management emphasises efficient and smooth operations.
Revival is the fourth life phase dominated by a necessity to adjust to heterogeneous and
complex markets. It is achievable through the creation of sophisticated planning and control

systems.

2.3.3 MA in decentralised organisations

Decentralised organisations have multiple facilities that cover larger areas and allow the
manufacturing and distribution of products, closer to customers. In highly competitive
markets, companies need to provide customised products. Therefore, firms find it useful to
formulate an excellent marketing strategy to acquire a competitive advantage and remain
relevant in the market. Irrespectively of how companies adapt or grow through their supply
chain, poor MAS can lead to its collapse. Decentralised companies in Europe thrive on
creativity that leads to growth. Decentralised companies require MA for their success. These
firms provide numerous research opportunities to learn about the MA development (Herrige,
2016). Smaller companies provide ideal settings for inquiries. Some decentralised firms
assume that MA is bad-natured and does not necessarily guarantee them success. This is a
rather narrow-minded view as a better understanding of MA can help them grow to
remarkable levels. MAs provide the basis for the necessary managerial infrastructure.
Construction companies with decentralised manufacturing tend to gain more benefits from
their organisational structure.

The Bilfinger Company is an example of a decentralised construction company that has
enjoyed tremendous success in Europe. It so happens that their success is partly based on a
smart MAS (Hoque, 2018). Over the years, the company has been effectively using the
lifecycle approach. The birth of the company was followed by growth and Bilfinger matured

into a broader organisation as intended by the lifecycle management approach. As a reaction
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to changed conditions in the market, Bilfinger introduced a new strategy and emerged as a
multiservice group. It was renamed to Bilfinger AG in 2001 and in the following years, it
acquired other strong companies that were active in the power plant and real estate
business. Bilfinger strategised by reducing construction activities, with the intention to
improve its operation, and grew from a construction firm to an international service and
engineering group.

Numerous debates have emerged regarding the need for MA in decentralised construction
companies. There are different management levels in all organisations, all working towards
the most effective performance of a company (Bhankaraully, 2018). Every level of
management requires relevant information from departments for a smooth operation.
Fulfilling the managerial levels can only be possible through MA. An MAS divides an entire
unit of operation into different departments, sections, products and function bases. MA helps
to control a company and it is crucial especially if there is an enhanced modernisation, a
broad scale of production and/or technological changes. A management must be able to set
a standard for all running activities within an organisation.

MA allows construction firms with decentralised production to enjoy many benefits, compared
to companies with centralised manufacturing. The merits include closeness to customers,
flexibility, timely and better information, motivated employees and managers and an ability to
enjoy low costs of labour in specific areas (Doerflinger & Pulignano, 2015). If a company is
physically close to its customers, it becomes easier for it to meet customers’ demands.
Through the right management, a decentralised company will only manufacture products that
are in high demand. Decentralised companies are more flexible, their local communication is
more reliable and more efficient since it does not have to pass through many channels. Most
decentralised construction companies in Germany like the Bauer Group have incorporated
MAS in their operations and have improved their decision-making processes.

Decentralised production not only enhances decision making but also motivates and
empowers employees. It allows them to test and improve their skills without having to wait for
an approval from a centralised organisation every single time. Decentralised companies
support creativity and push motivation by providing junior managers with more
responsibilities (Nuhu, Baird & Bala, 2017). Giving the manager a sense of ownership in an
operation increases efficiency of this operation. Firms decentralise when markets are
expanding or when demands are increasing (Schmidt & Osebold, 2017). A good example for
this is the Hochtief Company in Germany. They identified gaps in the market and became
leaders in the construction and services industry around the world. They penetrated the
energy and transportation business and social infrastructures and gained a lot of profit.

In MA, decentralised construction companies are required to have larger capital investments,
higher per unit costs and maintenance of wide consistency within the organisation (Granlund
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& Lukka, 2017). These requirements are sometimes challenging to the companies and seem
to make decentralisation disadvantageous. Decentralised construction companies are also
using MASs to invest in highly sophisticated technology. Doing that facilitates their
operations and places them in a better place among the other complex players in the market.
MA and control systems are important keys to the success of decentralised construction

companies.

2.3.4 MA in decentralised construction companies
It is necessary to examine the informational needs in decentralised organisation before
examining the available MA approaches. Decentralised organisations differ significantly from
central organisation regarding the manner in which MA is done (Hughes, Tippett & Thomas,
2004). The most critical question is how management accounting can utilise the much
needed information required in specific decentralised units to facilitate independent decision
making.
Bullen and Rockart (1981) observed that some areas of activities within an organisation
become critical for a particular period when something out of the ordinary occurs. In such a
case, hiring of new employees or rebuilding the project team is a possibility in the
construction industry (Rockart, 1981). When such events take place, the accounting
management should be ready to come up with a solution that will save the firm from stopping
a project midway due to shortage of staff or running out of resources. German construction
companies, for instance, have an added advantage here because they have a strong
innovation capability through their adoption of the decentralised system that ensures
effective decision-making processes. Their systems and technology are up-to-date, which
makes them able to handle complex projects better than, for instance, their Singaporean
counterparts (Lim & Peltner, 2011).
Having a strong team for a project is essential for successful results. Due to strong team
building, German construction companies have been able to develop unique resources that
are specially designed for their own use (Lim, 2011; Fapohunda, 2014). Through team work
projects, their innovation performance has been rated as strongest on a competitive basis.
Such a strategy is vital as it enables the company to stay afloat in this competitive industry.
Critical analysis of a project from its inception is important to account for vital essentials and
still create room for uncertainties and risks ahead. By handling projects in a decentralised
way, construction companies are able to examine their projects from all sides. This brings a
better understanding of what the managers require to ensure success of the project. When
the managers have the right information, they are able to disseminate it to the people in their
teams to ensure success of their endeavour.
Decentralisation is a common characteristic among construction companies as they often

conduct several projects at the same time. The decentralised company is able to reduce
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possible hesitation and threats that may occur due to administrative inefficiencies. Taylor et
al attribute the choice of this system to the fact that construction companies are mostly
project-oriented. A construction company that uses the decentralised system encourages
different perspectives on a matter and enables ideas to emerge from various people or
groups. Although the system may seem time consuming, the advantages outweigh the
disadvantages by far in the long run. According to Christie, Joye and Watts, decentralisation
in construction companies is important because it allows coordination and integration among
employees of the organisation (Christie et al, 2003).

In a decentralised system, the accounting managers in a construction company encourage
knowledge sharing, networking and easy access of resources (Shields, 1998). Management
accountants direct, keep scores and solve problems (Ahrens, 1999). However, the problem-
solving part involves providing relevant information to business unit managers that is vital for
the process of making decisions. Some scholars argue that this part of their job becomes
more dominant due to the uncertainties that lie in the construction industry (Hopper, 1980;
Shields, 1998; Osunrinde & Tiamiyu, 2017). Since 1980s, changes have continued to be
registered and these changes have been linked to business-oriented management. To
manage the changes, decentralisation calls for MA innovations such as strategic MA,
activity-based costing, strategic cost management, life cycle costing, profitability analysis and
economic value-added measurement (Hopper, 1980).

The distribution of responsibilities is an important aspect in management in general and also,
of course, in the construction industry. According to a study by European Firms in a Global
Economy, firms with decentralised management systems have higher chances of expansion.
They are also more involved in international trade and invest in innovations, research and
intensive training for their staff. The construction industry — which requires a lot of high tech
and specialisation — was found to account for a large percentage of ranking companies with
a decentralised system of operations (UN, 2000). Therefore, in order to ensure success for
the firm, management accountants should be given access to data — both current and past —
so that they are able to make less risky and less uncertain decisions during the running of a
project. The team of management accountants is able to review possible errors and mistakes
made in the past and come up with better ideas to sustain the firm as a whole.

However, in order to create a successful decentralised system, the firm ought to provide the
management accountant team with the right skills and the right number of team members
(Kaplan, 1984). Career structure and personnel management can help to enhance
professionalism and performance and also the ethical values. However, the decision to adopt
a decentralised system of operations is mainly influenced by its economic advantages and
lower costs of management decentralisation. With proper staffing, construction firms using

decentralised system are able to stay afloat even in times of recession. This is owned to
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different croups of people coming together to give different input, different perspective.
Brainstorming done from multiple angles leads to more flexible, more innovative decisions
and strategies. A good example is again the Bilfinger Company, which continues to enjoy
tremendous growth and success through decentralising its MA unit (Hoque, 2018).

The Great Recession that shook the world in 2008 after the collapse of Lehman’s sparked
debate on organisational structures that could help companies to face future economic
uncertainties (Aghion, Bloom, Sadun & V. Reenen, 2014). According to Aghion et al (2014),
decentralisation helps firms to still improve even after they were badly hit during bad times. In
his study, Aghion et al point to the fact that companies with a decentralised system were able
to stand strong despite the recession of 2008. They might have experienced a slight
decrease in their sales but their productivity rose faster after that period. During a recession,
uncertainties can run deeper than usual, but decentralised systems with flexible accounting
management teams are able to respond better and quickly to dynamic changes (Aghion et al,
2014). In a study on countries that use decentralised management systems, Germany
ranked number 5 with 29% of its industries having adopted this system (Johansen, 2007).
Successful accounting managers must have substantial technical knowhow in their field. In
order to ensure that the accounts managers are sufficiently competent, a company should
adopt periodic training of its staff, which gives additional skills and broadens the knowledge
(Akhavan & Zahedi, 2014). This is a critical factor in the success of the firm. Another factor is
that they should be able to communicate organisational goals efficiently (Chapman,
Hopwood & Shields, 2007). Therefore, their relationship with other employees is essential to
enable them to carry out successful managerial duties.

MA has seen the growth of small companies into giant firms (Davila, 2007). Still, this whole
issue remains too seldomly tackled, as more emphasis is being laid on large organisations.
Which is astounding as a study revealed that 96% of new job opportunities are created by
small companies that employ less than 100 people (Arenius & Minniti, 2005). Financial
knowledge, profitability and project funding are considered important factors to promote the
growth of an organisation. Therefore, small companies have the need to employ accounting
managers with sufficient financial knowhow to increase the profitability of the firms. Thereby,
they will create a chance of future growth and expansion for the company (Drury, 2012).
Through the decentralisation of power, the accounting managers have a better chance of
coming up with ideas that will improve the situations of small companies, give them a wider
base and help them to adopt the use of high-tech equipment in their construction projects.
The success of a project is the ultimate goal of a construction company. In order to achieve
this, the management accountants ought to provide strategies that involve all employees in
the project (Akhavan & Zahedi, 2014). This way, they are able to build strong teams which
are able to deliver quality designs. Access to both past and present information enables them
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to present sound decisions, which is vital for the company’s success. Through MA, the
Bilfinger Company managed to expand and grow stronger, while at the same time creating
long-lasting relationships with its clients.

The purpose of MA in any firm is to provide information for planning and to control and
measure the company’s performance (Drury, 2012). The information is used to make
decisions and improve efficiency in the firm. By adopting management accountancy in a firm,
it gains competitive advantage over other companies and will consequentially be successful
in its performance (Jarvenpaa, 2007). The rules that they impose help to govern employee
behaviour in an on-going project (Kaplan, 1984). The employee’s behaviour ought to be
geared towards objectives and strategies that are profitable for the company. A well-
organised structure ensures that the employees’ needs are met and that they have the
freedom to express themselves. This freedom creates room for interactions and sharing of
ideas which may be beneficial to the company.

In the construction industry, environmental uncertainties can occur (Mitchell, 2000).
According to Mitchell (2000), the environment can at any time be dynamic, static, simple or
complex. The more the environment is prone to uncertainties, the more the firm requires a
strong accounting management. With the guidance of a competent team of accounting
managers, the organisation is able to accumulate sufficient finances to survive an
economically challenging period. A company’s strategy is important when it comes to
defining how successful its projects will be (Porter, 1996). Therefore, it must be the task for a
highly competent circle of people to influence and change a company’s objectives and gear it
towards effective operation. However, while operation effectiveness is a necessity for a
successful business, it should not be the goal itself (Sandelin, 2008). The German
construction industry has become highly successful. It generates income and creates jobs,
thus boosting the German economy (Wagner, 2015). Through decentralisation, this industry
has successfully expanded abroad, which brought the country 298 billion Euros in 2015. At
the international level, the construction industry nets about 20 billion Euros annually. Through
a decentralised accounting management, the German construction industry gains access to
high-quality innovations, digital planning and construction and can deliver state-of-the-art
constructions (Hoque, 2018). They are a good pace setter for other organisations and
construction companies throughout the world.

2.4  Summary: identification of research gap
After having analysed the specialised literature, the researcher came to a point where he
recognised that it is not possible to analyse and implement all sources available and brought
the literature review to a reasonable end. Therefore, the author decided to stop the literature
review at that point of time, where he got the impression that the added value of further
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sources would be very limited. Nevertheless, the researcher continued to monitor newly
available sources in order to implement significant sources into the thesis at a later time.

The review of the literature provides crucial insights regarding MA in decentralised
organisations. In particular, the studies show that MA in decentralised construction
companies is a widely researched topic. The CSFs define the specific information that
management accountants should utilise for managerial teams to make informed decisions. In
summary, the current body of literature shows that CSFs depend on a number of
circumstances. First, the CSFs tend to be industry-specific, as Bullen and Rockart (1981)
argue. Since Bullen and Rockart (1981) suggested the idea, the MA has evolved thanks to
the technological advancement and the environment in which companies operate. However,
the review of literature confirms that industry-specific circumstances remain crucial
determinants that define the CSFs. In any case, managers in the construction industry will
continue to face unique challenges and opportunities. For instance, the construction
companies operate in a project-based industry, where projects are managed separately. This
arrangement makes it easier for the MA to be conducted based on an individual project. This
way it will be possible to determine the most CSFs and provide the much-needed information
required to address these factors.

Secondly, the current body of literature provides empirical evidence to support the notion
expressed by Bullen and Rockart (1981) and Rockart (1982) that CSFs within an
organisation differ from one company to the other. Bullen and Rockart (1981) point towards
the importance of competitive strategy and industry position, both being critical when defining
the specific factors that executives can use to compete with other organisations within a
given industry. In this case, it is important to note how a construction company identifies the
CSFs depending on its position. For example, Lénngren et al (2010) show how a
construction company can subscribe to strategic partnership as a way of competing with
well-established rivals. The idea is to identify the challenges that are specific to an
organisation through management account by forecasting possible future trends. The
management team can then make a decision that will assist the company to gain a
competitive edge. However, the review of literature that focused on the construction industry
exposed a research gap as far as organisation-specific evidence is concerned. Instead of
concentrating on specific companies, the study involved participants working in different
construction firms. The study by Karna (2009), for instance, focuses on 831 construction
projects across Europe.

Studies illustrate the industry-specific success factors that executives in the construction
sector need to focus on in order to gain a competitive edge (Karna, 2009; Spigarelli et al,
2015; Yang et al, 2010). The empirical evidence shows that CSFs in the construction
industry differ from one country to another. For example, Lim et al (2011) shows how a
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mature market like Germany differs from Singapore, which is an emerging market. It is
obvious that the construction activity — which is always driven by demand — will always differ
strongly depending on the country in question. In particular, Lim et al (2011) show how
construction companies in Germany had to deal with country-specific challenges such as low
demand for housing. However, the mature and innovative landscape that Germany offered
allowed managers to make informed decisions.

Other studies also show various country-specific circumstances that define the success
factors. All findings reveal that countries with similar business environment share similar
challenges and opportunities. For example, studies that covered construction companies in
developing nations (Sagib et al, 2008; Lu et al, 2010; Mahmood et al, 2012) reveal other
informational needs for managers than studies conducted in developed nations (Li et al,
2005; Akhavan et al, 2014). This shows that more country-specific evidence is indeed
required to develop relevant empirical evidence of specific markets.

Although multiple studies cover the construction industry, the applicability of the findings is
limited for a number of reasons. In particular, all of the important variables such as CSFs,
informational needs, and the structure of operations (centralised and decentralised) were
conducted separately. A better understanding of CSFs and MA in decentralised construction
companies can be achieved by bringing these variables together. By doing so, it will be
possible to determine the relationship between factors as far as MA is concerned. On the
same note, focusing on both centralised and decentralised construction firms will provide a
much needed platform for comparison. In other words, it will be possible to determine how
decentralised construction companies differ from centralised ones as far the CSFs and

informational need are concerned.

Figure 2 illustrates the emerging themes and gaps in the literature review.
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* bringing together the variables CSFs and company’s structure of
operations (decentralised organisation)

* MASs developed via the CSFs identified and tailored for the
particular needs of a decentralised construction company

e there are certain CSFs in decentralised organisation
(e.g. staff’s motivation and team skills, proper
communication within the company, effective
knowledge management, active leadership)

e Authors: Lasker, Schuette, Cox & Beck, 2010; Ahmad,
Svalestuen, Andersen & Torp, 2016; Mbugua, Harris,
Holt, and Olomolaiye, 1999; Saqib, Farooqui & Lodi,
2008

* each industry and even each business has
its own CSFs (depending on the particular
business environment, competitive
situation, stakeholders)

¢ Authors: Kérnd, 2009; Spigarelli, Alon &

Mucelli, 2015; Yang, Yeung, Chan, Chiang

& Chan, 2010

® Origin: Chief Executives Define
Their Own Data Needs (Rockart,
1979)

Figure 2: Framework of the emerging themes and gaps in the literature review (own figure).
The intended research questions:
1. What are the CSFs within decentralised construction companies?

2. What are possible designs of MASs developed via the CSFs identified and tailored for
the needs of the different management levels?

are designed to bring the variables CSFs, information need, and decentralised organisation
together.

2.5 Reflections: what makes an expert

Upon commencing the search and evaluation of the available literature in the area of study, it
became apparent that many authors have previously researched the main areas of this
research topic: CSFs, decentralised organisations, MA, and construction industry. It was
especially the relatively high number of authors in the less popular, non-traditional business
administration areas, decentralised organisations and construction industry that came as a
novelty to the author. It was beneficial to learn that these other authors come from all over
the world: America, Africa, Asia, Australia, Middle East, and Europe. A high number of

references posed a question of whether a knowledge gap can be found at all.
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On the one hand, a literature review is the basis of the entire research study, as the
researcher gains in-depth theoretical knowledge through the literature review. On the other
hand, the literature review determines the study’s research direction, as it helps to define or
rather review the research questions/objectives depending on the identified knowledge gaps.

Furthermore, the literature review and its results have a strong influence on the research
methodology (Chapter 3). Within the literature review, a researcher will find rival positions
related to her/his study’s topic. This helps the researcher to develop a clear view on her/his
topic and the topic’s environment.

Another finding the author has gained from the literature review is that it may be complex to
deal with a topic in depth. Nowadays, many people are declared experts — for instance, in
television — but probably very few among them have invested the time and work within their
respective area that a literature review requires. Hence, one should always double-check the
background of supposed experts.

From the researcher’s perspective, the conducted literature review presents the available
literature in an organised way, provides a detailed survey and synthesises the information
offered in the literature into a summary, and finally illustrates current knowledge gaps.
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3 Methodology

3.1 Introduction

In business management research in general, as in this research as well (Section 1.5), it is
usually the researcher’s business experiences and personal interests that mark the research
motivation (Bryman et al, 2011). There are several approaches available to ensure that the
results meet the researcher’s expectations in terms of reliability, replication, and validity. All
of them have individual advantages and disadvantages (Yin, 2014). The appropriate choice
mainly depends on the role of the researcher (Yin, 2014), the role of the research
participants, the personal relationship between researcher and the participants, the kind of
data the researcher is focused on as well as the main research goal (Ryan et al, 2009).

In this study, the researcher’s goal is to develop an MAS for decentralised construction

companies to support effective decision-making using the CSFs method.

Figure 3: The research ‘onion’ (Saunders, Lewis & Thornhill, 2012).

Figure 3 illustrates the categories which the researcher has to choose to ensure research

results that meet his expectations. These categories are:
1. research philosophy;

2. research approach;
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3. methodological choice;

4. strategy(ies);

5. time horizon; as well as

6. techniques and procedures.

The following sections provide an overview in the above-mentioned order as to how the
researcher has constructed a holistic research approach that fits this research study
including individual justifications for each single choice. In addition, the researcher illustrates
how he minimises bias and deals with ethical issues within this research study.

Each choice in the different categories was made to reach the intended research objectives:

1. To explore the CSFs within decentralised construction companies.

2. Toillustrate possible designs of MASs developed via the CSFs identified and tailored
for the needs of the different management levels.

At the end of the chapter, the author provides detailed information related to the practical
preparation prior to the actual case study conduct.

In this thesis - especially in Chapters 3 and 4 - the author uses male pronouns solely. The
reason for this is the extraordinary circumstance that all study’s participants were males.

3.2 Research philosophy

3.2.1 Introduction

Identifying a research philosophy is the first choice a researcher has to make to build up a
suitable research design.

There is no universal research philosophy for a certain research area or topic (Becker, 1996;
Mkansi & Acheampong, 2012). Each researcher needs to determine a research philosophy
that he can identify with by working on ontological, epistemological, and then methodological
questions (Guba et al, 1994; Johnson & Duberley, 2000; Bryman et al, 2011). In the process,
the researcher will recognise his paradigms. Paradigms are basic belief systems depending
on personal principles and illustrating an individual worldview of a human being (Guba &
Lincoln, 1994; Johnson et al, 2000; Cruickshank, 2007; Saunders et al, 2012).

The choice of an appropriate research philosophy is strongly connected to the paradigms a

researcher stands for and marks a milestone within a research study as many further
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decisions (e.g. approach, methodology, and methods) depend on the research philosophy
that is adopted (Guba et al, 1994).
3.2.2 Types of research philosophies

There are various different compositions of research philosophies throughout literature
including individual epistemologies and ontologies (Mkansi & Acheampong, 2012). Guba et
al (1994) list positivism, post positivism, critical theory, and constructionism. Bryman and Bell
(2011) name positivism, realism, interpretivism, and objectivism. Saunders et al (2012)
provide positivism, realism, interpretivism, and pragmatism as available philosophies within
business research. Ritchie and Lewis (2003) differ in ontological and epistemological
categories and illustrate realism, materialism, critical realism, idealism, and relativism as
ontological perspectives as well as positivism, and interpretivism as epistemological

perspectives.

Saunders et al (2012, p. 129) explain the benefit “for researchers undertaking a particular
study to think of the philosophy adopted as a multi-dimensional set of continua rather than

separate positions.”

Question (dimension) Continua

What is the nature of external vs. socially constructed
reality?

objective vs. subjective
What is considered observable phenomena vs. subjective meanings
acceptable knowledge? . o .

law-like generalisations vs. details of specific
What is the role of values? value free vs. value bound

Table 2: Research philosophy as a multidimensional set of continua (adopted from:
Saunders, Lewis & Thornhill, 2012).

Table 2 illustrates the different points a researcher has to take into consideration in order to

identify the right research philosophy.
Ontological considerations: “What is the nature of reality?”

As the researcher intends to develop an MAS using the CSFs method, he shares the
ontological position that social actors have an influence on social phenomena
(constructionism (Bryman at al, 2011) or rather subjectivism (Saunders et al, 2012)). An
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objectivistic perspective would lead to the finding that the entire intended research is in vain,
as social actors (e.g. employees in a decentralised construction company) have no influence
on social phenomena (e.g. CSFs in a decentralised construction company) (Crotty, 1998).

As most authors who conduct studies in business research intend to solve problems
occurring in their personal business environment (Sections 1.5 and 3.1), a constructionist
perspective is very common among researchers in this field of study. The author found
numerous examples in the course of his literature review (e.g. Eriksson & Westerberg, 2009;
Lasker, Schuette, Cox & Beck, 2010; Mahmood & Sajid, 2012; Yang, Yeung, Chan, Chiang
& Chan, 2010; Yong & Mustaffa, 2012).

Epistemological considerations: “What is considered acceptable knowledge?”

The business environment including the existing CSFs in decentralised construction
companies is determined by humans in their role as social actors (e.g. BMs, construction site
managers, construction workers). Therefore, the focus in this study lies on research among
people rather than on objects as it is common in natural sciences. This is the reason why
epistemological points of view like positivism and realism that use purely scientific
approaches including collecting data and law-like generalisations to create knowledge
(Bryman et al, 2011; Saunders et al, 2012), will not be adopted by the author in this research
study.

Among existing business research studies, there are those by authors who use different
types of epistemology: Hardcastle, Edwards, Akintoye and Li (2005), Johansen and Walter
(2007) and Chan and Kumaraswamy (1997) have adopted positivism as leading
epistemology and use impersonal questionnaires as major data source. Jones (1991) has
adopted an epistemology which is close to interpretivism as he uses the CSFs method

including the conduct of interviews with managers in British hotel companies.

The author will adopt interpretivism as the leading epistemology because it helps him to take
into account the differences of the social actors and their different perceptions, value
systems and goals (Guba & Lincoln, 1994). Especially during the intended semi-structured
expert interviews with managers of different levels as part of the CSFs method, this
epistemology is necessary to estimate certain outcomes. Each participant has different views
and values that need to be taken into account by the researcher to generate acceptable
knowledge in this field of study.

Axiological considerations: “What is the role of values?”
According to Saunders et al (2012, p. 137), the author’s own values play an important role in
all stages of the research process and must be considered in order to ensure credible

44



research results. In interpretivism, research is value-bound (Saunders et al, 2012, p. 140). As
social actors play an important role in the author’s research, from the axiological perspective,
a socially constructed interpretivism research philosophy is appropriate. Especially social
constructionism indicates that meanings are dependent on human cognition, namely

people’s interpretation of the events that occur around them (Saunders et al, 2012, p. 546).
3.2.3 Social constructionism

The leading research philosophy in this study will be social constructionism. The samples
within the research will be small (e.g. a maximum of 20 participants in semi-structured expert

interviews) to conduct in-depth investigations using mainly qualitative research methods.
3.3 Research approach

3.3.1 Introduction

The choice of the most suitable research approach is the second decision the researcher has
to make. It is based on the previous decision for social constructionism as major research
philosophy and mainly depends on the intended reasoning process (Kuda, Murai & Akama,
2009).

3.3.2 Types of research approaches
A deductive research approach represents the most common view of the nature of the
relationship between theory and research (Bryman et al, 2011). It moves from the general to
the specific, which means that data collection is used to evaluate hypotheses related to an
existing theory (Saunders et al, 2012). According to Ho (1994), deduction cannot lead to new
knowledge, as the goal of this approach is theory falsification or verification.

An inductive research approach is the opposite of deduction (Ho, 1994). It implies a
reasoning process for providing general rules from specific facts (Kuda et al, 2009). Data
collection is mainly used to explore an existing phenomenon and create a conceptual

framework to generate a new theory (Saunders et al, 2012).

Abduction includes a reasoning process for providing hypotheses that explain the given facts
(Kuda et al, 2009). According to Saunders et al (2012, p. 144), in an abductive research
approach, “data collection is used to explore a phenomenon, identify themes and patterns,
locate these in a conceptual framework and test this through subsequent data collection and
so forth” to generate theory or modify existing theory. Ho (1994) describes abduction as
rather a critical thinking than a symbolic logic.
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3.3.3 Abduction

In this study, the author has chosen abduction as the major research approach as this
approach best fits the complex research topic, the necessary in-depth investigations, the
CSFs method as basis of the expert interviews (major data source), and thereby the chosen
research philosophy, which is social constructionism. The empirical results of the author’s
study will be used to explore a phenomenon (CSFs in a decentralised construction company
edited in different themes and patterns) and generate a new theory (an MAS for

decentralised construction companies).

3.4 Methodological choice
3.4.1 Introduction

The methodological choice is the third decision and it is based on the previous decisions for
social constructionism as research philosophy as well as abduction as research approach.

3.4.2 Types of methodologies

In general, there are quantitative research designs, qualitative research designs, and a
combination of both: mixed methods research designs (Saunders et al, 2012). Especially
outside of business research, it is common that most researchers focus on quantitative
research designs (Tranfield et al, 2003). According to Cameron (2015), 76% of the
researchers choose a quantitative research design, 10% a qualitative research design, and
14% a mixed methods research design.

According to Bryman et al (2011, pp. 26 and 27), the quantitative approach is a research
strategy that emphasises quantification in the collection and analysis of data and that:

e entails a deductive approach to the relationship between theory and research, in
which the emphasis is put on the testing of theories;

e has incorporated the practices and norms of the natural scientific model and

positivism in particular; and
e embodies a view of social reality as an external, objective reality.

According to Saunders et al (2012), quantitative research is in principal associated with
experimental and survey research strategies (e.g. questionnaires). In the analysis of
collected data, mathematical processes are utilised and final results are illustrated and

expressed in statistical terminologies (Pandey & Patniak, 2014).

By contrast, Bryman et al (2011, p. 27) describe qualitative research as a research strategy

that uses words rather than quantification of the collection and analysis of data that:
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e predominantly emphasises an inductive approach to the relationship between theory
and research, in which the main goal is the generation of theories;

e has rejected the practices and norms of the natural scientific model and of positivism
in particular in preference for an emphasis on the ways in which individuals interpret

their social world; and

e embodies a view of social reality as a constantly shifting emergent property of

individuals’ creation.

Over time, and especially in social sciences like management research, qualitative research
has become more important (Attride-Stirling, 2001; Tranfield et al, 2003; Flick, 2009; Miles,
Huberman & Saldana, 2014). Qualitative research is associated with an interpretive
philosophy, as researchers need to make sense of the subjective and socially constructed
meanings expressed about the phenomenon being studied (Saunders et al, 2012, p.163).
According to Miles et al (2014) and Saunders et al (2012), data collection within qualitative
research is non-standardised so that questions and procedures may alter and emerge during
a research process.

3.4.3 Qualitative research

In addition, Miles et al (2014, p. 9) describe the features of qualitative research as follows:

e Qualitative research is conducted through intense and/or prolonged contact with
participants in a naturalistic setting to investigate the everyday and/or exceptional
lives of individuals, groups, societies, and organisations.

e The researcher’s role is to gain a holistic (systematic, encompassing, and integrated)
overview of the context under study: its social arrangement, ways of working, and its
explicit and implicit rules.

e The researcher himself or herself is essentially the main instrument in the study.

e The researcher attempts to capture data on the perceptions of local participants from
the inside through a process of deep attentiveness, empathetic understanding, and
suspending or bracketing preconceptions about topics under discussion.

e Most of the analysis is done with words. The words can be assembled, sub-clustered
or broken into segments. They can be reorganised to permit the researcher to
compare, contrast, and analyse the words and construct patterns out of them.

e Reading through these empirical materials (e.g. data), the researcher may construct

certain themes and patterns that can be reviewed with the participants.
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e The main task is to describe the ways people in particular settings come to
understand, account for, take action, and otherwise manage their day-to-day

situations.

e Many interpretations of this material are possible, but some are more compelling for
theoretical reasons or on the grounds of credibility and trustworthiness.

In specialist literature, authors present different opinions regarding qualitative research.
Kohlbacher (2006), Bryman et al (2011), and Pandey et al (2014) state several issues
regarding qualitative research. According to them, qualitative research is often too specific on
a particular social setting to be generalisable to a wider world. In addition, the authors
indicate that qualitative researchers are usually very close to their particular research
environment and topics, which is why issues of bias and subjectivity with regard to the
interpretation of the collected data and consequentially doubts concerning the validity and
reliability with respect to the research results may occur. The answer to the question “how to
avoid these issues?” comes from Yin (2014, p. 45). The author gives the following

recommendations:
e Construct validity
o use multiple sources of evidence
o establish chains of evidence
o have key informants review draft case study report
¢ Internal validity
o do pattern matching
o do explanation building
o address rival explanations
o use logic models
o External validity
o use theory in single case studies
o use replication logic in multiple case studies
e Reliability

o use case study protocol
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o develop case study database

Miles et al (2014) depict various strengths of qualitative research. In qualitative research, the
focus is on naturally occurring, ordinary events in natural settings. Thereby, it illustrates what
“real life” is like. As data collection takes place in close proximity to a specific situation,
confidence is substantiated by local groundedness. Qualitative research emphasises a
specific case including an analysis focusing on phenomena (e.g. CSFs) embedded in their
context (e.g. decentralised construction company). Possible influences of the local context
(e.g. special circumstances within the studied company) are not stripped away but are taken
into account. Qualitative research provides the possibility for understanding latent,
underlying, or non-obvious issues.

Another advantage according to Geertz (1973) and Miles et al (2014) is the richness and
holism of qualitative research. Complex issues can be revealed and collected data (nested in
a real context) can be illustrated in a vivid way to create a ring of truth that has a strong
impact on the study’s addressees (Denzin & Lincoln, 2005; Miles et al, 2014). Qualitative
data goes far beyond snapshots of “what?” or “how many?”, since data is typically collected
over a sustained period. That way, causations of certain phenomena can also be assessed.
The flexibility relating to data collection times and methods generates additional confidence
that researcher and readers really understand what is going on. The emphasis on people’s
lived experiences is well suited for determining people's opinions concerning the events,
processes, and structures within their lives and for linking these opinions to the social world
(e.g. a decentralised construction company) around them.

Apart from the named strengths of qualitative research, Miles et al (2014) clarify that the
competence with which the data analysis is carried out is crucial for drawing and verifying
plausible conclusions. The qualitative data analysis is a continuous, iterative process (see
“abduction” in Section 3.3). Components of this process are 1. data collection, 2. data
condensation (calculating means, standard deviations), 3. data display (correlation tables,
regression printouts), and 4. conclusion drawing/verifying (significance levels,
experimental/control group differences). All of these components interact with each other
(Miles et al, 2014, p. 14).

Figure 4 illustrates possible methodological paths that researchers can choose depending on

the complexity of their field of study.
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Figure 4: Methodological choice (Cameron, 2015).

3.4.4 Multimethod qualitative study

Since the study’s environment is very complex, including many social actors who have an
influence on the CSFs to be studied, this research will be conducted as a multimethod
qualitative study. In this, the author follows the recommendation from the specialist literature
(e.g. Yin, 2014). This decision also fits the previous research in CSFs. Various authors who
have researched in this field conducted their studies as qualitative research (e.g. Rockart,
1979; Bullen et al, 1981; Rockart, 1982; Boynton et al, 1984; Jones, 1995; Mbugua et al,
1999; Poon et al, 2001).

3.5 Research strategy
3.5.1 Introduction

The choice of the research strategy is the fourth decision and it is based on the previous
decisions for social constructionism as research philosophy, abduction as research
approach, and multimethod qualitative study as methodology.

3.5.2 Types of research strategies

The academic literature provides several research strategies within qualitative research.
According to Bryman et al (2011), there are experimental research designs, cross-sectional
or social survey research designs, longitudinal research designs, case study research
designs, and comparative research designs. All named research designs imply different
strengths to ensure reliability, replicability, and validity. Bryman et al (2011, p. 68)
characterise the relationships between the different research designs and qualitative
research as follows:

50



Experimental research designs
o nhot a typical qualitative research design
Cross-sectional or social survey research designs
o typical form
o qualitative interviews or focus groups at a single point in time

o examples: Scase & Goffee’s (1989) research into managers in large UK
organisations; Blackburn & Stokes’s (2000) study of small business owner-
managers

Longitudinal research designs
o typical form

o ethnographic research over a long period, qualitative interviewing on more
than one occasion, or qualitative content analysis of documents relating to
different time periods

o example: Pettigrew’s (1985) study of Imperial Chemical Industries (ICl)
Case Study research designs
o typical form

o the intensive study by ethnography or qualitative interviewing of a single case,
which may be an organisation, a group of employees within an organisation,
or an individual

o examples: Tracy, Lutgen-Sandvik, and Albert’s (2006) study of organisational
bullying (an organisation); Perlow’s (1997) study of software engineers in a
high-tech organisation (a group of employees); Marshall’s (1995) study of
women managers (an individual)

Comparative research designs
o typical form

o ethnographic or qualitative interview research on two or more cases where

some comparison is sought between them
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o examples: Hyde et al's (2006) evaluation study of role redesign in the NHS;
Collins and Wickham’s (2004) panel study of patterns of female employment
across Europe

This brief overview already indicates that the case study research strategy, which is a very
popular and widely used research strategy in business research (Bryman et al, 2011; Ryan
et al, 2012), is the most suitable strategy for this study.

3.5.3 Case study research
According to Bryman et al (2011 p. 60), the most common use of the term associates the
case study with a geographical location, such as a workplace or an organisation. Case
studies can help in in-depth research studies related to a setting, a person, or groups
(Remenyi, Williams, Money & Swartz, 2003; Yin, 2014). A case is a phenomenon of some
sort that occurs in a bounded context (Miles et al, 2014). A case study explores a research
topic or phenomenon within its context, or within a number of real-life contexts (Saunders et
al, 2012, p. 179). What distinguishes a case study from other research designs is this focus
on a bounded situation or system, an entity with a purpose and functioning parts (Bryman et
al, 2011, p. 60). The difference between the phenomenon being studied and the context in
which it is being studied is not always apparent (Bryman et al, 2011; Saunders et al, 2012;
Flyvbjerg, 2013). According to Saunders et al (2012, p. 179), case study research marks the
complete opposite of the experimental strategy, where contextual variables are highly
controlled as they are seen as a potential threat to the validity of the results. Case studies
enable the researcher to gain a rich understanding of the study’s context (Yin, 2014;
Saunders et al, 2012). Especially if a contemporary (as opposed to entirely historical)
phenomenon is investigated, case study research is the preferred strategy (Flyvbjerg, 2013;
Yin, 2014).

Case studies often combine a mix of data collection methods (e.g. interviews, documentary
analysis, and observations) (Yin, 2014). In order to provide intensive and detailed findings,

the interviews are usually conducted as unstructured interviews (Bryman et al, 2011).

3.5.4 Types of case study researches
The specialist literature mentions several types and dimensions of case study research (e.g.
Stake, 1995; Bryman et al, 2011; Ryan et al, 2012; Yin, 2014). Some of them will be dealt
with in this section.

According to Yin (2014) and Flyvbjerg (2013), there are two types of case study research:
single case research and multiple cases research. Both dimensions imply certain strengths

and weaknesses (e.g. the role of the researcher) (Ryan et al, 2012). A single case is often
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used where it represents a critical case or, alternatively, an extreme or unique case, or a
single case may be selected as it is typical or because it provides the researcher with an
opportunity to observe and analyse a phenomenon that few have considered before
(Saunders et al, 2012, p. 179). In accounting research, a case study usually implies a single
unit of analysis (Ryan et al, 2012).

A further distinction is the one between holistic and embedded case studies (Yin, 2014). If a
study treats the researched organisation as a whole unit, the specialist literature speaks of a
holistic case study (Yin, 2014; Saunders et al, 2012). If the researcher examines a number of
sub-units (e.g. departments, branches, or certain management levels) within an organisation,

then he/she conducts an embedded case study (Yin, 2014; Saunders et al, 2012).

Bryman et al (2011, p. 60) quote Stake (1995), who distinguishes three types of case

studies:

¢ Intrinsic case studies: these cases are undertaken primarily to gain insight into the
particularities of a situation, rather than to gain insight into other cases or generic

issues.

¢ Instrumental case studies: these studies focus on using the case as a means of
understanding a broader issue or allowing generalisations to be challenged.

e Multiple or collective case studies: these studies are undertaken jointly to explore

a general phenomenon.

Ryan et al (2012, pp. 143 and 144) name five different types of case studies in accounting
research. 1. descriptive case studies that aim at describing phenomena in different
companies. 2. illustrative case studies, which attempt to illustrate new and possible
innovative practices developed by particular companies. 3. experimental case studies that
are used to examine the difficulties involved in implementing new proposals (in accounting)
and evaluate the benefits which can be derived. 4. exploratory case studies enable the
researcher to generate hypotheses about reasons for particular practices (in accounting).
And 5. explanatory case studies that attempt to explain the reasons for observed

(accounting) practices.

3.5.5 The role of the researcher
Especially in studies involving many social actors, like this study, the role of the researcher is
important. There are five different roles of the researcher (Ryan et al, 2012, p. 152):
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e Outsider: as an outsider, the researcher can maintain a distance from the case, but
must rely on available evidence, such as published reports and other secondary

sources.

e Visitor: this is probably the most common perception of the case researcher, as
someone who visits the case ‘site’ and interviews the subjects of his research. Here
the researcher is not directly involved in the issues to be researched, but even the act
of talking about these issues could have an impact upon those who are the subject of
the research.

o Facilitator: here the researcher raises issues, gives advice and opens up the options
for the subject of his research. The researcher does not provide solutions, but rather
enables the subjects of his research to identify their problems and helps them to find

their own solutions.

e Participant: in some sociological studies, researchers have taken jobs in the
company that they are researching, such as the production line of an automobile
company. Being a participant allows the researcher to obtain insights into the
everyday workings of the company. In most cases, the researcher does not disclose
the research agenda to those with whom he/she is working. The researcher simply
works as a member of the organisation but maintains detailed records of his/her

experiences.

e Actor: in this case, the researcher is directly involved in the organisation, possibly
introducing a new system or procedure. As such, the researcher is an active
participant in the process that is being researched.

As, in this case, the researcher works for the company to be studied, the roles as outsider
and visitor are not available. The researcher’s role as participant fits best to this study, as the
author has been working in the organisation to be studied for years and detailed insights into
the everyday workings of the company are crucial to achieve the research objectives.

3.5.6 Single case study
Research depth is crucial to achieve the objectives of this study. The researcher needs to
know what is critical for the business success of decentralised construction companies. A
detailed insight into the studied organisation, its internal processes and contexts is essential.
The case study will be instrumental, as the study’s findings will be generalisable and can be
used to comparable organisations. To ensure these in-depth insights, an embedded (certain
management levels embedded in an organisation) case study strategy will be adopted. This
choice is also comparable to previous research in the field of CSFs (e.g. Rockart, 1979;
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Boynton et al, 1984; Jones, 1995). The study will have an illustrative and exploratory nature
including typical characteristics: search of literature, interviewing experts in the research
subject, and conducting individual in-depth interviews. The interviews will be relatively
unstructured to ensure flexibility. Triangulation (Yin, 2014) will be used, especially related to
research objective 2, to ensure reliability, replicability, and validity of the findings. In this
study, the role of the researcher is crucial (Ryan et al, 2002). In order to create non-biased
findings, it is necessary that the researcher obtains insights into the everyday workings of the
studied organisation (Yin, 2014). To achieve that, the researcher works as a member of the
organisation, but maintains detailed records of his experience (Ryan et al, 2002). The
researcher depends on the knowledge and experience of the organisation’s managers,
therefore he has to ensure adequate collaboration between the managers and himself. In
order to slip into the role of a participant (Ryan et al, 2002), the researcher has chosen the
company where he is employed (a German decentralised construction company with 20
branches and approximately 900 employees) to develop a single case study design. The
application of a multiple case study is not reasonable, as it would not provide the advantages
that come with the researcher’s role as participant. There are also examples of previous
research in this field using the single case study method (e.g. Bullen et al, 1982; Boynton et
al, 1984).

3.6 Time horizon

3.6.1 Introduction
The choice of the study’s time horizon is the fifth decision and it is based on the previous
decisions for social constructionism as research philosophy, abduction as research
approach, multimethod qualitative study as methodology, and single case study as research
strategy.

3.6.2 Types of time horizons
Most research studies are time dependent. The specialist literature mainly provides two time
horizons for business researchers (Bryman et al, 2011; Saunders et al, 2012). Cross-
sectional research is a research design that entails the collection of data on more than one
case (usually quite a lot more than one) and at a single point in time. The goal is to collect a

body of quantitative or quantifiable data in connection with two or more variables (usually
many more than two), which are then examined to detect patterns of association (Bryman et
al, 2011, pp. 713 and 714). The survey strategy is the most common strategy in cross-
sectional research (Saunders et al, 2012). Longitudinal research is a research design in
which data are collected on a sample (of people, documents, etc.) on at least two occasions

(Bryman et al, 2011. p. 715). In longitudinal research, the researcher is often participant of
the organisation to be studied for many months or years (Bryman et al, 2011). This research
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design enables the researcher to study changes and developments (Saunders et al, 2012).
In addition, it provides a measure of control over some of the variables in the context of the
research topic (Saunders et al, 2012).

3.6.3 Longitudinal study
A longitudinal research will be adopted as the researcher has been participant in the
company to be studied for many years — thus having observed social actors and phenomena
in the organisation for a long time — and in order to study certain changes and developments
in and around the study’s topic.

3.7 Techniques and procedures

3.7.1 Introduction
The choice of techniques and procedures of data collection and data analysis is the sixth and
final decision to be made. It is based on the previous decisions for social constructionism as
research philosophy, abduction as research approach, multimethod qualitative study as
methodology, single case study as research strategy, and longitudinal study as time horizon.
The processes “data collection”, “data condensation”, “data display”, and “conclusions:
drawing/verifying” in this study will follow the recommendation by Miles et al (2014).

3.7.2 Case study components
As data collection proceeds, data condensation occurs in parallel: writing summaries, coding,
developing themes, generating categories, and writing analytic memos (Miles et al, 2014, p.
12). In order to design a meaningful case study, Yin (2014) provides five important
components — study questions, study propositions, unit of analysis, linking data to
propositions and criteria for interpreting a case study’s findings — that need to be taken into

account. These components will be treated in the following sections.

3.7.2.1 Study questions
The form of the questions — in terms of “who”, “what”, “where”, “how” and “why” — provides an
important clue regarding the most relevant research method to be used. Especially “how”
and “why” questions fit well with case study research (Yin, 2014). The two intended research
questions in this study are:

1. What are the CSFs in decentralised construction companies?

2. What are possible designs of MASs developed via the CSFs identified and tailored for
the needs of the different management levels?

Regarding “what” questions, Yin (2014) recommends taking into account the aim of the
question. If “what” means “how much” or “how many”, the researcher should not use the
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case study research strategy. However, if the “what” question aims comprises an exploring
nature, as in this study (exploring the CSFs in a decentralised construction company), the
case study strategy is adequate. As the answers to both research questions require the
collection of in-depth insights into the company to be studied, case study research is the
most suitable research strategy here.

3.7.2.2 Study propositions
According to Yin (2014), the research questions do not express what the researcher really

intends to study.

Therefore, it is important that a researcher is able to state the study’s propositions or rather
proposition to steer the case study research in the right direction.

This study’s propositions respectively the author’s assumptions are:

a. There are CSFs in decentralised construction companies that affect the economic
situation (e.g. operating results, liquidity management), the attractiveness of the
company as an employer (e.g. working atmosphere, long-term perspectives for

employees), and customer satisfaction (e.g. quality, adherence to schedules).

b. It is possible to steer these CSFs in a decentralised construction company
(depending on the different areas of responsibility: from the MDs’ perspective, as well
as the BM'’s perspective) by using an MAS that takes into account the most important

CSFs in the (above-mentioned) different categories.

c. This MAS to be developed will be tailored for decentralised construction companies
and within these companies for different management levels: PMs, BMs, and MDs
(Section 4.1.5).

3.7.2.3 Unit of analysis - the “case”
The clear definition of the unit of analysis through questions and propositions also includes
the boundaries of the case. These boundaries help to identify the information to be collected
to reach the study’s aim. The more a case study obtains specific questions and propositions,
the more it will remain within feasible limits (Yin, 2014, p. 31).

This study’s unit of analysis is a German decentralised construction company. In this firm,
the study focuses on the influences of certain management levels on the firm’s CSFs
exclusively as an embedded unit. Social actors, who are outside the mentioned management

levels, will be treated as context within this study.
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There are the following time boundaries within the study depending on the variable data

collection methods:

e Semi-structured expert interviews: in 2018 (with all managers of above-mentioned

management levels)

e Analysis of commercial documents: financial years 2009-2017 (last nine years)

e Observations by the researcher: June 2008-2018 (author’'s employment duration)

Table 3 illustrates the study’s unit of analysis.

Single Case
100% family-owned decentralised construction company in Germany
Description approx. 900 employees
approx. 130 Mio. €
20 branches within Germany, all treated as independent profit centres
Features one head office incl. administration departments
individual jobs from one hundred € up to several million €
Participants
expert interviews: BMs, MDs, QM (2018)
/
commercial documents: all branch operational results (2009-2017)
Dat
ata process/meeting observations: BMs, MDs (2009-2018)
Sources
social actors outside the above mentioned management levels
Context

external stakeholders: e.g. clients, suppliers, financial institutions, tax
authorities, legislators

Table 3: Unit of analysis - the “case” (own table).

3.7.2.4 Linking data to propositions

According to Yin (2014), researchers might collect too much data, wrong data, or even too

little data. All three versions lead to problems regarding the linking of the collected data to the

research propositions. In order to avoid these problems at a later stage of the study, the
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researcher has conducted a pilot expert interview including a following review of the
appropriateness of the collected data.

In addition, the author’s personal preparation, preparation of the interview guideline, and the
focus of the author’s observation activities was conducted with respect of a proper and
logical linking of data to research propositions.

3.7.2.5 Criteria for interpreting a case study’s findings
When doing case studies, an important strategy is to identify and address rival explanations
for the study’s findings. Addressing such rivals becomes a criterion for interpreting the
findings: the more rivals are being addressed and rejected; the stronger the study’s findings
will be (Yin, 2014, p. 36).

For this research study, the author needs to identify the rivals among different expert
interviews, or even among different data sources, e.g. through participant observation and

expert interview, and reject them.

3.7.3 Preparation of single case study
Following Yin (2014), before carrying out the actual case study research, the researcher
prepares himself for all areas of the study. For this purpose, all information at hand — the
results from the literature review, the intended research questions, the developed research
propositions, the projected data collection methods, the interview guideline as well as
observation possibilities, and access to commercial documents — is presented and discussed
with top managers of the organisation to be studied, as well as with the university

supervisors.

In addition, the author makes himself familiar with the required research knowledge and skills
related to the case research strategy, semi-structured expert interviews, process observation
skills, ethical guidelines for social researchers, and further soft-skills that might be of
importance in this study.

A further preparation regarding the research topic or the organisation to be studied is not
required, as the author has worked in the researched company for ten years. As the head of
the MA department, he has known every participant of this study for many years and is also
familiar in detail with the research topic as well as the study’s context.

Another part of this stage is the preparation of the questionnaire for the semi-structured
expert interviews. As all managers to be interviewed are German, the interview guideline is
developed in both English and Germany. Before conducting a pilot interview to test
approaches, methodologies, and to ensure that adequate results are generated by the actual
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interviews that follow, the interview guideline was discussed with the university supervisors
and top managers from the studied firm. In order to provide the participants with sufficient
information about the research study, the researcher developed an information sheet for
every participant that he will hand out prior to the pilot interview as well as the actual
interviews. The information sheet is designed to encourage a relationship between the
participants and the research study. Thereby, this is the intention; the participants’ motivation

will be increased.

In a first step, the pilot interview is conducted and its findings related to the research
questions, ethical considerations, and possible bias is checked by the author in close
cooperation with the company experts and the university supervisors. To ensure honest and
critical feedback, the author has selected the manager with whom he has the best personal
relationship within the organisation to be studied.

This section illustrates how the author has prepared the single data collection and data
condensation processes (Miles et al, 2014), and how the single results will be documented.
All collected data will be treated confidentially and stored appropriately in a structured
database on the hard disk of the researcher’s personal computer. Individuals will not be
identifiable in the publications. The research outcomes will be verified by company experts

before conclusions are drawn.

Several types of preparation are necessary prior to the actual conduct of the case study
research. An interview guideline needs to be developed, a partner for the pilot interview has
to be identified, and the author’s personal interview skills have to be honed. In addition,

ethical considerations and bias minimising measurements are taken into account.

This section is subdivided into the researcher’s personal preparation, the methodological
preparation, as well as the conduct of the pilot interview including its outcomes related to the
interviewees’ different objectives and CSFs. At the end of this section, the author provides
details to the three data collecting methods.

3.7.3.1 Skills

3.7.3.1.1 A good researcher
Starting with the necessary personal skills related to case study research, Yin (2014) names
the following habits a good researcher needs to combine:

e Ask good questions - and interpret the answers fairly.

The basic idea when it comes to asking good questions is to understand that research is
about questions and not necessarily about answers. If you are the type of person for whom
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one tentative answer immediately leads to a whole host of new questions, and if these
questions eventually aggregate to some significant inquiry about how or why the world works
as it does, you are likely to be a good asker of questions (Yin, 2014, p. 74).

e Be a good ‘“listener” - not trapped by existing ideologies or preconceptions.

Being a good listener means being able to assimilate large amounts of new information
without bias. As an interviewee recounts an incident, a good listener hears the exact words
used by the interviewee, captures the mood and affective components, understands the
context in which the interviewee is perceiving the world, and infers the meaning intended by
the interviewee (not by the researcher) (Yin, 2014, p. 74).

The listening skill also needs to be applied to the inspection of documentary evidence, as
well as observations of real-life situations. In reviewing documents, listening takes the form of
worrying whether the originator of the document intended to leave any important messages
between the lines (Yin, 2014, p. 74).

e Stay adaptive - so that newly encountered situations can be seen as opportunities,

not threats.

Few case studies will end exactly as planed. Inevitably, you will have to make minor if not
major changes, ranging from the need to pursue an unexpected lead (potentially minor) to
the need to identify a new “case” to study (potentially major). The skilled researcher must
remember the original purpose of the case study but must also be willing to adapt
procedures or plans if unanticipated events occur. When a shift needs to be made, he must
maintain an unbiased perspective and acknowledge those situations in which, in fact, he may
have inadvertently begun to pursue a totally new study (Yin, 2014, p. 74 1.).

e Have afirm grasp of the issues being studied - even when in an exploratory mode.

Every case study researcher must understand his basic theory as well as policy issues
because analytic judgments have to be made throughout the entire data collection phase.
Without a firm grasp of the issues, he could miss important clues and not know when a
deviation was acceptable or even desirable. The point is that case study data collection is not
merely a matter of recording data in a mechanical fashion, as it is in some other types of
research. The researcher must be able to interpret the information as it is being collected and
to know immediately, for instance, if several sources of information contradict one another

and lead to the need for additional evidence - much like a good detective (Yin, 2014, p. 75 f.).

e Avoid bias - by being sensitive to contrary evidence, also knowing how to conduct
research ethically.
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All of the preceding conditions will be negated if a researcher only seeks to use a case study
to substantiate a preconceived position. Case study researchers are especially prone to this
problem because they must understand the issues beforehand, and this understanding may
undesirably sway them toward supportive evidence and away from contrary evidence (Yin,
2014, p. 76).

As the author has already been working within the organisation to be studied for several
years, the danger of a preconceived position related to organisation’s managers and CSFs
exists. Therefore, it is important that the author attaches great importance to contrary
evidence and shows openness to rival positions during data collection, data analysis as well

as during conclusions drawing/verifying process.

Avoiding bias is but one facet of a broader set of values that falls into the category of
“research ethics”. A good case study researcher, like any other social scientist, will strive for
the highest ethical standards while doing research. These include having a responsibility to
scholarship, such as neither plagiarising nor falsifying information, as well being honest,
avoiding deception, and accepting responsibility for his own work (Yin, 2014, p. 76 f.).

The researcher tries to meet Yin’s (2014) recommendations during the entire research study
process. These recommendations can be seen as a guideline for the author that helps him to
always act or react professionally and in a goal-oriented manner. Therefore, the
recommendations provide self-confidence for the researcher related to his upcoming
fieldwork. Of course, Yin’s (2014) suggestions are also valid related to the chosen methods
within the intended case study research.

Furthermore, the researcher needs to be familiar with the chosen methodology and therefore
with the methods (1. semi-structured expert interviews, 2. commercial documents analysis,
and 3. process/meeting observations). The necessary knowledge related to the methodology
has been developed and described in Chapter 3.

In addition, the author needs to be a research expert. In this case, the author’s focus lies
more on the development of personal skills as he is already familiar with the topic of this
study: as a member of MA for nine years and later head of MA of the organisation to be
studied, he already has in-depth insight into the research topic and its environment including
the social actors who have an impact on the CSFs of the organisation to be studied.
Furthermore, the literature review has brought additional, more theoretical, insights in the
research topic.

The author needs to have a varied skill set in order to conduct a case study research
including expert interviews. Personal skills regarding case study research (e.g. What issues
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does the researcher need to focus on?; How to minimise bias?; What is part of a case
study?), semi-structured expert interviews (e.g. How to ask the right questions?; How not to
influence the interviewee?; What are the characteristics of a semi-structured interview?) and

direct observations need to be developed by the researcher himself.

Further personal preparation with regard to the commercial documents analysis is not
necessary, as the researcher (as head of MA department) has been doing exactly this in his
everyday work for several years.

3.7.3.1.2 Semi-structured expert interviews
The conduct of the expert interviews provides the major data source of this study. Qualitative
interviews are one of the most established ways for researchers to gain access to the
participants’ experiences and to the way they make meaning of these experiences (Seidman,
1991). To ensure in-depth insights into the daily work and issues of the participants (BMs,
MDs), the interviews will be semi-structured. This ensures a set of important questions,
combined with the necessary flexibility to vary the order in which questions are asked and
add new questions in the context of the research situation (Bryman et al, 2011; Saunders et

al, 2012). This requires active listening by the researcher at all times.

Qualitative interviewing is a flexible and strong method to capture the voices of people and
the ways they make meaning of their experiences (Rabionet, 2011). In order to use the
positive habits of qualitative expert interviews, which, according to Yin (2014, p. 106), are:

e being targeted - to focus directly on the case study topics

¢ Dbeing insightful - to provide explanations as well as personal views (e.g. perceptions,

attitudes, and meanings)

and in order to prevent the negative habits of qualitative expert interviews, which are
according to Yin (204, p. 106):

e bias due to poorly articulated questions

e response bias

e inaccuracies due to poor recall

o reflexivity - interviewee gives what interviewer wants to hear,

the researcher needs to develop certain personal skills. Bryman et al (2011, p. 476) provide

a guideline in form of a list of twelve criteria of a successful interviewer. He is:
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9.

10.

11.

12.

Knowledgeable: he is thoroughly familiar with the focus of the interview; pilot

interviews can be useful here.

Structured: he gives purpose for the interview; rounds it off; asks whether interviewee
has questions.

Clear: asks simple, easy, short questions; no jargon.
Gentle: lets people finish; gives them time to think; tolerates pauses.

Sensitive: listens attentively to what is said and how it is said; is empathetic in dealing

with the interviewee.
Open: responds to what is important to interviewee and is flexible.
Steering: knows what he or she wants to find out.

Critical: is prepared to challenge what is said - e.g. in dealing with inconsistencies in

interviewees’ replies.

Remembering: relates what is said to what has previously been said.

Interpreting: clarifies and extends meanings of interviewees’ statements, but without

imposing meaning on them.

Balanced: does not talk too much, which may make the interviewee passive, and
does not talk too little, which may result in the interviewee feeling he or she is not
talking along the right lines.

Ethically sensitive: is sensitive to the ethical dimensions of interviewing, ensuring the
interviewee appreciates what the research is about, its purposes, and that his or her

answers will be treated confidentially.

To ensure the necessary personal skills, the author will take this list into account during the
entire data analysis process. Similar to Yin’s (2014) recommendations related to case study
research, this guideline provides self-confidence and stability to the researcher.

Furthermore, the author will take into account the recommended objectives of the interviews
related to the interviewees’ CSFs by Bullen et al (1981): 1. to understand the interviewee’s
organisation and his or her mission, 2. to understand the goals and objectives of the
interviewee, 3. to elicit CSFs and measures from the interviewee, and 4. to assist the

manager in better comprehending his/her own informational needs.
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All these recommendations and guidelines together create the feeling of being well prepared
for the upcoming single case study including fieldwork.

3.7.3.1.3 Process/meeting observations
As a case study usually takes place in the real world, the researcher has the opportunity to
make direct observations (e.g. processes, meetings). In order to use the positive habits of
direct observations, which, according to Yin (2014, p. 106), are:

e immediacy - covers actions in real time
e contextuality - can cover the case’s context,

and in order to prevent the negative habits of direct observations, which, according to Yin
(204, p. 106), are:

e they are time-consuming

e they are selective - broad coverage difficult without a team of observers

e they are reflexive - actions may proceed differently because they are being observed

e they are costly - hours needed by human observers,

certain considerations need to be made by the author. As the researcher is able to work full-
time on the study, the time-consumption and the arising costs are not such important factors
here.

A possible reflexivity is also not an issue here, as the researcher has already been working
for the organisation to be studied for many years. The intended role of the researcher as
participant (Sections 3.5.5 and 3.5.6) also ensures authentic actions of people being
observed by the author. Of course, ethical considerations have to be made.

Similar to the right selections of interviewees for the expert interviews, the selection of
processes and meetings to be observed needs to be well prepared. The researcher always
has to keep the objectives of the study in mind in order to conduct goal-oriented observation.

3.7.3.2 Methodology
3.7.3.2.1 Semi-structured expert interviews
1st Interview guideline

The methodology preparation prior to the conduct of the single case study marks another
stage in the preparation process. A structure that ensures central themes for the semi-
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structured expert interviews and the process/meeting observations needs to be developed.
An explanation for the use of semi-structured interviews is given in Section 3.7.3.1.2.

The development of the guide is based on recommendations taken from specialist literature.
Bryman et al (2011, p. 475) give the following suggestions with regards to the preparation of

an interview guide:

e create a certain order for the topic areas, so that your questions about them flow
reasonably well, but be prepared to alter the order of questions during the actual

interview;

e formulate interview questions or topics in a way that will help you to answer your

research questions (but try not to make them too specific);

e try to use language that is comprehensible and relevant to the people you are

interviewing;
e just as in interviewing in quantitative research, do not ask leading questions;

e remember to ensure that you ask or record ‘facesheet’ information of general kind
(name, age, gender, etc.) and a specific kind (position in company, number of years
employed, number of years involved in a group, etc.), because such information is
helpful for contextualising people’s answers.

Rabionet (2011) points out the importance of the way in which the interviewer introduces
herself/himself, as the introduction can create an adequate environment and elicit reflection

and truthful comments from the interviewee.

As one of the research’s objectives is to identify CSFs within the organisation to be studied,
suggestions by Bullen et al (1981) are also taken into account by the author. An email from
the top management of the company and the researcher to all interviewees had been sent
prior to the interviews. The email explains the purpose of the research study and points out
that the top management support this study. Background material to prepare the
interviewees for the interviews is provided in the email’s attachment. Moreover, a brief outline

of the interview process is enclosed.

As all interviewees are German, the interview guide was developed in English and German.

All interviewees can choose one language prior to the interview.

The development of the interview guide is the next step of the methodological preparation.

As suggested by Bryman et al (2011), the author divides the guide into different sections: a

brief presentation of the study and the objective of the study as well as an introduction of the
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author in his own words, 1. personal questions related to the participant, 2. questions related
to the participant’s job, 3. questions related to the participant’s goals (short-term, medium-
term, and long-term), 4. questions related to the participant’'s CSFs, and 5. questions related
to the measures for the discussed CSFs (What the participant does in everyday work in order
to achieve her/his CSFs and therefore her/his goals.).

During the conduct of the interviews, the author is aware of possible additional new
questions or can alter the order of the questions if necessary. The interview guide is
developed in English and German. The final version of the guide was discussed with

company experts as well as university supervisors.

Apart from the introductory part that includes a brief description of the topic of the study and
its objectives as well as the interviewer’s introduction in own words, figure 13 illustrates the
structure of questions related to the participant/interviewee (Part 1). This part of the interview
is crucial, as the researcher receives important information related to the participant. This
makes a later contextualisation of the participant's answers possible. In addition, these

questions are easy to answer and therefore offer a nice entry into the interview.
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Interview Guideline

Title:

The development of a management accounting system for decentralised construction
companies.

Research chjectives:

1. Toexplore the critical success factors within decentralised construction companies.

2. To critically evaluate how the managemeni accounting system supporis the
achievement of management's critical success factors within decentralised
construction companies.

1. Interviewee

1.1 What is your name?

12 How old are you?

1.3 How many years are you employed at this organisation?

1.4 How many companies in the construction industry have you been employed so far?
1.5  How many years do you work in the construction industry overall?

1.6  What is your position?

1.7 How is your position within the organisation integrated?

18 How many office workers are employed in your area of responsibility?

18 How many industrial workers (including extemal assembly personnel) are employed
in your area of responsibility?

Figure 5: Interview Guide - Introduction and Part 1 (own figure).

Figure 7 shows the interviewer’s questions related to the participant’s job (Part 2) and her/his
goals. The participant’'s answers regarding her/his job are crucial, as the role of the
participant, her/his specific tasks, and her/his duties within the organisation to be studied are
major influencing factors on her/his perspective on phenomena within the organisation.
Furthermore, the answers of this section provide first references related to possible
participant’'s CSFs. The questions about the participant’s goals (Part 3) are also of great
importance to the author’s study, due to the fact that the participant’'s CSFs to be studied
arise from the participant’s goals (Figure 7).

Goals B Critical success factors EEEED Measures BEEED Reports ) Database

Figure 6: Stages in the CSFs approach (Jones et al, 1995, p. 167).
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As a reminder: CSFs are those few key elements that ‘must go right’ to achieve business
objectives (Jones et al, 1995; Bullen et al, 1981) and reduce the risk of business failure
(Baus, 2006; Howell, 2010; Klett et al, 2010).

2. Job of Interviewee

29 Flease describe the role of a branch manager (chief executive cfficer, personnel
developer, quality manager).

22 Please describe the specific tasks of a branch manager (or managing director,
personnel developer, quality manager).

23 Flease describe the dufies of a branch manager (or managing director, personnel
developer, quality manager).

3. Goals

31 What are the shor-term goals (up to one year) within your area of responsibility?

32 What are the medium-term goals {one {o five years) within your area of responsibility?
3.3 What are the long-term goals (more than five years) within your area of respansibility?

3.4 Optional- Well, thal’s a set of goals that youll be measured by the management.
Somehmes, managers also have less formal goals. Often these goals are just as
importart, if not more important, than the official target agreements. Are there goals
that fit info this category within your area of responsibility 7

Figure 7: Interview Guide - Parts 2 and 3 (own figure).

The interviewer’s questions related to the participant’'s CSFs (Part 4) are the core part of the
interview guide. Here, the interviewer’s intention is to learn what factors (related to industry,
organisation, internal, external, hard, soft, etc.) underlie the participant’s goals in everyday
work. In other words: which factors deserve the participant’s focus in everyday work.

The researcher also repeats certain questions or asks similar questions from different
perspectives in order not to miss one or several factors. The objective here is to record all
participant’s CSFs and, in the next step, to organise them into topics.
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4. Critical success factors
41 Are there critical success factors that are typical for the construction industry?

42 Which cniical success factors underiie the shori-term goals within your area of
responsibility?

43  Which critical success factors underlie the medium-tem goals within your area of
responsibdity?

44  Which critical success factors underie the long-term goals within your area of
responsibility?

45 In which areas does the performance have to be good in order to achieve the formal
qoals within your area of responsibility?

46 In which areas does the performance have o be good in order to achieve the less
formal goals within your area of responsibility?

4.7 In which two or three areas wouid cause great harm, if a critical success factor is not
achieved?

48 There are internal critical success factors such as employee motivation. Which critical
success factors of this category exist within your area of responsibiity?

48  There are external critical success factors such as customer satisfaction. Which
critical success factors of this category exist within your area of respensibility?

410 The organisation is highly decentralised. In this context, are there further critical
success faciors within your area of responsibility?

411  Are there critical success factors that only exist within this company?

412 There are backward-looking crifical success factors that can only be monitored by
nianagers {e.g. target-performance comparisons). Which critical success factors of
this category exist within your area of responsibility?

413 There are fulure-oriented critical success factors that managers can aclively influence
{e.g. promotion of young talents). Which critical success factors of this category exist
within your area of responsibility?

414 There are soft critical success factors (e.q. relationship to hoss, parner and family
support, empioyes motivation). Which criical success factors of this category exist
within your area of responsibility?

415 There are temporal critical success factors. Are there critical success factors of this
category within your area of responsibility?

416 Suppose you were on a three-month training course without access o the cutside
world. Which three things would you most ikely want to know about your area of
responsibility?

417 Let us now try to put all the crtical success factors in an order (descending in
importance).

418 When looking at the list: are there any further critical success factors within your area
of responsibility?

Figure 8: Interview Guide - Part 4 (own figure).

Figure 8 shows the relationship between CSFs and measures - every CSF can be measured.

Figure 9 shows the intended questions related to these measures (Part 5). The researcher

has only prepared two questions here, because as the last point of the interview, a dialogue
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between participant and researcher is expected. Without leading the participant to certain
answers, the interviewer tries to develop possible measures in collaboration with the

participant. These measures aim at achieving the identified participants CSFs.

&, Measures for Critical Success Factors

5.1 Let us now try to develop measures for the critical success factors with which the
success in the individual critical success factors can be measured.

h2 In addition, we try to identify or develop the source or a tool for the individual
measures.

Figure 9: Interview Guide - Part 5 (own figure).
The entire interview guideline is provided in Appendix 10.

The MA system to be developed within this research study is based on these CSFs and has
the major goal to illustrate operating figures tailored for these CSFs to the managers of
decentralised construction companies. The managers in turn are able to see the
achievement degrees of each of their CSFs.

During interviews and observation processes, the researcher takes field notes. The
observation actions are based on the same presented guideline as the interviews. This way,
it is guaranteed that the author always builds up connections between actual fieldwork and

the objectives of the study (identification of CSFs, and development of an MA system).

To handle the large amount of data that will be generated through the expert interviews,
documents analysis, as well as process/meeting observations, a folder structure was

prepared on the author’s personal computer (Appendix 11).

2nd Conduct
The organisation’s BMs as well as MDs will take part in the expert interviews. During the
interviews, the researcher will understand differences, similarities, specialities, etc. in
different branches and divisions. Furthermore, he will identify the managers’ objectives and
how they try to reach these objectives in workaday life (participants’ CSFs). The identification
of CSFs in the expert interviews will follow processes that were established by Bullen and
Rockart (1981).

The results of the expert interviews will be clustered/coded and summarised through tables
(according to Miles et al, 2014). Interview transcripts will be shared with the interviewees
prior to the analysis to ensure accuracy of data. This research method mainly answers

research question 1.
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The first regular expert interview was conducted on February 8th, 2018. In total (including
pilot), 20 interviews with 17 BMs, one quality manager, and two MDs were conducted
between February and March 2018. All interviews were conducted personally. Most
interviews took place in the particular participant’s branch. The interviews with the quality
manager as well as the two MDs were conducted in the head office of the organisation. The
interview consent form (Appendix 2) including its entire content was signed by every
participant. Therefore, the researcher was able to take notes during all interviews and to
record and later transcribe all interviews. The researcher did not record the interviews with
the two MDs and the QM. All BMs of the organisation took part in the interviews, as each
preselection by the author could have had an undesired impact on the generated data and
therefore on the findings (bias minimisation). The QM as well as two MDs were interviewed
in order to cross check the findings from the BMs’ interviews related to the identified CSFs
and to better understand the challenges arising for a decentralised company. Due to
personal reasons, the intended interviews with the head of HR development as well as one
BM could not take place. Two BM positions were vacant during expert interviews phase.

Based on the interview transcripts, clustering and coding of the results was done in order to
ensure an effective analysis of the collected data (as recommended by Miles et al (2014) and
Yin (2014)). These clusters and codes are illustrated in Table 4.
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RO Research objective

STG Short-term goal

MTG Medium-term goal

LTG Long-term goal

SSF Short-term CSF

MSF Medium-term CSF

LSF Long-term CSF

BM Branch manager (in branch)
PM Project manager (in branch)
CcP Commercial personnel (in branch)
CM Construction manager (on site)
ADM Administration (head office)
MD Managing director (head office)
OWN Owner (head office)

Table 4: Clusters/codes of interview transcripts and observation notes (own table).

The main intention of the clustering and coding was to visualise connections between
participants’ answers and the study research objectives (RO) wherever possible. In addition,
the coding highlights company as well as participant goals (STG/MTG/LTG), and CSFs
(SSF/MSF/LSF) that underlie these goals and were identified by the researcher.
Furthermore, it was the researcher’s intention to differentiate between operative/direct CSFs
(SSF), tactical CSFs (MSF), and strategic CSFs (LSF).

In this way, it is possible to identify the connections between the main company goals and
the CSFs at manager level. All identified official company goals as well as unofficial
participants’ CSFs were given individual numbers in addition to the code (e.g. SCF-4 means
soft CSF no. 4). This helps to work out the mentioned connections between company goals,
manager goals, and CSFs.

Table 5 illustrates an example of an interview transcript including corresponding clusters and
codes.

73



Interviewer

Which short-term goals with a range of up to one year are
currently being pursued in your area of responsibility?

Participant

| would name the short-term goals in such a way that one BM, STG-01,

tries to achieve the target sag and target operational result$—STG-02,

In addition, we always try to meet the work safety PM, CM,

requirements in order to avoid work accidents on our STG-04

construction sites.

Interviewer

Which CSFs underlie the mentioned short-term goals? The RO-1

first goal was to meet the budget, so first to keep the sales.

Participant

RO-1, BM,
SSF-02,
SSF-27

First, of course, to keep the existing customers and continue

to generate orders there. Orders from regular customers are

low in risk. It is then necessary that one also generates new

customers as sales from regular customers are usually not

sufficient to reach the target sales.

Interviewer

Ok.

Participant

RO-1, BM,
PM,
subcontractors personnel and own blue-collar workgr_s.\SSF-OQ,
MSF-03

In addition, especially in connection with the current shortage
of skilled workers, it is always important to have enough

Interviewer

Why do you differentiate explicitly between subcontractor

personnel and own employees?

Participant

RO-1, PM,
CM,
reasons for this: work safety, possible communication MSF-03,
STG-04

Many regular customers only accept our own assembly

personnel on their construction sites. There are seve

problems with foreign subcontractors, etc..

Interviewer

The next mentioned short-term goal was a high degree of RO-1

work safety. What CSFs underlie this goal?

Participant

It has to be sure that there is no routine related to work RO-1, PM,
CM,

safety on the construction sites. It has to be ensured that
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prescribed regulations, such as regular toolbox-meetings, SSF-25,
a_—

are complied with. That all workers get the required SSF-26,

protective clothing and that this is also worn. To deal

_ _ _ _ _ SSF-28
intensively with the particular risk assessments of the

respective construction site.

Table 5: Exemplary interview transcript from participant B2 (own table).

All data arising from the clustering and coding of the outcomes of the semi-structured expert
interviews, commercial documents analysis, as well as process and meeting observations
was summarised in tables. The data was structured and condensed (as suggested by Miles
et al, 2014) in order to provide an analysable basis.

The identified CSFs (short-/medium-/long-term) that support the achievement of participant
and company goals mark the major content of the MAS to be developed.
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Interview
No.

0

1

12

13

14

15

16

17

18

19

20

Participant

A8

Al

A2

B1

c1

A3

A4

B2

B3

A5

B4

AB

c2

AT

B6

A8

Cc3

A9

o

B7

Position
within Company

Branch manager

Branch manager

Branch manager

Branch manager

Branch manager

Branch manzger

Branch manager

Branch manager

Branch manager

Branch manager

Branch manager

Branch manager

Branch manager

Branch manager

Branch manager

Branch manager

Branch manager

Branch manager

Managing director

Quality manager

Managing director

Job Description

Middie management

Middie management

Middie management

Middle management

Middle management

Middie management

Middie management

Middie management

Middie management

Middle management

Middie management

Middie management

Middle management

Middle management

Middie management

Middle management

Middle management

Middie management

Top management

Middie management

Top management

Date - Time

04.01.2018 - 12:00 am

08.02.2018 - 12:00 am

12.02.2018 - 11:00 am

12.02.2018 - 01:00 pm

12.02.2018 - 02:45 pm

13.02.2018 - 0520 pm

14.02.2018 - 0900 am

14.02.2018 - 11:00 am

15.02.2018 - 09:00 am

15.02.2018 - 11:00 am

15.02.2018 - 11:00 am

22.02.2018 - 08:00 am

26.02.2018 - 10000 am

26.02.2018 - 01:30 pm

27.02.2018 - 08:00 am

27.02.2018 - 06:00 pm

28.02.2018 - 08:00 am

28.02.2018 - 10:00 am

28.02.2018 - 12:00 am

28.02.2018 - 02:00 pm

09.03.2018 - 07:45 am

Years of
Experience

=30

=30

=30

=20

=20

=20

Interview
Mode

Personal

Persanal

Personal

Personal

Personal

Personal

Personal

Personal

Perzonal

Perzonal

Personal

Personal

Personal

Personal

Personal

Personal

Personal

Personal

Personal

Personal

Personal

Notes Recording Comment

b

¥

X

*

Pilot

Table 6: Overview of the semi-structured expert interviews (own table).

Table 6 presents the experts that took part in the semi-structured expert interviews. The

findings from the commercial documents analysis, process/meeting observation, and expert

interviews are summarised in tables.

3.7.3.2.2 Analysis of commercial documents

The researcher has access to the operational results of all German branches of the studied

organisation from 2009 to 2017. An operational result consists of two complete pages and

includes numerous annual commercial figures. All figures relate to one single branch and

one business year. Therefore, this data source enables the researcher to identify similarities

and/or variations between the single branches. In combination with the other research

methods, reasons and possible CSFs for these similarities/variations can be worked out.

Furthermore, the researcher has access to internal documents like order announcements. In

this way, the author can provide analysis in tables and graphic representations (e.g. charts,

graphs).
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The operating results include the annual sales, operating gross margins, fixed costs, and
operational results of every branch. As a consequence, the researcher is able to analyse the
different branches and divisions on a timeline of nine years. Certain developments can also
be identified and analysed. Special rankings related to annual sales, operating gross
margins, fixed costs or operational results can be generated. Specialities of single branches
can be identified and compared to the same type of data of another branch or division. Thus,
best or worst practice analyses are possible.

The results will be documented and summarised through tables and graphs (according to
Miles et al, 2014). At the end of this data collection process, the author will have gained a
detailed overview of all specialities, issues, similarities, and developments of all branches
throughout the last nine years. Maybe it will even be possible to identify some opportunities

for improvement.

For this research study, the author focuses on the following aggregated figures: sales in
Euros, operational gross margin in Euros, operational gross margin in per cent to sales, fixed
costs in Euros, fixed costs in per cent to sales, operational result in Euros, operational result

in per cent to sales.

The named commercial figures are exported from the operational branch results into
Microsoft Excel and illustrated in tables and graphs. Thereby, the author can manage the
huge amount of data from more than 20 branches over nine business years. In addition to
the annual commercial figures, for each figure, a respective sum of the average of the nine

studied business years is provided.

2009 2010 2011 2012 2013 2014 2015 2016 2017 Sum/ Average
Salesin € 4057738 3403240 4119725  4.895.806 4.664.074 4549234 4.327.914 3.993.238 4613424 38.624.393
Operational gross margin in € 1170945 1286728 1573803  1856.113 1822 885 1.639.165 1.586 415 1.454 348 1.754.915 14.145.317
Operational gross margin in % to sales @ 289% @ 37.8% @ 38,2% @ 37.9% @ 39,1% @ 36,0% @ 36,7% @ 36.4% @ 38.0% @ 36.6%
Fixed costs in € 889 741 810.301 791.456 782.941 819.510 755843 834711 779.008 808 950 7.272.471
Fixed costs in % to sales 21,9% 23.8% 19.2% 16,0% 17.6% 16.6% 19.3% 19.5% 17.5% 18,8%
Operational result in € 261.204 476.427 782.347  1.073.172 1.003.375 883.922 751.704 675.340 945.955 6.872.846
Operational result in % to sales @ 69% @ 14,0% @ 19.0% & 219% @ 215% @ 19.4% @ 17.4% @ 16.9% @ 20,5% @ 17.8%

Table 7: Exemplary operational branch results from 2009 to 2017 (own table).

Table 7 illustrates how the numerous data from of the operational branch results are
condensed in order to create a basis that includes the figures that are important in order to
meet the research objectives and to work out similarities/variations between the studied
branches. The author created a similar table for each German branch.
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Figure 10: Exemplary operational branch result over nine business years including trend line
(own figure).

In addition to the tables, a graph that illustrates the operational branch results over the nine
studied business years as well as a trend line is provided for each branch (Figure 9).
The graph enables the researcher to get a first overview before going into detail by analysing
the tables including all important commercial figures. All findings from the commercial
documents analysis are also documented in a summary table.

3.7.3.2.3 Process/meeting observation
As the researcher has been working in the studied organisation for ten years, he has already
made many observations during various meetings. In addition, he has observed many
processes within the company: in the head office, between branches and head office, as well
as between branches and the company customers.

One of the aims of this data collection process is to compare the processes and meetings of
different branches and build up the best practice model including the CSFs affecting the
observed processes or meetings. In addition, the researcher intends to understand the
differences between the studied branches. Furthermore, the author proposes to identify the
different objectives of the observed managers and build up preliminary connections between
these objectives and the overall goals of the organisation, to compile CSFs and therefore
improvement opportunities related to the diverse management levels and company goals as
well as relate the existing theory to business practice.

The results of the process/meeting observations will be illustrated and summarised through
clustering and tables (according to Miles et al, 2014). These tables will include observed
processes and meetings as well as the author’'s comments. The selection of the analysed
processes also depends on the findings taken from the expert interviews.
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The selection of the analysed processes also depends on the findings from the expert
interviews, as many important CSFs and therefore processes have been identified there.
With this method, the role of the researcher is important (Section 3.5.5). From 2009, the
author has been head of MA in the organisation to be studied. Since then, he has been
involved in numerous processes (between head office and branches, and also in the head
office only). Examples for these processes are: customer acquisition, support of regular
customers, acquisition of subcontractors, tendering, cost and result control, HR management
of the branch, collaboration with head office, as well as collaboration with the top

management.

All observed processes are illustrated in tables including the process participants, the
individual participant approach, and if possible, similarities/variations of the different
branches.

Figure 11 illustrates examples of the customer acquisition and price calculation process in
the studied organisation and how two BMs handle this process. As a reminder, the particular
organisation’s objective is also provided in each process illustration.
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Process: CUSTOMER ACQ., PRICE CALC. date: 11.05.18

Participants:

branch branch manager
head-office none
external potential new customer

Organisation’s objective:

to increase the proportion of regular customers

Participant's approach: observation period: 2008-today
Participant A3: Little thought of what kind of customer makes sense for the
company. There are no personal relationships with the customers. B MSF-24

There are also unrealistic prices offered in order to convince a potential

new customer and get the job. Project “Phoenix-S;e_',_DErt_m]Fd,—QﬂTdf— —__ SSF-29

In that case, the calculated margin was under 0% (approx. -15%).

Participant A7: New customers are always acquired with_the idea of later * SSF-30, MSF-10

developing reqular customers from them. If a potential new customer

-
has unrealistic price expectations, no offer will be made and new SSF-29

customers will be sought elsewhere.

There are personal relationships with (regular) customers (e.g. joint
—

visits of football matches on a regular basis, 2008-pres_eﬁt]r - T————— _ MSF-24

Figure 11: Exemplary illustration of the customer acquisition process (own figure).

The exemplary illustration in Figure 11 highlights that BMs can handle processes differently.
In connection with the methods analysis of commercial documents and expert interviews, the
researcher is able to identify certain behaviour at manager level and therefore CSFs that
support or hinder the company in achieving its goals. The researcher’s observation in the
“participant’s approach” section was coded in order to ensure an effective analysis of the
collected data (Table 7). More detailed information on the process/meeting observation may
not be provided by the researcher after consultation with the company owner. According to
the company owner, only short texts including as little information as possible are permitted.
All observed processes (not all processes related to all BMs could be observed by the

researcher) are documented within a summary table as well.
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3.7.3.3 Minimising bias

According to Potts (1990), when it comes to qualitative research, bias lurks in all phases.
Some researchers might be tempted to only use a research study to substantiate a
preconceived position. Case study researchers are especially prone to this problem because
they must understand the issues beforehand, and this understanding may sway them
towards supportive evidence and away from contrary evidence (Yin, 2014, p. 76) (Section
3.7.2.5) unintentionally. Bias always occurs, but it is possible for researchers to avoid it and
they should try it as thoroughly as possible (Miles et al, 2014).

There are several reasons for bias in qualitative research (Potts, 1990; Miles et al, 2014; Yin,
2014). Miles et al (2014, p. 294) state the following types of bias:

e The holistic fallacy: Interpreting events as more patterned and congruent than they

really are.

e Elite bias: Overvaluing data from articulate, well informed, usually high-status

participants and undervaluing data from less articulate, lower status ones.

e Personal bias: The researcher’s personal agenda, personal demons, or personal

“axes to grind”, which skew the ability to represent and present fieldwork and data

analysis in a trustworthy manner.

e Going native: Losing the perspective or the “bracketing” ability, being co-opted into
the perceptions and explanations of local participants.

The specialist literature (Miles et al, 2014; Yin, 2014) provides recommendations on how to
minimise these types of bias and these recommendations are presented briefly in this

section.

First of all, it is important that the researcher is aware of the risk and the danger of bias within
the research study at all stages. Only with this awareness he/she is able to minimise the
threats arising from bias (Potts, 1990). To minimise bias in a study, Miles et al (2014, pp.
297-299) recommend to remain on-site as long as possible, use unobtrusive measures,
ensure that one’s intentions are transparent for the participants, avoid “elite” bias by
choosing a broad variety of participants, include information from different positions within
the studied organisation, and keep the research questions firmly in mind. In addition, Miles et
al (2014) state the danger of being misled by one or more participant(s). In this case, the
authors recommend understanding and focusing on why a participant would find it necessary
to mislead the researcher. In order to minimise that risk, Miles et al (2014) advise
researchers not to give away how much they know. Furthermore, it can be helpful to ask
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research colleagues to double-check the analysis of the collected data to identify possible
existing bias.

As most of the expert interviews were conducted in German language, the translation
process also contains risks related to bias. Therefore, the researcher has decided to code
and analyse the German interview transcripts first, and then translate the texts into English
language. Thus, bias through the translation process is impossible.

3.7.3.4 Ethical considerations

3.7.3.4.1 Introduction

All research involving human beings has to include ethical considerations and strategies for
the protection of the human “subjects” within the study (Yin, 2014). Every researcher has to
consider potential “wrongness” of his/her actions as a qualitative researcher in relation to the
people whose lives he/she is studying (Miles et al, 2014, p. 56).

Most professions have detailed ethics codes, including guidelines ranging from research
participants’ rights to inappropriate forms of relationships between researcher and
participant. However, research fieldwork along with the different data collection methods are
often unpredictable and site specific (Miles et al, 2014).

As two of the three data sources of this study (expert interviews and process/meeting
observations) include human beings in their daily routine, there are ethical considerations
that need to be taken into account.

According to the National Research Council (2003, pp. 23-28), which is cited by Yin (2014), a

researcher conducting case study research has to ensure the following:

e informed consent from all persons who may be part of the case study, by alerting
them to the nature of the case study and formally soliciting their volunteerism in

participating in the study;

o protection of those who participate in the study from any harm, including the use
of any deception in the study;

o protection of the privacy and confidentiality of those who participate so that, as a
result of their participation, they will not be unwittingly put in any undesirable position,
even such as being on a roster or on a mailing list to receive requests to participate in

some future study;

e conduct of special precautions that might be needed to protect particularly
vulnerable groups (for instance, research involving children); and
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e equal selection of participants, so that no groups of people are unfairly included in

or excluded from the research.

According to Bryman et al (2011), harm can entail various facets: physical harm, harm to the
participants’ self-esteem, stress, and harm to career prospects or future employment.
Related to this study, physical harm is not an issue. To avoid the other types of harm
mentioned, the researcher has to remain objective at all times. He has to make clear to the
participants that the participants’ business objectives and daily issues mark the research
topic, not the participants’ skills. In addition, the author has to remain neutral. An evaluation
of the given answers by the researcher (this includes facial expression and/or gesture) must
not take place at any time.

In this research study, there are no particularly vulnerable groups. In order to ensure an
equal selection of participants, the researcher has decided to conduct interviews with all BMs
of the organisation to be studied. Therefore, no one is excluded from the research and all
opinions are heard. How the researcher ensures informed consent and protects the privacy
and confidentiality of all persons taking part in the study is described in Sections 3.7.3.4.2-
3.7.3.4.4.

In order to meet the recommendations deriving from the specialist literature, this research is
conducted in accordance with the ethical guidelines of the University’'s Handbook of
Principles and Procedures (2008). The entire ethical approach including risk assessment
conducted by the author was presented to and approved (approval reference code:
REC.18.30.8) by Dr Emily Ryall (University’s Research Ethics Committee). A research ethics
form, a covert observation consent form, an interview consent form, the research ethics
committee correspondence as well as the approval are attached to this thesis (Appendices 1-
5).

3.7.3.4.2 Semi-structured expert interviews
In order to meet the ethical standards, the author has created consent forms for the expert
interviews (Figure 12 - Appendix 2). Both forms are created in English and German and
discussed with each participant prior to the documentation of observations respectively prior
to the individual expert interview. Refusal of participation is accepted without reasoning. The
participants receive important information regarding the research study prior to the interviews
(University’s Handbook of Principles and Procedures, 2008, p. 4, paragraphs 3.1 and 3.2).
Furthermore, every participant can freely decide if the researcher may use a recording
device during interviews. The interview results will be treated confidentially and stored
appropriately on the author’s personal computer (Appendix 11). All data related to the expert

interviews will be destroyed after the completion of the DBA program. Individuals will not be
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identifiable within the publications (University’s Handbook of Principles and Procedures,
2008, p. 4, paragraph 3.4). During the development of the forms, the author has taken into
account the ethical suggestions of the specialist literature (Bullen et al, 1981; Bryman et al,
2011; Saunders et al, 2012; Yin, 2014). Furthermore, the requirements from of the
University’s Handbook of Principles and Procedures (2008) were acknowledged by the

researcher.

The forms explain that the participant’s decision to take part or not take part in the study has
no effect on his/her employment status or conditions. The participant is informed that the
interviewer would like to record the interviews and to create transcripts afterwards in order to
conduct a data analysis. It is stated that all data will be treated confidentially and access to
the collected data is limited to the researcher. In addition, participants are informed that any
summary interview/observation content, or direct quotations from the interview, that are
made available through academic publication or other academic outlets will be anonymised
so that no one can identify the individual participant at any time.

Interview Consent Form

Research project title: The development of a management accounting system
for decentralised constnuction companies

Research investigator: Tim Daniel Rossenbach

Research participant's name:

The duration of the intended interview will be 60-90 minutes. You have the right to refuse the
participation, to stop the interview or withdraw from the research at any time. Your decision
will have no effect on employment status or conditions

Ethical procedures for academic research undertaken from UK institutions require that
interviewess explicitly agree to being interviewed and to how the information contained in
their interview will be used. This consent fom is necessary to ensure that you understand
the purpose of your involvement and that you agree to the conditions of your parficipation.
Please would you sign this form to certify that you approve following

+ the interview will be recorded and a franscript will be produced

= you will be'sent the transcript and given the opportunity to correct any factual errors

= the transcript of the interview will be anaiysed by Tim Daniel Rossenbach as research
investigator

= access to the interview transcripts will be limited to Tim Daniel Rossenbach

= any summary interview content, or direct guotations from the interview, that are made
available through academic publication or other academic outiets will be anonymized
so that you cannot be identified, and care will be taken to ensure that other
information in the interview that could identify you is not revealed

» the actual recording will be destroyed after the research project is completed

= any variation of the conditions above will onty occur with your further explicit approval

Printed Name:

Interview participation: yes ne___
Participant's Signature: Date:
Researcher's Signature: Date:

Figure 12: Interview Consent Form (own figure).

3.7.3.4.3 Analysis of commercial documents
The analysed commercial documents are anonymised, so that no branch as well as no
responsible manager is identifiable within the thesis. The analysed branches receive
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randomly generated numbers. To make a connection between this number and individual

branches or managers is not possible at any time.

3.7.3.4.4 Process/meeting observations
Freely given informed consent will be obtained from all participants prior to or (if not possible
otherwise) after the researcher’s observation activities. For this purpose, the researcher has
designed a covert observation consent form, which is signed by every participant. A copy of
this form is illustrated in Figure 13 and attached to this thesis (Appendix 3).

Covert Observation Consent Form

Research project title: The development of a2 management accounting system
for deceniralised construction companies.

Research investigator: Tim Daniel Rossenbach

Research participant's name:

'Within this research project, covert observation by the named researcher was undertaken. |
hereby can give or refuse my ex post consent to Tim Daniel Rossenbach whose signature
appears bejow, to use the notes taken of my work activities for academic purposes within the
research project named. Giving or refusing consent will have no effect on empioyment status
or conditions. | signing this consent ferm acknowledge and approve the following:

« Tim Daniel Rossenbach is allowed to use these notes within the research project
mentioned above

= | will be sent a copy of the notes taken and given the opporiunity to comect any
factual errors

» the notes of my work activities will be analysed by Tim Daniel Rossenbach as the
research investigator

« access to the notes will be limited to Tim Daniel Rossenbach

= any summary observation content, or direct quotations from the notes, that are made
available through academic publication or other acadernic outlets will be aronymized
50 that | cannot be identified, and care will be taken to ensure that other information
in the notes that could identify me is not revealed

= the notes will be destroyed after the research project is completed

= any variation of the conditions above will only occur with my further explicit approval

Printed Name:

Consent: yes no___

Participant's Signature: Date:
Researcher's Signature: Date:

Figure 13: Covert Observation Consent Form (own figure).

The participants receive important information regarding the research study before signing
this form (University’s Handbook of Principles and Procedures, 2008, p. 4, paragraphs 3.1
and 3.2). If a potential participant is not willing to sign the form, no information arising from
these observation activities flow into the study. Refusal of participation is accepted without
reasoning. The observation results will be treated confidentially and stored appropriately on
the author’s personal computer. All data related to the observation activities will be destroyed
after the completion of the DBA program. Individuals will not be identifiable within
publications (University’s Handbook of Principles and Procedures, 2008, p. 4, paragraph
3.4).
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3.7.3.5 Pilot

3.7.3.5.1 Introduction

After personal and methodological preparation, the author conducts the pilot in order to
review the intended research design. Given that it marks the major data source, the focus
here is on a pilot semi-structured expert interview at manager level, conducted in the
organisation to be studied. The pilot’s objectives are to check if the research design including
the author’s interview guide ensures the generation of the necessary data in order to answer
the study’s research questions and if the intended interview guide leads to a fluent conduct of

the interviews and a comfortable atmosphere for the participants.

An important decision is the choice of the pilot’s participant. The author has selected a BM
from the interior works division. He was chosen due to his long experience and high
expertise in the field of interior works. Furthermore, this expert has been well known to the
researcher prior to this study and in fact for a long period of time. This trustful personal
relationship ensures honest and critical feedback from the participant related to interviews as

well as observation and marks an enormous additional value to the author’s study.

The ethical guidelines are observed in the pilot process as well: the pilot’s participant
received a brief introduction of the study’s topic and context as well as the consent forms
several weeks prior to the conduct of the actual pilot interview. He got the information that all
personal and organisation data will be treated confidentially and will be deleted after the
research study is finalised. In addition, he was informed that refusal to participate will be
accepted without reasoning at any time. After the candidate for the pilot agreed to participate,
he received an email including the interview guideline as well as a brief introduction to the
study’s topic and context. Thus, he was able to prepare himself and get familiar with the
research topic and context. Furthermore, the author asked the candidate to check the

interview guideline relating possible improvements.

The pilot interview was conducted as a regular semi-structured expert interview. The analysis
as well as possible suggestions from the candidate were to be processed afterwards. After
the interview, interviewee and researcher reviewed the interview guideline, records, and the
author’s interview notes together in order to identify possible improvement opportunities
related to the interviews as well as the observations. In addition, the process of
process/meeting observations was discussed with the participant of the pilot interview.

The pilot interview was conducted with interviewee A8 on January 4th, 2018 in the
interviewee’s branch and lasted 120 minutes. According to the interview guide, the pilot
interview was divided into six separate parts: a brief presentation of the study and its
objective as well as an introduction of the author in his own words, 1. personal questions
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related to the participant, 2. questions related to the participant’s job, 3. questions related to
the participant’s goals (short-term, medium-term, and long-term), 4. questions related to the
participant’s CSFs, and 5. questions related to the measures for the CSFs discussed (What
the participant does in everyday work in order to achieve her/his CSFs and therefore her/his

goals.).

3.7.3.5.2 Interviewer and pilot participant
In the first two parts of the pilot interview, the introduction and personal questions related to
the interviewee, the author first introduced himself, the topic; and the objectives of the study
in his own words. Furthermore, the researcher provided additional information to the CSFs
method with a focus on the differences between officially defined goals (of a company or a
particular manager within a company) and usually not official CSFs that underlie these official
goals. The interviewer named several examples for short-, medium-, and long-term goals
including their certain underlying CSFs in order to provide further interview preparation for

the interviewee, in addition to the already transmitted information.

In a next step, the interviewee answered the personal questions related to him and his
personal experience in the industry respectively in the organisation to be studied. This
“simple” part generated the data that are necessary in order to be able to file the entire
collected data contextually. In addition, it created a comfortable atmosphere for the

interviewee and the interviewer.

3.7.3.5.3 Pilot participant’s job and goals
In these parts of the pilot interview, the interviewee provides information regarding his role in
the organisation, his tasks, and his short-, medium-, and long-term goals.

Related to his role in the organisation to be studied, the participant sees himself as a link
between administration (head office) and top management (CEO of the parent company) on
the one hand and his branch including its staff on the other. If there are new organisational
requirements by the head office, it is the branch manager’s job to push these requirements
through.

Related to everyday life, he sees himself as the major contact person for customers (new
and regular customers). It is his job to acquire new customers and develop them, together
with the branch PMs, into regular ones. This includes the entire quotations and
corresponding calculations. In addition, according to the pilot interviews interviewee, the local
BM has to have a thorough knowledge of the market potentials of his region (e.g.: Which

potential target customers are there?).
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The following table illustrates the interviewee’s personal tasks and goals, which were named

during the pilot interview. The data in the column “inputs from pilot interviewee” are

summarised from the individual interviewee’s answers of selected questions.

Main questions

Inputs from pilot participant

Please describe the
role of a BM.

link between MD and branch

major contact person for customers
human resources manager in branch
trouble-shooter

independent entrepreneur within the organisation

Please describe the
specific tasks of a BM.

quoting and incl. calculations

acquisition of new customers and their development into
regular customers

MA related to all projects
QM

acquisition of new assembly personnel

What are the short-
term goals (up to one
year) within your area
of responsibility?

to reach the given budget (sales, margin)
to ensure utilised capacity

to use synergies between branches

What are the medium-
term goals (one to five
years) within your area

of responsibility?

acquisition of new regular customers
to promote young talents within staff
to avoid/minimise labour turnover

to raise self-motivation of staff

identification of future market opportunities

What are the long-term
goals (more than five
years) within your area
of responsibility?

none

Table 8: Pilot participants tasks and goals (own table).
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Given that the researcher, like the interviewee, has a detailed previous knowledge of the
studied organisation and the research topic and context, within these two parts of the pilot
interview there was a goal-oriented dialogue between them. The entire pilot interview
conduct was very fluid and comfortable. There were no comprehension issues between
interviewee and interviewer. The interviewee seemed to be well prepared during these

interview phases. The atmosphere was professional throughout.

3.7.3.5.4 Pilot participant’s CSFs
The questions related to the interviewee’s CSFs mark the main part of the pilot interview. In
this phase, the interview gives information regarding all kinds of CSFs within his area of
responsibility. According to the suggestions by Bullen et al (1981), the interviewer asks
similar questions related to possible CSFs that might underlie the aforementioned goals from
different perspectives in order not to miss any CSF. In a second step, the named CSFs are
sorted by priority by the interviewee in collaboration with the interviewer. Here it is crucial that

the interviewer is careful not to have any influence on the interviewee’s CSFs ranking.

According to the interviewee, there are a lot of CSFs within his area of responsibility. The
most important short-term CSFs according to the interviewee are: a market-driven
calculation, a continuous incoming order, the negotiation of advance payments, engagement
of (external) assembly personnel in time, and a timely billing. Related to the most important
medium-term CSFS, the participant named a good working atmosphere (in the branch and in
the entire organisation), a continuous hiring of apprentices, the binding of assembly
personnel (internal and external), and the continuous acquisition of new customers to
compensate possible losses of regular customers. Related to long-term CSFs, the
interviewee did not give any information. Table 9 illustrates the participant's CSFs.
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Are there CSFs that
are typical for the

construction industry?

the negotiation of advance payments

high work safety standards

Which CSFs underlie
the short-term goals
within your area of
responsibility?

a market-driven calculation
continuous incoming orders
engagement of (external) assembly personnel in time

a timely billing

Which CSFs underlie
the medium-term goals
within your area of
responsibility?

a good working atmosphere (within branch and entire
organisation)

a continuous hiring of apprentices
the binding of assembly personnel (internal and external)

the continuous acquisition of new customers to
compensate possible losses of regular customers

Which CSFs underlie
the long-term goals
within your area of

responsibility?

as there are no current long-term goals within my area of

responsibility, none

There are internal
CSFs. Which CSFs of
this category exist
within your area of

responsibility?

a good working atmosphere (within branch and entire
organisation)

the existence of a good feedback culture

There are external
CSFs. Which CSFs of
this category exist
within your area of

responsibility?

a high degree of customer satisfaction

the existence of unique selling propositions (e.g. several
trades from one source)

to demonstrate trust and confidence towards the
customers (e.g. by offering highly trained personnel)

the avoidance of quality defects

The organisation is
highly decentralised.
In this context, are
there further CSFs

a good collaboration between branch and head office
(administration)

a reliable flow of information between branch and head
office / MD / top management
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within your area of e the existence of transparency of decisions from the head
responsibility? office
e clearly formulated and communicated competences of

different management levels (MDs, BMs)

e integration of BMs in the company’s strategic planning

There are soft CSFs e signs of honest appreciation to the employees
(e.g. relationship to (appropriate company car, modern IT equipment, etc.)

boss, employee e support of partner and family (e.g. related to the very
motivation).  Which time-consuming job)
CSFs of this category
exist within your area

of responsibility?

Table 9: Pilot participant’s CSFs (own table).

Due to the fact that the researcher, like the interviewee, has a high previous knowledge of
the studied organisation as well as the research topic and context, there was a goal-oriented
dialogue between interviewee and researcher in this part of the pilot interview. The entire
pilot interview conduct here was very fluid and comfortable. There were little comprehension
issues between interviewee and interviewer regarding the proper distinction of goals and
CSFs.

3.7.3.5.5 Measures for CSFs
For this final part of the pilot interview, the interviewer and the participant developed single
measures for each of the identified CSFs. In this phase, according to Bullen et al (1981, p.
59), the interviewer is allowed to make suggestions based on his/her initial preparation or
subsequently acquired knowledge. There is no danger of “leading” here. The interviewer may
suggest a way of measuring that the interviewee did not think of but is fond of and will use.

Table 10 shows selected CSFs in connection with its corresponding developed measures.
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CSF

the negotiation of advance payments

corresponding measure

quote: order with advance payments to total

number of orders

a timely billing

the amount of not yet invoiced semi-finished
works in relation to overall sales (e.g. per
PM)

a good working atmosphere (within
branch and entire organisation)

surveys within staff

a high degree of customer satisfaction

the conduct of a customer survey and

evaluation

the continuous acquisition of new

customers to compensate possible

losses of regular customers

the quote ‘share of sales with regular
customers to total sales’ will be included in

the responsible BM’s evaluation

a good collaboration between branch and
head office (administration)

surveys within branches and head office

clearly formulated and communicated
competences of different management
levels (e.g. top management, MD, and
BMs)

implement transparent competences of the

different management levels in the

management system

Table 10: Participant’'s CSFs and corresponding measures (own table).

This pilot interview phase delivered first measures to CSFs that were identified before. The
atmosphere here was professional, but there were situations in which the pilot interviewee

had problems with the distinction between CSFs and measures.

3.7.3.5.6 Findings from pilot interview

The pilot interview has shown that there are still comprehensive issues related to the proper
distinction of (officially formulated) goals and (not officially formulated) CSFs that underlie

these goals.

After the common evaluation with the author’s supervisor it was clear that the developed
interview guide is not an issue here. Instead, the interviewer’s interviewee preparation has to
be more intensive and its focus has to be more on the CSFs method (Bullen et al, 1981) and
the individual definitions of official company goals, unofficial CSFs, and measures to be
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determined in a final step. The researcher has to make sure that all participants of the study
know the exact differences of the mentioned terms. Therefore the preparation material that is
sent to the participants prior to the interviews was restructured.

Apart from the interview guide and the brief introduction of the topic and context (Appendices
10, 6) of the research study, all participants will receive brief summaries of the academic
articles “Chief Executives Define Their Own Data Needs” (Rockart, 1979) and “A Primer On
Critical Success Factors - Chapter 3” (Bullen et al, 1981) as well as a brief text containing
definitions of the terms “goal” and “CSF” in order to ensure that they are all well prepared. All

mentioned papers are attached as Appendices (7, 8, and 9).

In addition to the pilot interview conduct and its evaluation afterwards, the researcher has
discussed the two other data sources (process/meeting observations as well as the analysis
of commercial documents) with the expert. The expert shares the author's and supervisor’s
opinion that the combination of these three methods will lead to appropriate findings that will
ensure the achievements of the study objectives and generate new knowledge in the studied
field.

Related to the first research question, the pilot generated the following findings:
1. What are the CSFs in decentralised construction companies?

This research question aims at the identification of the existing CSFs in a decentralised
construction company. The identified CSFs (related to the industry, company, a particular
manager, etc.) will underlie the MA system to be developed.

The pilot has generated the required data to answer this question and therefore met the
author’s expectations. Many CSFs that were mentioned by the pilot participant were already
known from the literature review (e.g. motivation of staff, communication among staff, timely

billing, and sufficient recourse related to assembly personnel).

The expert emphasises the importance of regular customer development as well as, due to
the decentralised company’s organisation, clearly formulated and communicated
competences of the different management levels (MD and BMs) including a reliable flow of
information between branches and MDs.

It was explained that the existence of regular customers ensures high achievement degrees
of numerous CSFs (e.g. timely incoming payments, efficient marketing, and target-oriented
cooperation with customers) at once. According to the expert, various construction industry-
specific dangers (e.g. payment defaults due to customer’s low credit-worthiness, unrealistic
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price/quality/schedule expectations by the customer, and lawsuits for years) might not exist
at all, if a branch generated its sales largely with regular customers.

Furthermore, related to the decentralised organisation, the expert mentioned the importance
of clearly formulated and communicated competences of the different management levels.
According to the expert, this leads to an efficient way of working. He pointed out that a
decentralised organisation might lead to an inefficient (e.g. double work steps) way of
working (especially in the collaboration between administration departments (head office)
and branches) and therefore to displeasure among the staff. Generally, according to the pilot
participant, it is crucial to explain to the staff that employees in the head office and branches
belong together and are colleagues. The expert mentioned that he often experienced
situations, in which branch employees (mainly technical staff)“work against” employees of
the head office (mainly commercial staff) and the other way round. In this case, unnecessary
costs arise and, even worse, the staff motivation gets damaged. In addition, excuses for
mistakes emerge from a conflict between head office and branches, as it is always easy to
blame and to hide behind the other side.

Related to the second research question, the pilot generated the following findings:

2. What are possible designs of MASs developed via the CSFs identified and tailored for

the needs of the different management levels?

This research question intends to illustrate possible designs of MASs developed via the
CSFs identified and tailored for the needs of the different management levels.

The pilot has generated the required data to answer this question and therefore met the
author’s expectations. After the author’s explanation of the study topic, context, and intention
(to use identified CSFs as the basis of an MAS tailored to the needs of decentralised
construction companies), researcher and expert (as before researcher and supervisor)

discussed the support possibilities of an MAS in this case.

According to the expert, a newly developed MAS, that provides data illustrating the
achievement degrees of all crucial CSFs in a manager’s area of responsibility to this
manager on a regular basis (e.g. monthly) will have several advantages for the manager and
therefore for the company that implements this MAS. The expert explained that, due to the
MAS and the CSFs within this system, the managers learn what kinds of information are
really important in order to achieve the set goals and which areas are worth to invest their
working hours as well as work force in. As an MAS usually informs the connected managers
on a monthly basis, the managers receive a regular reminder. The expert believes that an
MAS using the CSFs method will “guide” the managers on an efficient and target-orientated
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path and will therefore lead to a noticeably higher achievement degree of company goals.
Thereby, the expert confirms the existing specialist literature (e.g. Ax et al, 2007; Chenhall,
2012; Mlecnik, 2014).

Apart from the comprehensive issue concerning the distinction of the terms ‘goal’, ‘CSF’, and
‘measure’ mentioned before, the methodological choices related to research philosophy,
research approach, methodological choice, research strategy, time horizon, techniques and
procedures, minimizing bias, as well as ethical considerations (Chapter 3) have passed the
test that the pilot was supposed to be. Especially the chosen methods of semi-structured
expert interviews, process-meeting observation, and the analysis of commercial documents
present themselves as appropriate tools to generate the required in-depth data. The
interviews will ensure the attention of numerous different perspectives on the studied
phenomenon. By taking into account all perspectives and possible rival positions, the
intended empirical research will provide the necessary data for a meaningful conclusion and

new knowledge.

3.7.4 Analysis of collected data
This stage aims to connect the collected data to the research objectives. In order to achieve
this, the results of the semi-structured expert interviews, analysis of commercial documents,
and process/meeting observations are concentrated into one large illustration which then is
related to the study’s research questions:

1. What are the CSFs within decentralised construction companies?

2. What are possible designs of MASs developed via the CSFs identified and tailored for
the needs of the different management levels?

An important part of the analysis of the collected data is the data display process. A display
is an organised, compressed assembly of information that allows the drawing of conclusions
as well as action. Good displays are a major avenue to robust qualitative analysis. Designing
displays — deciding on the rows and columns of the matrix for qualitative data and deciding
which data, in which form, should be entered in the cells — is an analytic activity (Miles et al,
2014, pp. 12 and 13).

A continuing data condensation is also part of this phase as it reflects the researcher’s
decisions concerning which data chunks to code and which to pull out, which category labels
best summarise a number of chunks, which evolving story to tell. All of which are analytical
choices (Miles et al, 2014, p. 12), as is the one for the appropriate display/illustration of the
collected data. This includes summaries, overviews and figures. All results will be connected
to the findings of the conducted literature review and the research questions that the author
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developed. This procedure ensures a meaningful connection of theory (results of the
literature review) and business practice (results of the case study research).

The top management of the studied organisation will be involved by verifying all research
outcomes in detail. Furthermore, the author’s supervisors will have the opportunity to
examine all results of the data condensation and data display stages.

3.7.5 Conclusions drawing/verifying, limitations, outlook, and recommendations
From the beginning of the data collection process, the qualitative researcher interprets facts
and observations by noting patterns, explanations, causal flows, and propositions. The facts
arising from the collected data have to be verified regarding their plausibility, their sturdiness,
and their confirmability (Miles et al, 2014). The data condensation process leads the
researcher to new ideas on which groups of data should be entered into a data display (Miles
et al, 2014).

The outcome of the research will contribute to the design of MASs and the use of a CSFs
approach in this.

Possible limitations of the study with regard to the researched organisation and/or
environment, the chosen methodology and/or participants, an outlook as well as

recommendations for possible future research are given in this stage.

3.8 Summary

The researcher has chosen social constructionism as leading research philosophy. The
number of samples within the research will be small to allow in-depth investigations. Due to
the necessary in-depth investigations, the study follows an abductive approach. Since the
study’s environment is very complex and includes many social actors that have an influence
on the CSFs to be studied, the research will be conducted as a multimethod qualitative
study.

To ensure in-depth insights, an embedded single case study strategy will be adopted. The
study will have an illustrative and exploratory nature. The interviews will be relatively

unstructured to ensure flexibility.

In this study, the role of the researcher is crucial (Ryan et al, 2002). In order to obtain the role
of a participant (Ryan et al, 2002), the researcher has chosen his place of employment for
his study. A longitudinal research will be adopted as the researcher has been with the
company to be studied for many years. He has observed social actors and phenomena
within the organisation for a long time. A longitudinal approach will also allow him to study
certain changes and developments within and around the study’s topic.

96



In order to design a meaningful case study, Yin (2014) provides five important components —
study questions, study propositions, unit of analysis, linking data to propositions, and criteria
for interpreting a case study’s findings — that are taken into account in this research.

There are three sources of data in this study: semi-structured expert interviews, analysis of
commercial documents and process/meeting observations. The whole research design is
shaped after the recommendations by Miles et al (2014) related to qualitative research.

Figure 14 illustrates the entire research design.

» Social constructionism: the researcher shares the ontological position that social actors have an influence on social phenomena, The focusin thi;
study is on a research among peaple. As social actors play an important role in this study, from the axiological perspective, a socially-constructed
interpretivism research philosophy is constructive, Especially social constructionism indicates that meanings are dependent on human cognition,
namely people's interpretation of the events that occur around them.

Research

hilosoph
philosophy V.

"‘

+ Abduction includes a reasoning process for providing hypotheses that explain given facts. Within an abductiveresearch approach, data collection
isused to explore aphenomenon, identify themes and patterns, locatethese in a conceptual framework and test this through subsequent data
collection and so forth to generate theory or modify existing theory. Literature describes abduction rather as a critical thinking than a symbolic

Research ; geivebic 2
approdch logic, which fits to CSFs to be studied. )

N\

+Multimethod qualitative study: since the study’s environment is very complexincluding many social actors having an influenceon the CSFs to be
studied, this research willbe conducted as a multimethod qualitativestudy.

Methodological
cholce y
!
+Single case study: research depth s crucial; embedded strategy; illustrative and exploratory nature; triangulation to ensure reliabilty,
replicability, and validity of the findings; role of the researcheris crucial; studied organisation = company where the researcher is employed.
Researchstrateg
J
B
» Longitudinal study: researcher is participant of the company to be studied for many years - and thus having observed social actors and
phenomenawithin the organisation foralong time—and in order to study certain changes and developments within and around the study's
topic.
J
2
+ Analysis of commercial documents: operating results of all branches from 2009 to 2017
#Process and meeting observation: within head-office; between branches and head-office; between branches and clients
L TETIER » Semi-structured expert interviews: organisation's managing directors and branch managers
procedures y

Figure 14: Research design (own figure).
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Figure 15 illustrates the components of the data analysis process within the intended single
case study as an interactive model. In addition, bias minimising (Section 3.7.3.3) as well as
ethical considerations (Section 3.7.3.4) have an impact on the data analysis.

Data display

“A display is an organised, compressed
Data CO"ECtion assembly of information that allows
T e T conclusions drawing and action.”
* Tables
* Graphs
* Summaries
» Coding
* (Clustering

1.  Analysis of commercial documents
2 Process/meeting observation
3. Semi-structured expert interviews

Conclusions

Data condensation drawing/verifying

Writing summaries/analytic memos *  Triangulation
Coding *  Rival positions
Developing themes Patterns

generating categories *  Explanations
Causal flows

Propositions

Figure 15: Data analysis (own figure, based on Miles et al, 2014).

3.9 Reflections: Ethics in professional life

As this study is a qualitative research, which usually emphasises words rather than
quantification in the collection and analysis of data (Bryman et al, 2011), some reflections
about the study’s methodology design and its consequences on the author’s personal
development are made here.

The development of the best underlying research philosophy, based on the identification of
the author’s paradigms, has led to new perceptions, the author represents related to many
everyday phenomena. The researcher has realised that ontological (“What is the nature of
reality?”), epistemological (“What is considered acceptable knowledge?”), and axiological
(“What is the role of values?”) considerations can develop a researcher’s character and
shape his or her view on business and life in general. The question “Who has actually impact
on a certain phenomenon?” or even “Is there anybody having an impact on a certain

phenomenon at all?” can guide a human being in private life or as a manager in work life on
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the right result-oriented path. Sometimes, in work life, there are certain phenomena that no
employee is responsible for. The reasons for those phenomena need to be searched in the
environment, but not in the individuals. The author has observed that numerous, often older,
managers are not reflective with regard to these questions. If certain issues occur, these
types of managers always seek a culprit, even though there actually might be no one to
blame. These managers follow the maxim “If there is no culprit, the problem is not solved
yet.” Usually, those managers have problems when tasked with finding sustained solutions
for present challenges. Thanks to his considerations in the process of this study and their
impact on his mindset, the author will now try his best to always think in a result-oriented

manner.

In addition, the author sees parallels between a trustworthy data analysis that ensures
validity and reliability on the one hand, and a reliable decision-making process of a manager
on the other. Research tools like the use of multiple sources of evidence, logic models and
addressing rival positions can support a manager in developing a clear view on a certain
issue and based on that to acquire a good basis for his decision-making. The author will
integrate these tools into his daily work life to become a better manager.

Familiarising with the required research skills concerning the expert interviews and his
participant role has also helped the author with regard to his relationships in work life. The
author has learned that developing good relationships with people such as colleagues,
inferiors, clients, suppliers and sub-contractors, requires various skills: being a good listener,

communicating at eye level, asking clear questions and providing clear answers.

The required ethical considerations have also impressed the researcher. Not only a
researcher but rather every manager should be aware of his obligation to protect those who
work in his/her area of responsibility from any kind of harm. Especially the non-physical types
of harm should be taken into account by all managers. If this is not the case, particularly over
a longer period of time, inferiors and other colleagues could be harmed. Nowadays,
managers should have an awareness of this and no person should be harmed in their work
environment any more. The author will apply the ethical guidelines he developed for this
study to his daily work life.
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4 Case study research

4.1 Environment

4.1.1 Introduction
This chapter introduces the environment of this research study. The studied organisation
including its history, different business operations, business environment, as well as internal

organisation is presented in detail.

4.1.2 History
At the beginning, the organisation to be studied here, which was founded in the early 20"
century, was mainly active in the fields of industrial insulation works (heat, cold, and sound
insulations) for power stations and chemical parks. The reason why the company was
founded in a rural environment was that a large power station boiler manufacturer was also
based in this region. Due to the proximity, the two companies established an excellent
business relationship and workers of both companies would travel together throughout
Europe to insulate the power station boilers including pipings surrounding the boilers
(personal appointment with company owner on 3" August 2017). The company also profited
from a large city like Cologne — with its chemical parks — in close proximity. As business was
running so well, the company was able to branch out and even take over competitors after a
few years. The new branches lead to a higher annual turnover in the 1970s. Shortly before
that, “interior works”, which today is the largest of the organisation’s four divisions, was
added to the portfolio. In 1998, the company added “structural fire protection” to its growing
range of products and services. Today, the organisation comprises 20 branches with 900
employees spread all over Germany. The annual turnover is approximately 130 million €.

The company is still 100% family-owned.

4.1.3 Business operations
The organisation to be studied comprises four divisions: interior works, industrial insulation,
structural fire protection, and services/metal construction (see Figure 16). For each division,
there is a separate subsidiary company under the parent company. In each branch, there are
between one and three separate specialist departments. Each department within a branch is
run by a BM (personal appointment with company owner on 3rd August 2017). More detailed

information is given in Section 4.1.5.
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services 3%
structural fire protection 7%

industrial insulation 44%

-
b

interior works 46%

Figure 16: Breakdown of organisation’s annual turnover (own figure).

The target customers of the interior works division are architects, public clients, industrial
clients and private property developers. Sizes of orders vary from less than 10,000 € up to
more than 5 million €. There are only very few long-term contracts with customers, which is
why almost all contracts need to be acquired individually. That means each project requires
an individual tender including an individual quotation and an individual risk assessment (e.g.
“Is the customer solvent?”, “Is there sufficient man power to keep the proposed schedule?”,
or “Are there any factors within this project that could lead to higher assembly costs than
usual?”). Still, there are also customers who commission the studied company on a regular
basis. The assembly work is conducted with own assembly personnel and subcontractors.
Approximately 90% of the assembly work is outsourced to subcontractors. The company
strongly depends on well qualified subcontractors who have skilled assembly workers
available. Usual profit margins (turnover minus production costs) vary from 20 to 30%,
depending on the sizes of contracts and the current market situation. After deduction of the
fixed costs within branches and administration departments in the head office, the usual
operational profit in this division is approximately 5%, depending on the current market
situation (personal appointment with company owner on 3 August 2017). Picture 1
illustrates typical interior works: a high-quality sales area in a car dealership with high-quality
ceilings, drywalls and high-quality floor covering.
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Picture 1: High-quality sales area in a car dealership.

The division industrial insulation attracts another kind of customers. Power stations, chemical
parks, industrial boiler manufacturers, waste-to-energy facilities, car manufacturers, and food
industry are among those who might be interested in the service of this division. Sizes of
orders vary from less than 10,000 € up to more than 5 million €. More than 50% of the annual
turnover in this division comes from long-term contracts with regular customers. That means
that only half of the annual turnover requires individual tendering (personal appointment with
company owner on 3™ August 2017).

Picture 2: Insulated piping in a plant.

Besides piping including valves - as seen in picture 2 - insulations for industrial boilers, ducts,
vessels, road tankers, turbines are typical for works carried out in this division. As in the
division interior works, most of the assembly work — approximately two-thirds — is outsourced
to subcontractors. Usual profit margins (turnover minus production costs) vary from 10 to

25%, depending on the sizes of contracts and the current market situation. However, the
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average size of a contract is higher than in the interior works division. After deduction of fixed
costs in branches and administration departments in the head office, the usual operational
profit is approximately 5% in this division, depending on the current market situation
(personal appointment with company owner on 3" August 2017).

The structural fire protection division has similar target customers as the interior works
division. Order sizes may vary from less than 5,000 € up to a maximum of 1.5 million €.
There are only very few long-term contracts with customers. Nearly every contract needs to
be acquired individually. In addition to that, the average contract size is lower than in interior
works. The assembly work is conducted with own assembly personnel and subcontractors.
Approximately two thirds are outsourced to subcontractors (personal appointment with
company owner on 3rd August 2017).

Picture 3: Cable bulkhead through a wall.

Due to the lower average size of contracts, the profit margins (turnover minus production
costs) are higher and vary from 20 to 40%, depending on the sizes of contracts and the
current market situation. After deduction of fixed costs within branches and administration
departments in the head office, the usual operational profit in this division is approximately
5%, depending on the current market situation (personal appointment with company owner
on 3rd August 2017). Picture 3 illustrates typical structural fire protection works: a cable
bulkhead through an indoor wall, preventing a fire from spreading from one fire compartment
to another within a building.
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Services / metal construction is the fourth and smallest division. This division combines the
target customers of the three other divisions. Public clients, industrial clients, private property
developers, power stations, chemical parks, industrial boiler manufacturers, waste-to-energy
facilities, car manufacturers, food industry, private homeowners, and all other types of
industry are potential clients.

Picture 4: Floor cleaning.

Sizes of orders vary from less than 1,000 € up to more than 1 million €. The company’s aim
is to build up a good mixture of projects and long-term contracts. Almost all works are
conducted with company personnel. Usual profit margins (turnover minus production costs)
vary from 20 to 50%, depending on the sizes of contracts and the current market situation.
After deduction of the fixed costs within branches and administration departments in the
head office, a usual operational profit is approximately 10% in this division depending on the
current market situation (personal appointment with company owner on 3rd August 2017).
Picture 4 illustrates a typical service job. Apart from floor cleaning, industrial cleaning, facade
cleaning, window cleaning, care of outdoor facilities, courier logistics, caretaker services,
event protection, road cleaning, filter cleaning, cleaning of construction sites, and security
services are also part of the portfolio of this division. Furthermore, it also offers metal
construction works (e.g. balustrades, winter gardens, doors) (personal appointment with
company owner on 3rd August 2017).

All four divisions are instructed by the top management to support each other in building up

customer relations (personal appointment with company owner on 3rd August 2017).
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One fact that all divisions have to deal with is that the market is extremely competitive with a
few major players (incl. the studied organisation) and a large base of smaller competitors.

4.1.4 Business environment

Competitors of the interior works division can be small companies with just one or two
employees or large enterprises with a staff of several thousand employees and branches
spread over the whole of Europe. These circumstances sometimes lead to a tough price
competition among competitors. Especially small companies, due to their low overhead
costs, are able to offer extremely low prices (personal appointment with company owner on
3rd August 2017).

The competition in the industrial insulation division is more structured. Apart from the
organisation to be studied, there are approximately ten other industrial insulation companies
in Germany that are able to work for major customers like power stations and chemical
parks. This is why the company is always faced with the same competitors (personal
appointment with company owner on 3rd August 2017).

The structural fire protection market is comparable to the interior works market. There are
many small companies with no more than one or two employees and a few larger companies

competing for the jobs (personal appointment with company owner on 3rd August 2017).

On the metal construction market, however, there are all types of competitors. Small one-
person-companies and large enterprises with several billion Euros of annual turnover are

competing (personal appointment with company owner on 3rd August 2017).

In all four divisions of the organisation, customers tend to see contractors as replaceable.
This way of thinking fuels a price competition instead of a quality competition among
competitors (Lunz, zdb.de, 08/09/2017). The tough circumstances in the different markets, in
which the organisation runs its business, do not leave much room for mistakes in the sales
process or the execution of the construction work (personal appointment with company
owner on 3rd August 2017). This quote of the organisation owner sums up the market
situation appropriately: “In most cases, a buffer in the operational profit margin simply does
not exist. This is why homemade mistakes are forbidden.”

4.1.5 Organisation

The organisation comprises four subsidiary companies. These subsidiary companies in turn
comprise 20 branches throughout Germany. The parent company of the organisation is a
pure holding company that is responsible for all administrative work. The company head
quarters are located in one office, this company does not run profit centres. Apart from all
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administrative departments, the company owner’s offices are located there. The company
owner is also CEO of the parent company.

Interior works Industrial insulation Structural fire Services
e

Figure 17: Organisation’s structure (own figure).

Underneath the parent company, there are four operational companies according to the four
divisions of the organisation. All sales activities and execution of construction work are
conducted in these four subsidiary companies. Each subsidiary company comprises several
branches, lead by a BM, who is located in the branch.

The internal organisation of head office and branches is presented in detail in sections
4.1.5.1 and 4.1.5.2.

4.1.5.1 Head office

In the head office, which is led by the CEO of the holding company, all administrative
departments are located as illustrated in Figure 18 (personal appointment with company
owner on 3rd August 2017, observation by the author).

Marketing

Invoicing

| | | =
Human resources Quality

Central development management
{ |

buying

Legal
department

Financial
accounting

Wage Information
accounting system

Figure 18: Organisation’s head office (own figure).

The detailed responsibilities of the administration departments are as follows:

The financial accounting department is responsible for the booking of incoming invoices on
the right cost unit. In addition, incoming payments are booked here and outgoing payments
are prepared for the final approval by the top management. Furthermore, all payments
between authorities and the company are handled. Another task is the preparation of the

annual financial statements of the parent company and all subsidiary companies. The
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department has eight employees, including a trainee (personal appointment with company
owner on 3rd August 2017, observation by the author).

The invoicing department is responsible for the preparation of all outgoing invoices based on
the information coming from the branches as well as the generation of the open item list for
each branch. This department has four employees, including a trainee (personal appointment
with company owner on 3rd August 2017, observation by the author).

The central buying department is responsible for the procurement and the delivery of all
materials. Deliveries are made directly to the individual construction sites. Eight employees,
including a trainee, work in this department (personal appointment with company owner on

3rd August 2017, observation by the author).

The legal department advises the branches in all legal issues (e.g. company rights and
obligations in contracts with customers). In addition, all major contracts are checked here
before signing. Furthermore, labour law issues are dealt with and all employment contracts
are drafted. This department has six employees including three lawyers and a trainee
(personal appointment with company owner on 3rd August 2017, observation by the author).

In the wage accounting department, all wages of the assembly personnel that works directly
for the company are booked. Moreover, this department is responsible for ensuring that all
taxes and health insurance payments are paid in time. Four employees including one trainee
work in this department (personal appointment with company owner on 3rd August 2017,
observation by the author).

The information systems department is responsible for ensuring save running of the
necessary hardware (e.g. personal computers) in all branches and the head office. The
internal server farm is maintained by this department and all employees can contact this
department if they have questions or problems with IT. This department has four employees
including a trainee (personal appointment with company owner on 3rd August 2017,
observation by the author).

In the marketing department, all advertising brochures and internet ads are developed. In
addition, the department searches the websites of all potential target customers for future
construction projects. If they find one, they inform the responsible branch. This department
has four employees including a trainee (personal appointment with company owner on 3rd
August 2017, observation by the author).

The human resources development department is responsible for acquiring new young
employees (e.g. trainees for assembly jobs). Therefore, employees from this department

regularly visit graduate fairs to get in touch with young women and men who have recently
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finished school. This department has one employee (personal appointment with company
owner on 3rd August 2017, observation by the author).

Quality management ensures compliance with occupational safety regulations on
construction sites. Therefore, this department visits new construction sites to discuss best
occupational safety solutions with the personnel on site. One employee works for this
department (personal appointment with company owner on 3rd August 2017, observation by
the author).

The top management, which is also located in the head office, comprises three MDs. It
primarily supports and monitors the activities of the BMs (explained in detail in section
4.1.5.2.1). The three MDs have the following responsibilities (personal appointment with
company owner on 3rd August 2017, observation by the author):

e one MD (and company owner in one person) for the administration (parent company),
e one MD for interior works and structural fire protection, as well as
e one MD for industrial insulation.

The two MDs of the subsidiary companies report to the company owner.

4.1.5.2 Branches

The organisation to be studied runs 20 branches in Germany and one in Poland. Each
branch is a separate profit centre (personal appointment with company owner on 3rd August
2017, observation by the author). In this study, the author will be focussing on the activities of
the company in Germany alone. Figure 19 shows the subsidiary companies of the

organisation and its German branches.

Parentcompany
(administration)
I
Interior works Industrial insulation Structur.al fire Services
protection
9 branches 7 branches 3 branches 1 branch

Figure 19: Organisation’s subsidiary companies and branches (own figure).
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In the branches, there are four different types of job apart from the assembly personnel: BM,
PM, commercial staff, and CM (personal appointment with company owner on 3rd August
2017, observation by the author). These four jobs are described in detail in sections 4.1.5.2.1
to 4.1.5.2.4.

A regular team within a branch comprises a BM, 1-4 PMs, 1-6 CMs, and one commercial
member of staff (personal appointment with company owner on 3rd August 2017,
observation by the author). Figure 20 shows the typical organisation of a branch.

Branch manager ‘

Commercial

member of staff

Project manager 1 Project manager 2 ‘ Project manager 3 |
Construction Construction Construction
manager 1 {on site) | manager 2 {on site) manager 3 {on site) |

Internal and external assembly staff (on site)

Figure 20: Common organisation of a branch (own figure).

4.1.5.2.1 BMs

The BM is responsible for the acquisition of new customers and the development
respectively the support of regular customers. He collects customer (e.g. potentials) and
object data (e.g. economic situation of a single construction site) and reports to the
responsible MD. Furthermore, he is responsible for the price calculations (personal
appointment with company owner and MDs on 7th November 2017, observation by the

author).

His tasks also include the creation of market data (e.g. to identify architects, planners,
industrial customers, and investors; to obtain information regarding competition and price
situation; to investigate, recognise, and take advantage of existing market potential).
Furthermore, the BM ensures the bidding on schedule as well as the tracking of placed

offers. He is responsible for the conduct and documentation of contract negotiations (price,
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terms of payment, schedule, warranties), and the monitoring of customer creditworthiness
with informational obligation to the responsible MD. Furthermore, he controls the costs and
results of each construction site within his area of responsibility. He is responsible for the
economic result of his branch. In addition, he is responsible for tasks related to the branch’s
employees, as the identification and extension (e.g. application of further education and
advanced training) of existing potential within his staff. He is located at the branch and
reports to the responsible MD (personal appointment with company owner and MDs on 7th
November 2017, observation by the author).

4.1.5.2.2 PMs
The PM is responsible for the assembly personnel, material, and equipment disposition as
well as subcontractor management (external assembly personal) and for the technically and
economically successful completion of projects (construction sites) as part of his sub-budget
within a branch. He advises customers and their representatives in all phases of the projects.
This includes coordination of framework conditions, such as: schedule, terms of payment,
type and quantity of scope of work, warranties, and fulfilment of all obligations arising from
the particular contract. Furthermore, he ensures compliance with all relevant standards, laws,
directives, and regulations within his projects. He is responsible for the prompt invoicing of
executed works to avoid high pre-financing, the monitoring of incoming payments, and the
management of project-related correspondence. His responsibilities include permanent
project-related economic reports to the responsible BM. The PM is located in the branch and
reports to the responsible BM (personal appointment with company owner and MDs on 7th
November 2017, observation by the author). The job is similar to the job of a CM with the
exception that a PM is responsible for several construction sites.

4.1.5.2.3 Commercial personnel

The commercial personnel edits the incoming and outgoing invoices and conducts the
associated controls (e.g. to check the terms of payment, to request guarantees, and create
credits). Furthermore, the commercial personnel edit dunning lists with attention to the
associated open item lists. In the event of non-payment or due dates of outgoing invoices,
the commercial personnel get in contact with the particular customer. In addition, the daily
guidance of the cost centre list, the registration of new orders to the head office, and the
entire mail processing are part of the commercial personnel’s duties. The commercial staff
member is located in the branch and reports to the responsible BM (personal appointment

with company owner and MDs on 7th November 2017, observation by the author).
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4.1.5.2.4 CMs
The construction manager [hereafter: CM] is responsible for assembly personnel, material,
and equipment disposition as well as subcontractor management (external assembly
personal) on a particular construction site. Furthermore, he ensures a successful cooperation
with other project participants (e.g. customer, planners, and other contractors) to complete
the particular project according to budget and schedule. In addition, he is responsible for the
compliance with occupational safety and timely involvement of supporting staff (e.g. the
responsible PM). The CM is usually located on a particular construction site and reports to
the responsible PM (personal appointment with company owner and MDs on 7" November

2017, observation by the author).

Below the CMs there is the internal or external (subcontractors) assembly personnel, which
is located on a particular construction site (personal appointment with company owner and
MDs on 7th November 2017, observation by the author).

The job of the CM is similar to the job of a PM. Therefore, many PMs started their career as
CMs before being promoted.

4.2 Overview of the conducted fieldwork

A total of 20 interviews were conducted between February 2nd, 2018 and March 9th, 2018.
Out of these 20 interviewees, 17 had an operational/tactical background (BMs) and three a
strategic background (MDs/QM). With one exception, all interviewed experts have at least 20
years of experience, most more than 30 years, one more than 40 years. All experts began
their career on a lower managerial level (e.g. CM or PM), which resulted in a detailed
knowledge of the entire business. All experts had come from different regions in Germany
(Hamburg, Berlin, Hannover, Disseldorf, Cologne, Gummersbach, Pulheim, Ludwigshafen,
Mannheim, Stuttgart, and Munich) and obtained leading positions in the studied organisation.

All interviews were conducted in one-to-one personal settings. Except for the three interviews
with the strategic experts, all interviews were recorded. Handwritten notes were taken during
all 20 interviews. The average net duration (excluding interview preparation and review) of
the interviews was approx. 95 minutes. An overview of the expert interviewees can be found
in table 10. The key points mentioned by the interviewees are summarized and displayed in
Appendices 12-15.

Furthermore, available commercial documents (mainly the annual branch results) were

analysed and used for this single case study.

In addition to the interviews and commercial documents analysis, findings from the

process/meeting observations were included. These observations were conducted in several
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branches and in the head office between 2009 and 2018. Many BMs, PMs, CMs, and MDs
were observed by the researcher in their everyday work during that period of time.

After having presented the findings of the empirical work, the author describes the limitations
of this study and gives an outlook including recommendations for possible future research. At
the end, the researcher provides his reflections related to the single case study conduct and
its impact on his personal development.

43  Company goals

On December 26th, 2017, the researcher had an appointment with the company owner in
order to hear about the company goals. These goals are crucial for the research study, as
the managers’ (MDs, BMs, PMs, and CMs) goals as well as their CSFs depend on and
underlie the company goals.

The following company goals, divided into short-, medium-, and long-term goals, have been
mentioned by the company owner:

Short-term company goals:

e to achieve the intended annual turnover, margin, and operational result
e to open a new branch building in Munich in time (company-specific)

Medium-term company goals:

e to improve the liquidity position
e to increase the annual operational results

Long-term company goals:

e to develop successors for BMs, PMs, and CMs

4.4 BMs goals

In the expert interviews with the BMs of the organisation, the managers’ goals were identified
(Appendix 12). The goals that were mentioned most often (> 5 entries) were:

Short-term manager goals:

e toreach target sales (17 of 17 BMs)
e to reach target profit (17 of 17 BMs)

Medium-term manager goals:
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e to avoid staff turnover (12 of 17 BMs)
e toinitiate a regeneration of staff (9 of 17 BMs)

o to keep up the employee motivation (7 of 17 BMs)

45  CSFs within decentralised construction companies

4.5.1 Introduction
This section illustrates the results related to the first research question: What are the CSFs in

decentralised construction companies?

In order to present comprehensible and meaningful findings, the CSFs that could be
identified were clustered depending on the time required to achieve sustainable
improvements in the particular area into short-term success factors (SSFs) and medium-
/long-term success factors (MSFs). The determination, if a certain CSF belongs to short- or
medium-/long-term CSFs is based on the researcher’s knowledge and experience within the

studied context.

The order of the numbers within the abbreviations has no meaning for the study. They
indicate the order in which the respective CSFs were identified during the data analysis

process.

In addition, the identified CSFs (a total of 36 short-term CSFs and 25 medium-/long-term
CSFs) underlying the managers’ goals were clustered into customer-related, construction
management-related, staff-related, as well as decentralised organisation-related. The four
categories were developed by the author during the analysis of the expert interviews’
outcomes, as it became explicit that all CSFs that were identified could be assigned to at
least one of these four categories. A fifth category, the external CSFs, is not dealt with in this
section as the organisation managers do not have influence on this type of CSFs. The major
data source related to the first research question is the expert interviews conduct on BMs
level, but CSFs could also be observed in the process/meeting observations or generated
through the analysis of the commercial documents.

During the conduct of the empirical fieldwork it became clear that BMs mainly work
tactical/operational, thus focussing on tactical/operational goals. Therefore, a traditional
differentiation in short-, medium-, and long-term CSFs is not useful here. That is why the
identified CSFs were clustered into short-term and medium-/long-term.

The following short-term CSFs could be identified (sorted in descending order by frequency):
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1. SSF-09 to develop partnerships with subcontractors

2. SSF-04 market-driven (and customer-driven) price calculations
3. SSF-05 continuous incoming orders

4. SSF-01 permanent sales activity

5. SSF-03 to ensure professional handling of first order (new customer)
6. SSF-32 head office's behaviour towards subcontractors

7. SSF-13 timely billing

8. SSF-21 employees’ health

9. SSF-02 permanent contact person for regular customers

10. SSF-06 to recognise addendum potential at an early stage

11. SSF-07 to realise addendums

12. SSF-19 balanced order structure

13. SSF-33 head office’s support on new topics

14. SSF-24 honest internal communication / flow of information

15. SSF-20 right construction site / customer to tight PM

16. SSF-08 to develop a good reputation

17. SSF-16 to observe new customers closely

18. SSF-23 to respond on employees' private needs / support of family and partner
19. SSF-30 to develop new regular customers

20. SSF-14 good interaction between BM and commercial personnel
21. SSF-15 to negotiate advance payments

22. SSF-12 fair distribution of sites on PMs
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23. SSF-22 to pass risks from customer contract to subcontractors
24. SSF-25 no routine related to work safety

25. SSF-26 to comply with specifications related to work safety
26. SSF-27 to generate new customers

27. SSF-29 no offer, if customer has unrealistic prise expectations
28. SSF-34 further training for CMs, PMs, commercial staff, BMs
29. SSF-36 quick decisions despite decentralised organisation
30. SSF-10 to test new subcontractors on small sites first

31. SSF-11 to order all material directly on site

32. SSF-17 to work only with written order

33. SSF-18 customer acceptance asap

34. SSF-28 to conduct risk assessments on sites

35. SSF-31 to avoid lawsuits with customers

36. SSF-35 time of the year / weather

Table 11: Short-term CSFs (own table).

The following medium-/long-term CSFs could be identified (sorted in descending order by

frequency):

1. MSF-01 bonuses for PMs and CMs

2. MSF-05 to offer perspectives to employees

3. MSF-11 internal feedback culture

4, MSF-08 team spirit / working atmosphere

5. MSF-12 internal transparency / clearly formulated and com. competences
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6. MSF-13 adequate working hours / working environment

7. MSF-17 identification with employer

8. MSF-02 to train apprentices

9. MSF-04 regular training of PMs and CMs (technical, legal)

10. MSF-03 adequate number of own construction workers

11. MSF-06 to demand and promote responsible work

12. MSF-07 trust relationship between branches and head office

13. MSF-15 to recruit young employees

14. MSF-21 well trained staff (PMs, CMs)

15. MSF-24 to develop personal relationships to (regular) customers
16. MSF-16 to recruit new employees (PMs and CMs)

17. MSF-22 supraregional cooperation between branches

18. MSF-10 to develop regular customers from new customers

19. MSF-20 to comply with internal specifications (management system)
20. MSF-09 trust relationship to other BMs

21. MSF-14 IT infrastructure (due to decentralised organisation)

22. MSF-18 to optimise processes between branches and head office
23. MSF-19 to optimise commercial skills of PMs

24. MSF-23 reasonable fixed costs in the head office

25. MSF-25 general economic situation

Table 12: Medium-/long-term CSFs (own table).

Due to the large amount of generated data, a selection of CSFs will be explained in detail in

this section. The complete lists of all CSFs identified in this context are attached to the thesis
(Appendices 13, 14, and 16-20).
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4.5.2 Customer-related CSFs
In the conducted expert interviews, eleven short-term (SSFs) and two medium-/long-term
(MSFs) customer-related CSFs were identified (Appendix 16). Figure 21 illustrates the Top 5

(according to entries by participants) customer-related CSFs.
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Figure 21: Top 5 customer-related CSFs (own figure).
Market- and customer-driven price calculations

Among the identified customer-related CSFs, according to numerous participants, market-
and customer-driven price calculations play an important role. Several interviewees
emphasised that in the construction industry, unlike in other industries, every quote - no
matter which size - has to be calculated individually as the environmental factors affecting

the particular cost situation differ from site to site.

According to interviewee B3, “market-driven price calculations are critical, as they ensure a
certain price range - not too cheap, not too expensive. It is very easy to generate orders, if
we offer much too cheaply. Indeed, this approach would lead to a full order book, but also to
a commercial loss, as the existing fixed costs could not be covered anymore. The other way
round, too high prices would lead to an empty order book and therefore to a commercial
loss.” Thus, market-driven price calculations prevent construction companies from leaving

the mentioned price range including the negative consequences for the company’s earnings.

A good indicator for a BM to check if his price calculations are within this range, according to
many experts, is the hit rate of the calculated quotes. The common hit rate in the
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construction industry is 10%, which means that a BM usually has to calculate quotes with a
value of 50 million € per business year, if he has a target sales figure of 5 million €. If the hit
rate is higher than 10%, the BM’s price calculations are probably too low; if the hit rate is

lower than 10%, the BM should raise the calculated prices.

A market-driven price calculation depends on several factors. The most important one
according to interviewees is the general order situation in the construction industry.
Participant C3 mentioned: “It is like in every other industry: if competitors have full order
books, prices usually go up. If they are empty, it is the other way round.” The current
government efforts to end the housing shortage in Germany are an example for a period of
time in which most construction companies have good order situations and construction

prices are relatively high.

In addition, participant B4 mentioned the general situation of the world economy: “As the
customers of large construction companies are often globally active enterprises with
worldwide networking and dependencies, issues in other parts of the world can lead to shifts
or even cancellations of intended construction projects in Germany.” Such a case could be
observed within the studied company in 2017. A car manufacturer that belonged to a large
American group had financial problems. It became known that the car manufacturer should
be sold to a French group. In this context, almost all construction projects in the car
manufacturer’s plants were stopped or at least shifted to a period after the merger with the
French group.

Furthermore, interviewee B1 stated: “Season is also a crucial issue for the current market
price. Each year before the winter begins, we can see that construction companies try to fill
their order books in order to ensure jobs during the wintertime. Therefore, especially in this
time of the year, the prices are relatively low.” This explanation fits the researcher’s analysis
of the internal order announcements that the branches send to the head office in the course
of each order. Especially before the wintertime, incoming orders have lower margins than in
other times of the year. In the springtime the situation is as follows: construction companies
know that the customers’ construction activities usually focus on summertime, as conditions
like weather and temperature are optimal in this time of the year. Everyone knows that the
demand for construction works will rise sharply. The only question is when exactly. In this
context, interviewee B1 mentioned: “As a BM you always have the choice in those times: you
can offer lower prices to get orders soon or you wait for a higher demand for construction
works and therefore for higher market prices. Nobody knows the correct decision exactly. It is
important to give thoughts and try to estimate the current market situation including the
situation of major competitors as accurately as possible and adapt the calculated prices
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appropriately.” Many participants agree that as BMs, they should always act calmly. There is

no reason to generally turn away from the market-driven price calculation idea.

Participant A7 mentioned that even if an order goes to a competitor, the approach of a
market-driven calculation is not generally invalid. “In that case, it is crucial to ask the
customer for the reasons. Sometimes it is possible to get important information - for instance
related to a certain unit price - and to modify the next price calculation accordingly.”

In addition to the market-driven price calculation, participant A8 stated, among other things,
that the customer-driven price calculation is as an important CSF: “Customer-driven price
calculations are crucial in order to maximise the company profits. It is the BM’'s job to
estimate the customer’s added value arising from the construction works currently requested
and therefore the customer’s willingness to pay.” Interviewee B6 added that “A customer-
driven price calculation depends on many factors and is individual from customer to
customer and from site to site. We had a customer that runs paper mills throughout Europe.
We had the order to insulate the pipings and ducts of a newly built paper mill. Shortly before
the end of the construction phase the customer contacted us, because they had forgotten to
assign an insulation company with the noise insulation of a sewage treatment plant
connected to the new paper mill. It was well known that the entire paper mill could not go into
operation without a noise insulated sewage treatment plant. It was estimated that the total
investment for the paper mill was about 250 million €. A regular market-driven price for the
insulation of the sewage treatment plant was approx. 20,000 €. As we knew exactly that
there were no other insulation companies available, we offered a little higher in order to
maximise our profits.” This example illustrates the importance of a customer-driven price

calculation and the resulting opportunities to improve the profits enormously.

According to participant A8, the most common factors affecting a customer-driven price
calculation are shortages like deadline situations on sites, situations in which no competitor is
available due to a very good general order situation in the construction industry, and sites
that are so well-known by the own construction workers that no other construction company
is able to conduct the works instead. The last factor often plays an important role with jobs
involving power plants or chemical parks, where a high degree of local knowledge - e.g. with
regard to work safety specifications - is necessary.

Interviewee A1 stated that, in order to avoid miscalculations, “each employee who is
responsible for price calculations, should ask himself plausibility questions and conduct
plausibility calculations when a price calculation is finalised. He should also ask a colleague
from the same branch, e.g. an experienced PM, to crosscheck the entire price calculation.
There are only few mistakes that can become as expensive as a miscalculation.”
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Participant C1 summed up: “At the beginning of each price calculation, the responsible BM
should always think about the factors affecting the current market price and the individual
price with regard to the particular customer. Thereby, managers can avoid unnecessary low
quotation prices and improve their earnings.”

Continuing incoming orders and balanced order structure

The continuing income of orders is another identified CSF related to customer relations and
marks a direct consequence of the price calculation process described before.

According to participant A1, a continuous flow of orders is crucial for a branch, as it ensures
a constant workload for the PMs, CMs, and therefore workers on sites. He continued: “Only a
constant workload guarantees an optimal use of the existing resources and therefore highest
possible margins. If there are several weeks or even months with a low workload, the
existing fixed costs might not be covered by the operational margins generated on sites
anymore. In addition, it can happen that workers have to stay at home due to the temporary
weak order situation.” In the studied organisation, this could be observed between 2010 and
2012, when the general order situation in the German construction industry was weak. Many
companies, including the one studied here, were forced to officially register short-time work.
In this context, interviewee A4 mentions: “Each period of weak order flow means that the
resulting sales lag needs to be caught up with again before the particular business year
ends. This in turn means that there will have to be a period of time with exceptionally high
workloads. This is disadvantageous for the relative margins, as the existing resources - PMs,
CMs and workers - are consequently overstrained in those times.” In fact, PMs cannot take
proper care of their sites under these conditions. In this context, participant B2 delivered
practical examples: “Potential addendums are overlooked by PMs, billing is no longer timely,
and workers are not properly briefed, which will lead to technical mistakes. In addition, the
customer support also suffers from too heavy workloads, as PMs have to take care of five

sites or more at the same time.”

In addition to the participants’ statements, it could be observed that relative margins, once
declared in the internal order announcements during times of extremely heavy workload,
usually worsen. Participant C1 added that there are also situations, in which a sales lag
cannot be caught up with in the same business year. In those cases, low workloads lead to a
commercial loss, as the target sales figures and therefore target margin figures cannot be
reached. Interviewee A6 noted a further factor: “Usually, if there are several weeks without or
at least with a too low order income, concerns within the branch team will arise. In this case,
the colleagues know exactly that weak order income today means low workload tomorrow
and therefore a period of extremely heavy workload the day after tomorrow. Those concerns
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within the team usually lead to a lack of concentration, which, as a consequence, declines
earnings.” This illustrates that the psychological impact arising from a stagnant order flow on

the staff should not be underestimated.

Apart from the continuing order flow, the individual order sizes are also critical according to
numerous interviewees. Participant A5 mentioned that it is dangerous to rely on one large
order only. He continued: “At the very beginning of a site you can never know how the
conditions on site really are, how the customer acts when it comes to the acceptance of
legitimate addendums, invoice verification, and payments. Each new site is a little surprise in
itself at the beginning.” This is why relying on one large site can be dangerous: if the large
site is doing well, the entire branch is doing well. But if there are issues on the large site,
these issues will have an impact on the earnings of the entire branch.

In the studied company, several cases in which entire branches have generated commercial
losses due to particular sites could be observed: A large construction project in Hannover in
2015 let to a big commercial loss due to manpower issues. The responsible BM and the PMs
did not manage to generate a sufficient number of construction workers for the particular site.
The consequence were higher than calculated labour costs, a late completion, an expensive
contract penalty, lost reputation, and a lawsuit over several years. As the company had to
wait for the money, the site also caused interest payments to a credit institution. Another
example of the impact of a single site on an entire branch result is a site in Stuttgart in 2017.
Access to the site was so difficult that no lorry that transported materials could reach the site.
As nobody had taken this case into account in advance, the workers had to carry all the
materials from the lorries, that had to be parked at a distance of approx. 500 metres from the
site. The consequences were extremely high labour costs and a commercial loss for the
entire branch although all other sites of this branch were profitable in that business year. In
this context, interviewee C2 mentioned: “With regard to risk spreading, the approach of one
large order and only few smaller orders is not reasonable. Therefore, my team and | always
try to develop a balanced order structure consisting of few medium-sized orders to cover the
existing fixed costs and several smaller orders with relatively high margins in order to
maximise the profits.” This can also be verified with an analysis of the operating branch
results. Participant A7, who runs a commercially very successful branch, distributes his
average annual sales (2009-2017) of approx. 4.3 million € over approx. 250 sites per year.
This makes an average order value of only 17,000 €. All in all, the analysis of the commercial
documents illustrates that the smaller the site, the higher the margins.

On the other hand, there is also a danger of too many small sites at once. According to
interviewee A5, “A large number of small sites contains the risk of high transit times. If the

PMs, CMs, and workers only travel to or from the sites, a cost-efficient conduct of the
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construction works is not possible. In those cases, the intended margin cannot be reached.”
With regard to this, participant B4 added: “Very small sites make a CM impossible, as the
generated margin does not suffice to pay a CM. The problem here is that workers that are
not supervised by a CM on site usually work slower. This leads to higher labour costs than

calculated and therefore to lower margins.”
Permanent sales activity

The conduct of permanent sales activities was mentioned as crucial by various participants
during the expert interviews. Interviewee A3 explained: “In practice, permanent sales activity
means a regular screening of the branch region for possible new customers, planned
construction projects, possible investments from the regional industry in their buildings, and
wherever possible personal appointments with possible new or regular customers

reformulate their responsible representatives.”

Expert B7 stated: “The tasks related to sales activity are so important for the success of a
branch that we have implemented a central sales department in the head office in order to
relieve the BMs. In practice, BMs often have to deal with further tasks - issues on different
sites or issues with the staff - as well. The central sales department consists of three sales
employees. Each is responsible for firmly assigned branches.” It could be observed that the
central sales department is indeed a great support for the BMs. Websites of possible new
customers or construction-related online platforms are observed on a regular basis in order
to identify future construction projects. If a previously unknown construction project is
identified, it will be registered in a special internal database. All branches have access to the
database and therefore the important information automatically flows to the BMs. In addition,
the sales employees also try to organise personal appointments between possible customers
and the responsible BM.

The company top management is also aware of this topic, as it could be observed that sales
activities are a major issue in all BM meetings that usually take place twice a year. In these
meetings, all BMs, central sales employees and the responsible MD get together mainly in

order to figure out new ways to improve sales activities.

The idea behind the approach of permanent sales activity, according to participant A7, is to
generate alternatives for the existing customers. Interviewee B4 mentioned: “Every
customer, even long-term regular customers, can be lost for numerous reasons. If such a
case occurs, it is the BM'’s job to provide alternatives.” In the studied organisation, there were
various examples of customers who were lost. One example is the entire energy provider
industry with its challenges regarding the current energy transition and the arising costs. Due

to the energy transition, many fossil power plants will be closed sooner or later. Therefore,
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most energy providers will not invest their money in construction projects on their fossil
power plants anymore. With regard to this, participant B3 stated: “We have lost almost the
entire energy provider industry as customers from one day to the other. Until today we have
not been able to generate an adequate replacement.” Another example that could be
observed in this context is the departure of an entire site team including approx. ten own
workers and the CM. They were on site at a chemical park close to Hamburg in 2016 and
went over to a competitor. The customer’s representatives wanted to keep the former team
on their site and were not interested in a further business relationship with the studied
company. Thus, the contract between the customer and the studied organisation that had
been agreed upon several decades before was terminated. In this case, due to the prior
conduct of permanent sales activities, the responsible BM could close the arising gap within
a few months. New customers were acquired and the next business year was already more
profitable than the one before, even though this lost customer had been responsible for

about a quarter of annual sales.

Quite trivial circumstances can lead to the loss of a customer. It could be, for instance, a
retiring architect who had been working with the company for many years. Or as stated by
expert A6 “Some customers have longer periods of time without any construction activity. In
those phases, it is important not to lose touch with the customer or the responsible
representatives, because major competitors will try to butt in and build a connection of their
own with our customers and the most dangerous times for maneuvers like that are those
without construction activity. It is therefore crucial to maintain a good relationship with the

customers’ decision makers.”

With regard to permanent sales activity, interviewee A7 stated: “As a BM, you can never
have too many alternatives when it comes to customers. If customer demand should exceed
your available resources, you can ask another branch that has resources available for help
and you serve the more profitable customers first and in that way, improve your profits.” The
expert continued: ,Sufficient alternatives help to prevent periods of time with low workloads
and put a BM in the favourable position to not be dependent on every single order.
Furthermore, this approach leads to a sustainable improvement of the customer structure of
a branch. Complicated customers that are usually not so profitable can be sorted out this

way.

If a BM manages to generate a good amount of new customers, it is , according to expert A3,
also possible to enlarge that particular branch. The expert explains: “In this case it is crucial
to estimate whether the higher number of customers that was generated by increased sales
activities is temporary or lasting.” If the responsible BM comes to the conclusion that the

situation is only temporary, according to participant A3, the BM should ask for support in
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another branch in order to serve all customers. If he assumes that the higher demand will
last long-term, the branch can be enlarged through the acquisition of a further PM and/or
CMs.” In any case, it could be observed that permanent sales activities are the basis, on

which a BM can enlarge his/her branch reasonably.

In order to reach the favourable situation, in which a branch can almost choose their own
customers and/or can grow reasonably, all employees of a branch must work together
efficiently. For instance, if an employee randomly recognises a new construction site in the
branch region, it is important that he/she passes this information to the BM. Then, the BM is
able to identify the responsible investor of that site and to get in touch with him. The more
information reaches the BM, the better the chances are to build up alternatives with regard to
customer relations. All employees, even those who are not mainly responsible for sales,
have to keep sales tasks in mind. In this context, participant A3 mentioned: “On a site, our
workers, the subcontractor’s personnel and the responsible CM mark the first impression of
the company from the customer’s perspective, not the responsible BM in the branch or the
salesmen in the head office.” Therefore, it is crucial that the entire staff is able to think from
the customer’s perspective and act like salesmen if necessary.

Professional conduct of construction work

According to many experts, the professional conduct of construction work is critical,
especially during the first order of a newly acquired customer. This CSF is strongly
connected to the CSF identified as SSF-08 “development of a good reputation” in the market.
There are many factors that lead to a professional handling of an order. According to
interviewee A7, “a professional conduct of construction work means that we deliver high
quality with regard to valid technical norms and specifications, keep the customer’s schedule,
keep the construction site clean at all times, and, very important, we keep all promises that
we made in the construction meetings with the customer.” In this context, several participants
added that on sites, where several construction companies are present, there is mostly one
company that will be blamed for all issues by the customer or his representatives. Usually it
is the company, according to the experts, that did not manage to develop a good reputation
at the beginning of the project. Participant A8 kept it short: “Once to blame, always to blame.”
The other way round, according to expert A7, if a company was able to build a good
reputation on a site from the start, based on professional handling and demeanour, most
customers will behave fairly and benevolently towards the particular company as the project
progresses. In order to generate such a good reputation, it is crucial that the responsible PM
visits the site regularly. Otherwise, he cannot be informed sufficiently about all
circumstances. Another general rule is: only quote for construction projects that you are

completely familiar with when it comes to the technical background. In this context,
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interviewee A8 stated: “Never try to build something that you do not understand technology-

wise. It will always lead to issues.”

Several cases could be observed in the studied organisation that sustain the experts’
arguments. These cases usually ended in high costs, lawsuits, and commercial losses. In
2017, a large construction site in Stuttgart was not handled professionally. The responsible
BM had underestimated the required quality standards in his the price calculation and the
calculated prices ended up being too low to meet the customer’s quality expectations. What
happened next was that the company tried to hold the high technical standards with relatively
cheap workers from a subcontractor so that the once calculated margin could be upheld. In
the middle of the construction phase, however, the BM together with the responsible PM
realised that the technical specifications could not be met with the present workers. In the
middle of the construction phase, the entire assembly team on site had to be replaced by
another team of highly skilled and more expensive workers from a different subcontractor.
The late decision to commission another subcontractor led to high costs and problems
related to the schedule, because the new assembly team first had to tear off large parts of
the already installed walls and ceilings. In addition to the direct economic damage, the
customer relationship was damaged, as the customer did not understand why the required
specifications as well as the time schedule could not be upheld by the company.

A similar case could be observed in Stuttgart in 2018. Issues came up on a large
construction site due to wrong material orders. The responsible PM had ordered the wrong
kind of gypsum plasterboards for the walls to be built. The consequence, apart from schedule
issues and higher costs because all materials had to be ordered again, the company got a
bad reputation from the very beginning of the construction phase. After this incident, the
company was made responsible for almost every issue on site. It took several months and
numerous construction meetings to restore the damaged company reputation.

Unprofessional conduct of construction work can have several consequences. In this context,
interviewee B2 mentioned: “It is quite possible that unprofessional handling and technical
defects arising from this go unnoticed by the customer at first. But it is very likely that defects
will stand out sooner or later. In this case, the customer contacts us and we have to fix these
defects afterwards. This will be extremely expensive, as the workers and the responsible PM
and/or CM will already be working on another construction site then.” According to the
expert, this scenario is particularly disadvantageous for the company, as it directly affects
two construction sites at once. In addition, the participant explains, buildings at the older site
will usually be back in operation and therefore the access will be very limited. Often, the
workers will only be allowed to enter the affected buildings at night or on weekends. This

leads to higher labour costs due to the legally required night shift or weekend premiums for
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the workers. In these cases too, the company reputation and the particular customer relation
are damaged. Sometimes, multi-annual lawsuits between the affected customer and the
construction company are the consequence. The researcher observed several lawsuits
because of unprofessional conduct of construction works and thereby arisen defects in the
studied organisation. Usually, those lawsuits bind company resources, as the responsible
BM as well as PM and CMs have to prepare themselves for their statements in court.
According to participant B2, these preparations take a lot of time, as the particular
construction project is usually long finished and the employees who were involved in it have
to take this time to brush up their memories. While they do that, the affected employees
cannot do their current work, which in turn induces costs. In addition, those lawsuits usually
end with the termination of the business relationship including all the negative consequences
for the company: the high costs for the fixing of the defects and, even worse, a replacement
for the lost customers needs to be acquired.

According to participant C2, “A good reputation in the market that was build up for many
years can be destroyed within a few days due to unprofessional handling of a project. A once
damaged reputation is only very difficult or impossible to rebuild.” In this context, interviewee
A5 added: “It has to do with psychology. Once a customer has lost confidence in a company,
he is naturally afraid that he will never be able to trust this company again.”

Interviewee B4 provided a further argument: “Only few industries are as price-driven as the
construction industry. Most orders are placed to the cheapest bidder. A 100% professional
handling of an order is one of only very few arguments that we have as a construction
company to convince a customer to commission us even though we are not the cheapest
bidder on his price comparison list. If we destroy this argument ourselves due to
unprofessional conduct of construction works, it will be even more difficult to earn reasonable

margins.”

Permanent contact person for (regular) customers and personal relationships to
(regular) customers

According to numerous experts, the personal factor between the responsible employees of
the company on the one hand and the customers’ decision-makers on the other hand should
not be underestimated.

According to participant A7, most customers, especially regular customers, expect to have
one contact person in the construction company, who is responsible for their entire
exchance. Once a personal relationship has been established between the customers’
representative and a company employee, the customers will not want the company to

change this contact person - only if this permanent contact person is on vacation, a short-
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term vacation replacement by a colleague will be found acceptable. Again, psychological
factors are important in this context: nobody wants to lose a once developed and well
established trustful relationship with a contact person. According to interviewee A7, in
practice, this means that this contact person, usually a PM, has to be permanently accessible
for the customer - ideally also late in the evening and on weekends. Expert A7 mentioned: “If
the customer has a need or desire, then the contact person must be on hand.” According to
him, apart from the already mentioned professional conduct of construction work, the
permanent accessibility of the responsible contact person is a major benefit for the customer
and a further argument for the customer not simply to commission the cheapest bidder of all
the available construction companies. In this context, interviewee A8 stated: “The customer
has to know that if he asks the company contact person for support that he will not be let
down and the requested construction works will be carried out in a high quality manner and
on time.” Various experts explain that building up this trustful relationship is a long-term
process but critical with regard to a sustainable success. Once this relationship of trust
between customer and contact person has been established, according to expert C3, it is
difficult for competitors to ever get orders again from this customer, as the customer knows
now that he can rely on his contact person and therefore on the company as a whole.

The combination of expert interviews on the one hand and analysis of commercial
documents on the other discloses that especially the BMs, who were economically very
successful in the past have stated this approach as critical. These economically very
successful BMs expect from their PMs an unconditional full time customer service. In this
context, Participant C2 stated: “The customer is always king. Especially, if the responsible
representatives of the customer have made a planning error, we have to be there and help
these representatives by reacting very quickly. In this way, you can build up lasting and
trustful relationships.” According to the experts, this approach can also result in these
customer representatives commissioning the company for the next construction project
without asking for a discount and without obtaining a large number of alternative quotes from
competitors.

Another factor with regard to customer relations is the decentralised organisation of the
studied construction company. The mentioned permanent contact person approach is not
only valid for a single branch and its employees, but also for the entire company including
head office departments. In the studied organisation, it could be observed that sometimes
head office employees get in contact with customers. This could be happening for a number
of reasons. One reason could be a legal question in connection with the contract between
customer and company. In this case, it would be standard procedure for the legal department
advocates to get in touch with customer representatives to clarify the matter. In this context,
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participant A8 mentioned: “As a matter of fact, no customer wants to communicate with
lawyers more than absolutely necessary.” Other experts stated that an involvement of the
legal department could send the signal to the customers that even in case of small problems
on a construction site, the company lawyers will show up on site and cause complications.
According to several participants, this signal, which could come across as a threat, should be
avoided and as a consequence, direct communication between a customer and the company
legal department should only take place in exceptional situations. Another sensitive issue is
the dunning list, which is generated weekly by Financial Accounting. Each customer, who
appears on the dunning list, receives a dunning letter, which is also written by Financial
Accounting. In this context, participant A7 stated: “There can be always a reason - for
instance a missing signature of a responsible manager on the side of the customer - why a
customer did not pay the bill in time. The financial department doesn’t necessarily know this
reason.” To avoid unnecessary dunning letters and therefore trouble that could damage the
customer relationship, the responsible BMs should always have the chance to check the
intended dunning letters.

In addition to a permanent contact person for customers, there are other possibilities for
building a solid personal relationship with customers. According to numerous experts, it is
important to spend time with the decision makers on customer side outside the regular
working hours. In the studied company, various strategies for building up customer loyalty
could be observed. In 2006, for instance, it was decided to rent a box in the stadium of a
famous football team in order to have the possibility to invite important customers. Participant
A7, as well as other BMs, favours the joint visits of football or handball matches, depending
on the customer’s preference. Participants A2, B1, and C1 prefer joint excursions to the
Oktoberfest in Munich. Interviewee A3 has visited tennis matches with important customers.
In this context, expert A7 mentioned: “The compliance guidelines of the respective customer
always have to be met. If the invited guest is not the customer himself, but a customer’s
employee, then the guest should first find out internally whether he may accept our invitation
or not. Otherwise, problems could arise later, which could also damage the business
relationship.”

A further, more formal, possibility to build up personal relationships to customers and
therefore customer loyalty is the conduct of in-house customer trainings for new technical
norms or specifications. New building materials that might come onto the market could also
make interesting topics for customer trainings. In this case, the technical employees of the
company - for instance PMs - could give lectures about new available materials or other
technical topics that are of interest to the customers. According to participant C1, it is crucial
that the topics of the chosen lectures really are beneficial for the customers.
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Numerous experts have stated that the CSFs connected with customer loyalty are especially
crucial with regard to higher profits. According to them, the only tools a construction company
has available in order to achieve higher sale prices on the construction market, are
professional handling of all orders, an excellent customer service and a trustful personal
relationship between customers and company employees. As the sale prices are the biggest
driver of economic profits, the focus of each construction company manager should be on
these factors.

Development of regular customers

According to numerous experts, the proportion of regular customers is a critical factor with
regard to the economical success of a branch. The analysis of expert interviews and
commercial documents shows that especially the economically successful BMs focus on

their regular customers as well as on their development.

Interviewee A8 described the development of regular customers as a “long-term optimisation
of the customer structure with an enormous impact on branch profits”. He further stated that
“once a business relationship with a regular customer is profitable, we benefit from this every
year. If a business relationship with a customer, who commissions us once, is profitable, we
benefit from that only this one time. Therefore, regular customers are crucial for the company
profits.” For instance, if a construction company generates annual margins of 200,000 € with
a regular customer, after ten years the total margin is already 2 million €. In relation to this, a
customer who commissions a construction company with one single order that generates a
margin of 200,000 € only one time. So, the importance and the impact of long-term regular
customers for the company profits becomes clear. However, not all customers are eligible to
become regular customers. In this context, participant C2 mentioned: “Customers who will
earn most of their money in those cases where we do not earn any money on their
construction sites - like for instance classic property developers - are not ideal regular
customers for us. Those customers are not interested in a long-term business relationship
with a reliable construction company. They only search for the cheapest bidder.” According
to the experts, it is crucial that the selection of customers who shall become regular
customers is not randomly made, but follows a logical approach.

According to various interviewees, the more professionally a procurement process is
organised, the less the technical know-how and customer service of the construction
company - exactly the benefits that the organisation managers want to provide to their
customers - are taken into account by the customer representatives in the course of
commissioning construction works. In this context, “professional” means that the customers’

technical personnel, which is usually located on site or in the customers’ plants and therefore
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collaborates closely with the construction company workers, does not have a voice. Instead,
the customer’s commercial staff makes the decision on which construction company is
commissioned. In addition, several experts state that the more decision makers on the side
of the customers are involved in the commissioning process, the longer it takes to get a
decision and the more complicated contract negotiations are. According to them, the closer
the customers’ decision makers are to the construction site and the more technically skilled
they are, the more likely it is to convince the customer with arguments related to technical
knowledge, reliability, and customer support. If, on the other hand, commercial departments
or even a legal department is involved in the negotiations on the side of the customer,
technical arguments such as a high technical standard of the construction works to be
conducted are not appreciated.

Ideally, according to interviewee A8, there is one decision maker, who is mainly technically
versed and has a certain budget - for instance 20,000 € - available, up to which he can
decide and commission a construction company independently from other departments.
Usually, according to the expert, those decision makers are employees of large industry
enterprises, who are responsible for the entirety of technical issues including construction
works in several production halls. In the studied company, many customers of this type could
be observed. In practice, this means that this decision maker receives a quote, which must
be below his given budget. Then it is up to him which construction company he commissions.
According to participant A8, "in these cases, we usually get the order as this decision maker
appreciates our support and reliability. He knows that he will not have any issues with us.”
These explanations are closely connected to the CSFs professional conduct of construction
works and personal relationships to customers mentioned before.

However, there was also a case to be observed in the studied organisation that had
developed quite differently. A regular customer from the energy sector, who operates several
coal power plants, had commissioned a business consultancy with the complete restructuring
of the procurement process in 2015. Henceforth, only commercial personnel could make
decisions related to the commission of construction works. A dramatic drift of prices was the
consequence. The studied company lost this customer and a competitor got the contract.
After six months, the former customer contacted the studied company again and spoke of
extreme issues related to the poor reliability of the competitor. After short negotiations, the
studied company could win back this customer. It was agreed that the old prices that were
valid before the restructuring of the procurement process were to be part of the new contract.
In this context, expert B7 stated: “For customers who do not appreciate our technical know-
how and our reliability related to work safety and adherence to schedules, but only try to
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negotiate the lowest possible prices, we will never seem profitable.” According to various
participants, it is important that the procurement process is not mainly commercially shaped.

According to many experts, the customer’s behaviour on site towards the company workers
is also a critical factor. The company workers rely on a permanent access to the construction
site in order to bring tools or transport materials or other factors that always depend on the
customers’ staff as well. The customers’ staff on site is also responsible for the examination
of the construction works conducted. In this context, participant A7 mentioned: “If the working
atmosphere on site is not good, it can happen that the examination of our work takes longer
and is more ,accurate” than strictly necessary.” If the customer’s personnel on site is not
willing to cooperate with our workers, additional costs that were not calculated in the quote
can arise and shorten the margin. Therefore, according to the experts, it is crucial to
generate a good working atmosphere together with the customers’ staff on every site.

According to the experts, the choice of the right regular customers is the first and most
effective risk management tool that a construction company can implement. In this context, it
could be observed that issues with regular customers related to payments or even lawsuits
are seldom. In addition, the margins generated on the sites of regular customers are higher
throughout than on other sites. Therefore, it is reasonable to develop a higher proportion of
the right regular customers in order to increase profits and to preserve the company
resources. Each prevented irregularity, such as payment issues or lawsuits, blocks
capacities on BM, PM and worker level that could otherwise be used to maximise profits.

4.5.3 Construction management-related CSFs
In the expert interviews conducted for this study, all in all 15 short-term (SSFs) construction
management-related CSFs were identified (Appendix 17). Figure 22 illustrates the Top 5
(according to entries by participants) construction management-related CSFs.
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Figure 22: Top 5 construction management-related CSFs (own figure).
Partnerships with subcontractors

Due to the present construction workers shortage in Germany, according to 17 out of 17 BMs
interviewed, the development of long-term partnerships with subcontractors is a critical factor
that is directly connected with the professional conduct of construction works mentioned
before. Participant B2 described the situation as follows: “Already in the near future, the
construction companies will get the orders that have the required personnel available.”

The number of workers needed by each branch depends on its annual target sales.
According to various participants, one worker generates approx. 100,000 € of sales per year.
This means that a branch with annual target sales of 5 million € needs approx. 50 workers to
achieve those target sales. With regard to the entire studied organisation and its annual
sales of approx. 100 million €, this means that the organisation will require approx. 1,000

construction workers.

According to the experts, it is mainly the BMs’ job to build up partnerships with local
subcontractors in their particular region. In this context, interviewee A7 mentions:
“Subcontractors are usually small companies with a maximum of ten workers. In most cases,
the owners of these companies also work on site as construction workers. These kinds of
people want to trust us. For them, we are the customers. Customers who also deliver
supervisors, technical knowledge as well as materials, and commission them with the
conduct of the actual construction works. As we want to trust our customers, they want to

trust us.” According to participant A7, the development of such a trustful relationship is a
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long-term process. In this context, expert C3 added: “There are numerous subcontractors out
there. Only very few high-quality subcontractors have an interest in long-term business
relationships. We need workers who are technically skilled and reliable and we might need
them for the next years or even decades. What we do not need are groups of workers who
only want to earn fast money.” According to various interviewees, the dependence on high-
quality and loyal subcontractors is comparable and not less crucial than the dependence on
regular customers mentioned before. Interviewee B7 explained that the worker shortage in
Germany will become even worse during the next years, as Easter European workers who
have filled the gap so far, will prefer to work in their own countries as soon as the hourly
wages in the construction industry of these countries’ have caught up with Western
European standards. According to the expert, this is just a question of time.

Still, the advantages of using subcontractor personnel compared to having a large number of
own construction workers are numerous. If the company order book is empty, the
subcontractor workers do not have to be paid anymore. This creates an enormous flexibility,
because peaks in short-term manpower demand - for instance on an extraordinary large site
- can be managed in this way without the need to hire large numbers of new own
construction workers with long-term employment contracts. Another advantage is that
subcontractors generally get paid by unit - that means they get a certain unit price for one
square metre of wall, floor or ceilings built, which is negotiated before the construction phase
begins. As the negotiated unit price remains fixed during the entire construction phase, this
offers planning reliability with regard to the calculated margins for the studied organisation. If
workers cannot work as fast as originally calculated, the subcontractors are responsible and
need to take action to accelerate the works. Otherwise, the subcontractor, but not the studied
company, has to deal with the additional labour costs.

The analysis of the commercial documents discloses that the successful branches in
particular have managed to build up these important trustful relationships to subcontractors
in the past, as these branches have been receiving invoices from the same small groups of
subcontractors for many years. In practice, usually between five and ten different
subcontractors work for these particular branches almost all the time and they have become
almost like own company workers. “Almost” is an important word in this context, as it is
legally required that each subcontractor has a certain amount of other customers apart from
his major customer, who in this case is the studied company. Otherwise, if a subcontractor
only has one big customer, the legislator defines this subcontractor as fictitiously self-
employed, which would lead to major legal issues for both the subcontractor and the

customer.
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According to various participants, a lack of reliable subcontractors is the biggest economical
risk in the construction industry today. In this context, numerous cases could be observed in
the studied organisation. As an example, one case is explained in detail. On a large
construction site in Hannover in 2015 - the renovation of the head offices of a bank - missing
manpower led to a major commercial loss. Around 50 workers were needed for this site for
the duration of six months. Only about ten of the company’s own workers were available, 40
additional workers were required. However, the responsible branch did not manage to find
and hire the required number of subcontractor workers in time. The consequence was that
the company’s own workers had to be brought in from numerous other branches in order to
conduct the work. Of course, this had an impact on those other branches, as their personnel
was actually scheduled on other sites. In the end, more shortage of workers had to be
created throughout many branches, which was a significant cost factor. The additional fact
that 50 company workers, all paid in working hours, had to be supervised by only two CMs
on site, led to high economic uncertainties. At the end of the construction phase, the once
calculated labour costs were exceeded dramatically. The additional costs for the other
branches could not even be estimated. When the responsible PM realised that the once
calculated labour costs were exceeded, he tried to identify addendum potentials and
communicated them to the customer in order to increase the billable amount and therefore to
improve the commercial result of the construction site. The customer, a highly experienced
general contractor, who had been commissioned by the bank, recognised the PM’s plan and
reacted with a reference to the valid contract.

In this context, interviewee A5 stated: “Issues related to manpower prior to or in the
beginning phase of a new construction site always lead to higher labour costs. It is crucial
that the responsible PM recognises this as soon as possible and communicates the situation
to the responsible BM. The sooner we accept that a slightly more expensive subcontractor is
still much cheaper than the use of large amounts of own personnel, the lower the additional
labour costs and therefore the commercial loss will be.” Participant C1 added that a large
amount of own workers paid in working hours is not controllable at all. According to him, it is
crucial to keep the performance risk mainly on the side of the subcontractor. He further
states that through long-term and reliable subcontractor partnerships, those issues usually

do not arise at all.
Timely billing

Timely billing is a further CSF according to numerous experts. It is the PMs’ job to measure
up the quantities built on site and to generate the outgoing invoices for the customers from
these measurements. In this context, participant A7 mentioned: “Of course, the sooner the

particular outgoing invoice is generated, the sooner we get our money.” Due to the enormous
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capital requirements in the construction industry - the entire labour costs as well as materials
have to be pre-financed by the construction companies - it is common that companies
already issue invoices during the construction phase. According to interviewee A8, “usually
our PMs try to issue at least one invoice per month to keep pre-financing as low as possible.”
If we assume one invoice per construction site and month and afterwards further 30 days
time for payment, which is common in the construction industry as the customers need a
certain period of time to verify the invoice, two entire months have to be pre-financed by the
construction company. In a branch with annual sales of 6 million €, which is equal to 500,000
€ per month, 1 million € need to be pre-financed. In their everyday work, PMs have to visit
the construction sites that they are responsible for on a regular basis to supervise the
construction process and the quality of the work already conducted, and to monitor possible
needs for materials. In this context, expert A5 mentioned: “PMs should measure up the
works conducted during each site visit. Only regular measurements on site ensure a regular
generation of outgoing invoices.” If it was managed to issue an invoice every two weeks
instead of a monthly basis, the pre-financing of a regular branch could be reduced by
250,000 €, according to the experts. If we assume a present average interest of 5%, which is
common in the construction industry, this would improve profits by 12,500 € per year per
branch. Within a group of 20 branches this would lead to 250,000 € more in profits.

In addition, the impact on the balance of the construction company should not be
underestimated. Due to extraordinarily high pre-financing in the construction industry, credit
institutions monitor operating figures like the equity ratio very closely. Depending on the
assessment of the particular credit institution of the particular equity ratio situation, interest
rates can go up or down. The higher the equity ratio, the lower the interest rates. In the
studied organisation, with an annual sales of approx. 100 million € - therefore monthly sales
of approx. 8.33 million € - and two months of pre-financing, only one percent interest rate
change equals approx. 166,667 € of higher respectively lower costs per year. In general,
construction company managers should always focus on ensuring the liquidity of the
company. It is possible that several large lawsuits related with 1 million € amount in
controversy each occur within a short period of time. If that happens, the pre-financing
related to these lawsuits comes in addition to the regular pre-financing during the operational
business. Those situations can easily lead to liquidity shortages even though the business of
the affected construction company runs well. Several concurrent lawsuits with customers
were observed in the studied company. The total sum of all lawsuits together frequently

superseded 5 million €.

There are other disadvantages that can arise from a high pre-financing situation. Several
cases occurred in the studied company, in which the responsible PM did not measure up all
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works conducted on a particular construction site, but was already busy with the subsequent
site. In this context, expert A7 mentioned: “If PMs do not measure up all our conducted works
in time, there is always the risk that they forget certain details. Those details can be
additional works conducted in a neighbouring building of the construction site, scheduled
works that can be billed in working hours additionally to the contractually agreed works or
further agreements that were made on site.” In general, according to the experts, it is always
dangerous not to bill the conducted works in time. There are customers who do not think
long-term and do not seek a lasting business relationship with the particular construction
company. Those types of customers know exactly that the higher the amount of money that
was pre-financed by the construction company, the more this company depends on the
payment of the particular invoice. In this context, several cases could be observed in the
studied organisation, in which customers tried to put the company under pressure. These
customers wanted to pressure the company into accepting lower invoice amounts under the
threat of not receiving any money at all. In this context, participant B1 mentioned “the higher
the construction site-related pre-financing, the more vulnerable we are to customer attacks.”

Of course there are also quite ordinary customer-related reasons for a timely billing of
conducted construction work. Many customers need the incoming invoices in time in order to
be able to generate their monthly balances. Fixed annual budgets for construction works can
be another motive for customers to demand timely billing. Industry customers in particular
often have fixed annual budgets for construction works. If this budget has not been reached
by the end of a business year, customer representatives might want the construction
companies to bill their works as soon as possible in order to be able to still account the
particular construction company invoices to the old business year. In this context, participant
B6 stated that “for many customers, a timely billing is part of a professional conduct of
orders. If they have to wait several months for the invoice, they might have issues, because
their responsible employees might not remember the details and therefore have to spend

more time to verify the invoice.”

To sum up we can say that all affected stakeholders benefit from a timely billing. The only
exceptions are customers who do not intend to pay the construction company invoice for

self-created reasons and credit institutions because of higher interest rates.

Another possibility to save the company liquidity is to negotiate advanced payments during
the contract negotiations. Many customers agree to advanced payments as they usually
come with discounts. This is possible because most interest rates for construction companies
towards credit institutions are higher than those of the customers who often are big global
enterprises or real estate investors. The banks take their businesses to be safer than the

construction company businesses.
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Identification / realisation of addendum potentials

The identification of addendum potentials on the one hand and their realisation on
construction sites on the other are further major critical factors according to numerous

interviewees.

In the construction industry, the situation with regard to price calculation is different from
most other industries. Often, construction companies have to calculate extremely low prices -
sometimes not even covering their fixed costs - in their quotes to have realistic chances to
get orders. Therefore, according to various experts, it is crucial to have PMs or CMs that are
able to identify addendum potentials on the sites and, no less important, to turn the identified
potentials into concrete addendums as well. Only with skilled staff on site, construction
companies are able to improve their margins during the construction phase. The process of
identifying and realising addendum potentials already begins during the price calculation.
The employee who is responsible for the price calculation, mostly the BM, must have the
ability, according to the experts, to identify addendum potentials before the actual
construction begins. Only highly experienced BMs and CMs are able to identify those

potentials in a customer request.

According to various experts, there are generally two different types of addendums in the
construction industry. The first type emerges from mistakes in the customer’s quotation
requests. For instance, the customer simply forgets to mention certain works in the
specifications. A highly experienced BM is able to identify this type of addendum directly in
the price calculation process. Once such an addendum potential is identified, the BM is able
to calculate the prices in the quotation request lower to get the order. In this case, that is not
an issue, as he already knows that there will be addendums with usually higher margins
during the later construction phase. The second opportunity to identify an addendum that
emerges on site. There are special factors that influence the work flow on site that cannot be
known or calculated by the customer or the company BM in advance. For instance, the
construction company renovates a customer’s top manager office and shortly after the
renovation commences that top manager realises that he does not like the selected type of
ceiling panels and as a result of it, the construction company - deviating from the original
contract - has to order and install new ceiling panels. This is a classic example of an
addendum that emerges on site. In both mentioned cases, it is the responsible PM’s job to
communicate to the customer that additional costs will occur, as the newly required works

were not part of the original contract.

The analysis of commercial documents, which also include the individual internal order

announcements prior to the particular construction phases, discloses that especially the
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economically successful branches manage to improve the margins during the construction
phases. In this context, participant A7 mentioned that he instructs the PMs in his branch
each week during the branch staff meeting that “ there is not such a thing as a site without
addendums.” It is the expert’'s opinion that that it is one of the major tasks of the PMs,
respectively the CMs on smaller sites, to improve the construction site margins by identifying
and realising addendums. He expects from his PMs and CMs to realise addendums on every
single site. The analysis of commercial documents illustrates that especially this expert’s
branch generates extremely high margins.

In everyday work, the identification and realisation of addendums bring numerous unpleasant
conversations and meetings between responsible PMs and customer representatives.
Mostly, customers are not willing to accept that a certain position is not covered by the main
contract that was negotiated before. Each addendum means additional costs for the
particular customer. Therefore, it is crucial that PMs are personally skilled and able to find
the right words in these meetings. In addition, it is important that the responsible PMs always
behave honestly towards the customers and their representatives. Only real addendums
should be registered and invoiced separately. Otherwise, there is the risk that customers feel
cheated and do not commission the particular construction company again. In general, the
customer’s behaviour in case of addendums is a major criterion with regard to the choice of
the right regular customers mention before.

In the studied organisation, there were many cases where the once calculated margin could
be improved greatly by the responsible PMs through the realisation of available addendum
potential. One case will be discussed in the following in detail. In 2009, a branch could
acquire a large order. After the contract negotiations, the order value was approx. 900,000 €
and the margin was approx. 11%, which is 99,000 €. The fixed costs, consisting of the
branch employees in the office and the costs of the head office were approx. 15% of the
sales. After the contract negotiations, the remaining margin was too low to even cover the
company fixed costs and would have meant a commercial loss of 4%. As the customer and
the customer representatives were well-known and assessed as fair partners by the
responsible BM and in order to prevent a competitor from getting the contract and getting in
close contact with this customer, the decision was made to accept the order nevertheless.
Due to a professional construction management on site, numerous addendums could be
identified and realised. In the end, there were twelve addendums in addition to the main
contract. Almost 1,7 million € could be billed and the margin was 33%, which is 561,000 €.
After deduction of all fixed costs, there was still 18%, which is 306,000 € in profit left. This
example illustrates the strong impact that a professional addendum management by the
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responsible PMs and CMs can have on the site margins and therefore on the branch and

company profits.

In this context, interviewee A1 mentioned: “If we could only manage to improve every
construction site margin by 2%, the effect for a branch with 5 million € annual sales would be
100,000 €, for the entire company, even approx. 2 million € per year. That is why | always
remind my PMs to identify and realise addendums on every site.” In this context, participant
B1 added: “As a construction company, we do not have many possibilities to improve our
margins. Therefore, we have to make use of the few we have available.”

Right PM to right customer / construction site

A sustainable business is usually affected by psychological or personal factors as well.
According to many experts, not every PM can be a perfect match for every type of customer.
Depending on the type of customer, the entire everyday working atmosphere on a
construction site can be quite different from project to project. In this context, interviewee A2
mentioned: “The working atmosphere in an executive suite of a large enterprise is completely
different from the working atmosphere in the production halls of an industry customer.”
Therefore, for each type of customer and even for each type of construction site, the
responsible BM has to think about the choice for the suitable PM. The chosen PM should

always be able to adapt well to the working atmosphere on site.

Apart from the working atmosphere, which is influenced by the site environment, personal
factors also play a role. The main factor here is the customer’s everyday contact person on
site. The BM has to know what type of character this person has. In this context, participant
B6 stated: “We have to take into account the customer contact person’s age, experience,
sense of humour, private interests, hobbies, and what he considers to be most important on
the construction sites. One contact person focuses more on the schedule, another one more
on the quality of the works, and the third one is happy as long as the construction site is
clean. Some always expect a written correspondence, for others the verbal communication
on site is sufficient.” According to the expert, the goal is to create conditions in which the
customer’s contact person on site and the responsible PM understand each other well and
develop a good personal connection. Participant A3 added: “If the personal factor on site
works, all everyday issues on the construction site can be managed. Ideally, many problems
remain on site and can be handled locally.” In those cases, according to many experts, the
probability that bigger issues or even lawsuits arise is pretty low.

In the studied organisation, numerous cases could be observed that illustrate the importance
of a good personal interaction. Two cases shall be described here in detail. A long-term

customer of the car manufacturer industry worked with a certain PM for a long period of time.
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The annual sales were approx. 1.5 million €, the generated margin approx. 15%, which is
225,000 €. Using full-cost pricing, there was no profit remaining, as the total fixed costs of the
studied organisation were approx. 15% of sales. When the responsible BM retired, the new
BM decided to change the PM on the mentioned site, because it was his opinion that the
formerly responsible PM was not a perfect fit with the regular customer’s contact person on
site on a personal level. Only one business year later, the annual sales had increased to 2
million €. In addition, the margin increased to approx. 25%, which is 500,000 €. The decision
to replace the responsible PM had been mainly based on personal impressions by the new
BM and led to 275,000 € higher annual margins. As this could be observed five business
years ago, the improvement of company’s profits is approx. 1.375m € so far.

Another case could be observed, when a highly experienced PM retired. His main
responsibility had been to interact with a regular customer of the energy providing industry.
His task was to supervise industrial insulations works at the customer’s power plant boilers,
pipings around these boilers, and large air ducts. He had worked with the same contact
persons on the side of the customer for many years. It was well known that customer and the
construction company representatives collaborated extremely well on this site. The annual
sales were always approx. 2 million €. The generated margin was approx. 20%, which is
400,000 €. After the PM retired, the situation on site changed. A very young PM, much
younger than the customer’s contact persons, took over on that site and started to supervise
the industrial insulation works and took over the communication with the customer’s
representatives. No other factor on that site changed. Unfortunately, what used to be a well-
oiled collaboration started to become a locking of horns. Criteria that were important for the
customer’s representatives - e.g. a clean site every night - were not taken into account
sufficiantly by the new PM. The dissatisfied customer’s representatives reacted with the
creation of issues in everyday work. For instance, measurements of conducted works were
not reviewed in time or minor deficits were officially protocolled in writing. There was no
impact on the annual sales, as the studied company was the only supplier of industrial
insulation on that site. The sales remained approx. 2 million €. However, due to several
everyday issues on site, the margin fell to 12%, which is 240,000 €. This means that the
particular site’s margin has lowered by 160,000 € p. a. After 1.5 years, the new PM was
replaced and transferred to another construction site. On this new site, the PM performed
very well and was responsible for good margins there. This case illustrates that a weak
performance of a PM on a site does not necessarily mean that he is bad at his job. What it
means is that the working atmosphere and the personal relationships on every site play a

crucial role and have a big impact on the profits of the construction company.
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In this context, interviewee A3 mentioned that “once a PM has reached a certain age, his
personal soft skills can only be developed in a very limited way.” According to this expert, it is
of crucial importance for the career of a PM, that his personal skills are sufficiently developed
and that he remains sensitive regarding this part of his job. The PM in the second case
mentioned before was not attentive enough when it came to the development of his soft skills

and when he was on site, his main focus were the hard technical facts.

This CSF illustrates that both hard and soft skills are required. PMs should have the ability to
adjust to the particular type of customer that they work with. The more this ability is
developed, the more flexible he will be able to react to new branch customers and the more
useful this PM will be for the BM.

Compliance with norms, technical specifications, and schedules

As mentioned before, compliance with norms, technical specifications, and customer
schedules is part of the professional conduct of construction works. Due to its importance,
these points are listed as an individual CSF as well. According to numerous interviewees, the
PMs’ and CMs’ knowledge concerning valid norms and further technical specifications is a
condition, which will be discussed in the identified staff-related CSFs in detail.

Interviewee B6 mentioned that norms and industry-related technical specifications dictate
what type of material the construction companies and therefore the workers have to use and
how these materials are to be installed. In addition, according to the expert, it is specified
which auxiliary materials - for instance what type of gluten, screws or nails - are allowed as
well as which tools workers have to use under particular circumstances. Numerous cases in
which these norms were not complied with could be observed in the studied organisation. As
these cases tend to have a major impact on the company profits, a number of them are
discussed here in detail.

In 2012, the responsible PM on a large construction site with an order value of approx. 4
million € ordered the wrong type of gluten, which was needed to close the gaps between the
gypsum plasterboards on newly built interior walls. Due to this mistake, the construction
workers used gluten that was not allowed according to the valid technical specifications.
During the entire construction phase, which was several months, this mistake went
unnoticed. It was not until a few years later that problems that could be connected to it arose.
Cracks started to become visible in the joints between the gypsum plasterboards that were
once closed with the wrong type of gluten. In total, this affected several hundred meters of
wall. The former customer contacted the studied company with the demand that the defects
were to be rectified immediately. Fortunately, all the affected interior walls were in the

basement of the building so that the company’s workers had access all the time and
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therefore could conduct the necessary works during the regular working hours. Nevertheless,
this case led to approx. 200,000 € additional costs and a major damage to the company
reputation in that particular region. The affected branch has been shut down in the

meantime.

Also in 2012, the studied company was commissioned with a large housing construction site.
The contract included several types of different construction works and the order value was
about 7 million €. The works that could not be conducted by the company itself - for instance
building shell works, floor tiler works, electrical installation works, roofer works, and building
equipment works - were commissioned to other companies. For the studied company it is
common to commission other companies as subcontractors with the conduct of construction
works. However, these are always works from their own portfolio so there are always BMs
and PMs available who know the commissioned works in detail and are able to intervene, if
mistakes are being made by the subcontractors. In this particular case, however, works were
commissioned to other companies that the studied company itself was unfamiliar with. On
the site in question, the studied company acted like a classic general contractor. Due to the
enormous technical knowledge that was required to supervise several types of construction
works at once, the responsible PMs were overstrained. The consequences were deviations
from the valid technical specifications in several types of work. Some of these deviations
were not discovered until the works were almost finished. Obviously, the customer requested
that all deviations from the valid specifications be rectified, which took almost an entire year.
Many companies that were commissioned with the works were shut down in the meantime.
In addition, the company had to pay fees to the customer, because the single flats could not
be sold as planned. All in all, the deviations from the valid specifications led to additional
costs of more than 1 million €. Afterwards, it was decided by the top management that the
studied company will not act as a general contractor again.

In 2010, on a large power plant site, the studied company did not manage to meet the
customer schedule because the responsible BM and PMs had underestimated the required
manpower. After a short period of time, the operator of the power plant contacted the
company and demanded more workers in order to close the time gap that had opened. As
the company could not provide more workers, the plant operator commissioned workers from
one of the company’s competitors for immediate support. The consequence was that the
studied company had to pay the difference between the once calculated hourly rates of the
own workers and the hourly rates of the commissioned competitors. In total, approx. 450,000
€ of additional costs arose as 150 workers from competitors were used for three months. The

original order value was 6 million €.
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In 2016, the studied company was commissioned with the installation of ceiling panels in an
underground car park owned by the customer. The order value was approx. 100.000 €. After
several months, employees of the customer first noticed screws and later even entire ceiling
panels on the floor of the underground car park. A technical examination disclosed that the
construction workers had used screws that were too short and in addition to that not allowed
in combination with the installed type of ceiling plates. The consequences in this case were
additional costs of approx. 40,000 €, as two workers had to exchange all screws, which took
them almost three months. In relation to the original order value, the scope of this mistake

becomes clear.

The described examples illustrate that even small mistakes with regard to compliance - or in
these cases, non-compliance - with valid technical specifications can lead to enormous
additional costs for a construction company. Moreover, the last case clarifies that this can
occur on sites with a low original order value as well. Interviewee B6 mentioned that issues
related to a non-compliance with technical specifications are especially dangerous, as the
consequences will sometimes take years to become visible. Normally, the period of warranty
in the German construction industry is limited to five years after completion of a construction
site. In cases where construction companies do not comply with the valid specifications, the
period of warranty is extended. According to the expert, that is why construction companies
always have to ensure compliance with all valid specifications at all costs.

Observation of new customers on site

Numerous participants mentioned that the observation of new customers in everyday work
life on the construction site is crucial. This CSF identified is strongly connected to the CSF
right PM to right customer.

According to them, through this observation important characteristics of the new customer
and his representatives (e.g. decision makers) can be identified. In this context, interviewee
A5 stated that it is mainly the PMs’ job to conduct these observations, but especially in the
very beginning of the new business relationship the BM should come on site in order to
observe as well. Furthermore, the expert stated: “If our first measurement, which is the basis
of our first outgoing invoice, is checked by customer representatives on site, | always try to
be on site to check if the particular customer is interested in a long-term business
relationship, or if he just intends to pay as little as possible.” According to the expert, the
control of the first measurement is the first opportunity to assess the customer’s intentions. If
the customer starts a discussion related to this first measurement, further problems will
usually follow.
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According to interviewee C2, the customer’s behavior in everyday work discloses his general
view about the type of business relationship that he intends to have with the studied
company. According to the expert, there are common issues on each construction site. An
example: the construction company workers in a large customer’s production hall need a
crane to support them temporarily. That crane would be operated by the customer and would
help to manage the transport of incoming materials faster. In such cases, there are two
possibilities. The customer could decide to support the construction company workers on
site, which in this case would mean to provide the crane, or he could refuse to provide this
support. The participant mentions that those little everyday issues on a site have a great
meaning that should not be underestimated. Therefore, it is critical that company PMs and
BMs are sensitive with regard to the possibility of customer observation in everyday work life

and also make use of it, as its impact on the company’s economic success is enormous.

In the studied organisation, various cases could be observed in which customers did not
cooperate well with the company PMs. The first opportunity for a detailed observation is, as
already mentioned, during the first measurements control process. The second opportunity is
the customer’s handling of the construction company invoice. The responsible PM should
always control if the customer pays the invoice in time. If not, he should immediately contact
the particular customer and ask for the reasons. In this context, expert A7 mentioned that
there are of course valid reasons why a customer might not be able to pay in time. For
instance, if the construction company made a mistake with regard to the invoice like naming
a wrong invoice recipient. In those cases, the construction company has to reissue the
invoice. However, in practice, many cases could be observed, in which customers did not
pay the company’s invoices for dubious reasons. Some customers simply claimed that they
never received an invoice. Others mentioned that the stated recipient on the invoice was
wrong although it was, indeed, the correct one, or they argue that the mentioned due date for
payment was wrong and therefore payment was not possible. Some types of customers even
chose to wait until the end of the agreed time of payment until they inform the company
about issues they have with the invoice. Another common argument for delayed payments is
an allegedly high number of ill staff members in the customer’s accounting department.
According to the experts, it is crucial to assess each particular situation individually and to
identify the customer’s real intention behind those assertions. The responsible PM must be
able to determine if a customer is not honest and only seeks to save his liquidity and is not

willing to pay the construction company’s invoices.

Another opportunity to identify customers that do not intend to build long-term and honest
business partnerships is during price negotiations related to addendums. Some customers
are not willing to pay for addendums at all, as they have already reached their budget limits
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for the particular site. If the responsible PM detects signals like that, caution is advised.
Usually, these customers will refuse to pay the invoice regarding the addendums. To avoid
issues related to payments, advance payment should be negotiated in those cases.

If it was concluded that a customer is not interested in a long-term business relationship, it is
according to the experts, important to ensure that as much money as possible is paid as
early as possible by this customer, as this customer will only think short-term and not beyond
the end of the currently running construction phase. Once the construction works are under
way, it will be hard for the construction company to receive payments without allowing

discounts or even risking a lawsuit.

However, there are also cases in which customers could be identified as reliable and long-
term oriented. There are many customers who will contact the responsible company branch
immediately after the reception of a wrong invoice in order to avoid unnecessary additional
terms of payment. There are many regular customers who have never paid an invoice too
late and many customers who have been working with the company for 20 years and never
had contact to the company legal department, as there were never any legal issues on any
site. | this context, interviewee A7 stated that most of his customer relations have been on-
going for more than ten years. According to the expert, he has always focused on the
customers’ intention to build an honest partnership. The analysis of commercial documents
discloses that especially the economically successful branches have managed to build a
proportion of long-term regular customers and therefore honest partnerships. Due to these
customer partnerships, these branches have managed to run highly profitable businesses,
some of them over decades. According to numerous experts, all these trustful customer
relationships began with detailed observations by the responsible PMs and BMs.

Commercial overview

The commercial overview that company BMs and PMs should have includes the knowledge
of the single itemised costs and how they are composed, single sales, position of accounts,
payments received and future costs and sales of each construction site within the particular
manager’s area of responsibility. According to various interviewees, in this context, the
interaction between the managers and the commercial personnel of the branch is crucial, as
the commercial personnel deals with many figures like current costs and sales on the branch

sites. In addition, the commercial personnel always monitors all customer payments.

The analysis of commercial documents has disclosed how many construction sites an
average manager has to monitor. A BM has to commercially control approx. 100 different
construction sites in a business year. A PM, who has to control the sites commercially, is
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also responsible for the entire technical conduct of the works and therefore for the
supervision of the workers, has to handle approx. 30 different sites during a business year.

In the studied organisation, many observations with regard to the managers’ commercial
overviews could be made. Once a year, shortly before the end of the business year, all BMs
have to join a budget meeting in the head office, where the branch profits are discussed in
detail and the target figures related to fixed costs, margin, and profit for the next business
year are determined. Apart from the BMs, the responsible MD, MA department, and the
company owner take part in these meetings. Especially during the part that deals with the
profit of the business year that comes to an end, the particular BM is able to illustrate his
commercial overview skills. Many BMs could be observed to know their figures in detail while

others seemed to have problems in that regard.

In 2015, the researcher observed a budget meeting where the responsible BM presented
annual sales of approx. 7 million €, a margin of 25%, which is 1.75m €, and a profit after the
deduction of all fixed cost of approx. 700,000 €. The particular BM seemed to know all the
branch internal construction sites in detail. During the meeting there was no detectable
reason to doubt his profit forecast. Several months later, when the new business year had
already started, it became clear that the profit forecast that the BM had communicated in the
budget meeting, did not correspond with the real situation. In the meantime, a lawsuit related
to one customer and his construction site had arisen. The subject of this lawsuit was a debt
claim towards that particular customer, arising to almost 700,000 €. As the outcome of this
lawsuit was still uncertain on the balance sheet day at the end of the business year, the
company had to make provision for this lawsuit in the entire amount in dispute. During the
following business year, the judgment clarified that the customer had to pay the entire
amount to the company. Therefore, over the two affected business years, this case had no
impact on the branch profit. It was just postponed for a business year.

Another case could be observed in 2014. An actually highly experienced BM presented his
profit forecast in the annual budget meeting. According to this forecast, his branch should
generate an annual profit of approx. 400,000 €. A few weeks later, that BM had to correct his
figures, as he had overlooked a subcontractor invoice regarding one construction site in the
amount of approx. 300,000 €. Due to this mistake, the branch result of this business year had
decreased by three-fourths down to 100,000 €.

In another budget meeting, it could be observed that the present BM was not prepared for
the meeting at all and had to call his PMs all the time. The BM did not know any costs- or

sales-related figures. After a short period of time, the meeting was interrupted by the
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responsible MD as it was impossible to develop a solid profit forecast under these
circumstances. One week later, the budget meeting was repeated.

According to many interviewees, due to the high number of different construction sites in
each branch, the development of a sound commercial overview is a full-time process and
several employees have to cooperate. In the case of the studied organisation, these
employees are the PMs who have the most detailed information with regard to the individual
sites as they visit them personally on a regular basis, as well as the commercial personnel as
their main task is to monitor all payments, costs, and sales that relate to the particular
branch, and the BM as he has to control the PMs and to make all decisions that are based
on the commercial figures for this branch.

The individual commercial overview skills of a BM does not have a direct impact on the
company profits, as mistakes that occurred can always be balanced within the following
business year respectively years. Nevertheless, they can affect the relationship that the
company has with credit institutions. The credit institutions expect official business
assessments at least once a quarter. These business assessments are based on the BMs
internal commercial reports. If the BM does not have a clear commercial overview with
regard to his construction sites and their economic situations, the top management cannot
provide meaningful business assessments to the credit institutions. In addition, the company
is required by law to generate profit forecasts that are mostly rather pessimistic than
optimistic. Therefore, according to several experts, the quality of the BM's commercial

overviews is crucial for the overall company success.

All in all, it could be observed that the BMs that lead economically successful branches are
usually familiar with their costs- and sales-related figures. According to numerous experts, a
clear commercial overview of the business is crucial for most economical decisions. In this
context, interviewee A8 mentioned: “How can a manager make a decision with regard to a
possible hiring of an additional PM, if he does not know his profit and fixed costs situation in
detail? How can a BM conduct price negotiations with a regular customer, if he does not
know the margins generated on the previous sites of this particular customer in detail?”
According to expert A6, all BMs have to act like independent entrepreneurs and each real
entrepreneur should always know his business-related figures in detail.

4.5.4 Staff-related CSFs

In the conducted expert interviews, five short-term (SSFs) and 15 medium-/long-term (MSFs)
staff-related CSFs were identified (Appendix 18) all in all. Figure 23 illustrates the Top 5
(according to entries by participants) staff-related CSFs.
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Figure 23: Top 5 staff-related CSFs (own figure).
Bonuses for PMs and CMs

According to numerous experts, PMs and CMs should receive extra bonuses besides their
regular salary, depending on the margins generated in their particular areas of responsibility.
In the case of a CM, this area of responsibility can even be one particular site only. In this
context, BMs and MDs are not mentioned, as managers at this level usually receive extra
bonuses throughout most industries anyway.

Those bonuses are especially important in a decentralised company as due to the
organisation form, everyday decisions are decentralised, as well. In practice, PMs and CMs
have to make decisions on construction sites that often have a great impact on the site’s
margin and therefore on the company profits as well. Usually, there is no time to contact the
responsible BM, if an everyday decision has to be made. Therefore, in most cases, the PMs
and CMs act alone and have to make the particular decision on their own. This is why,
according to various interviewees, it is crucial to synchronise the managers’ and the
company interests as well as possible. According to them, monetary incentives are an
effective tool to reach this level of synchronisation.

In this context, interviewee B6 mentioned: “Imagine that a CM is on a construction site, which
is far away from his home and family, for several months. Furthermore, the BM, who had
acquired this order, is also far away in his office in the branch building. The MD is in the head
office. The responsible PM visits the site on a weekly basis in order to monitor the progress

of the conducted works. The CM on site is the person who makes all decisions and who
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leads the workers, often more than 30 men and women, on his own. In addition, he is the
contact person for the customer on site in all respects, responsible for the acquisition of the
important addendums and to measure up the entire works conducted which is the basis for
all outgoing invoices related to this particular site. In other words, he is the crucial person for
all tasks that influence the margin that must be generated on this construction site.”
According to several experts, top managers of decentralised construction companies -
company owner and MDs - do usually not have the possibility to influence the present
operative margins on site and therefore the company profits. In this context, various
interviewees state that PMs and CMs should always be happy, in line with their employer’s
goals and motivated regarding their scope of duties. As, according to the experts, most PMs
and CMs do not work directly to generate company profits, but to feed their families and/or to
allow themselves an attractive private lifestyle, the connection between a PM’s or CM’s
income on the one hand and the company profits on the other hand are significant.

In this context, participant B2 added another factor: “We should not forget that managers in
the construction industry, even on lower levels like the construction site management, get in
contact with large amounts of money. They are responsible for the verification of the
subcontractors’ invoices. At the same time, they work together as a team in everyday work
life. In this context there is the risk that some subcontractors might attempt to bribe the
company construction site managers in order to get higher billing amounts.” In this context, it
is therefore crucial for the company to ensure the loyalty of their managers. The idea is
similar to the idea of motivation mentioned before - a construction company has to

synchronise the managers’ with its own interests.

In the studied organisation, many cases related to the loyalty or motivation of individual
managers could be observed. Some of them are discussed here in detail.

In 2009, a CM did not communicate a large addendum potential on his construction site,
because after several months on site, he just wanted to join his family at home again. Due to
the CM’s behavior, a competitor was commissioned with this addendum that had an order
value of approx. 500,000 €. The margin was approx. 25%, which is 125,000 €. This CM did
not receive extra bonuses beside his regular salary. Therefore, he did not have any personal
advantages related to an additional addendum. The company lost approx. 125,000 € of
profits.

On a construction site in 2012 a CM, who happened to live several hundred kilometres away
from the site, was hired by the responsible BM. It was agreed that the CM would receive a
special bonus related to the site margin. The assumed duration of the works to be conducted

was two months and the original order value was approx. 400,000 € with a calculated margin
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of 18%, which is 72,000 €. No PM was installed, as the responsible BM expected that the
CM would be experienced enough to manage the entire construction site on his own. The
CM was solely responsible for all margin-related decisions. When the construction site was
finished, however, the works had taken up almost an entire year, the total amount that was
invoiced by the company was approx. 2 million € with a margin of 25%, which is 500,000 €.
The CM had managed to increase the generated margin by approx. 428,000 € on his own.

The analysis of the commercial documents discloses that the successful BMs in particular try
to provide extra variable bonuses that depend on the particularly generated margins to their
PMs and CMs. Most PMs in the sustainably profitable branches receive bonuses in addition
to their regular salaries. Many CMs even have agreements that include extra bonuses in
these branches. In contrast, BMs who did not manage to generate profits mostly did not
focus on this type of monetary incentives either. There is a connection between generated
site margins and therefore branch profits on the one hand and extra bonuses for managers
on the other hand.

Related to extra bonuses for PMs and CMs, interviewee B5 mentioned that it is important
that the particular manager knows from the beginning of a new construction site that he will
profit from the generated margin to a certain percentage. According to the expert, this
ensures a high motivation and synchronisation of manager and company interests from the

beginning.
Employee qualifications

According to numerous interviewees, the availability of qualified personnel for all
management levels and of qualified and reliable workers has become a major issue due to
the present skills shortage in Germany.

In this context, participant C1 mentioned: “The construction industry used to have no issues
at all regarding qualified personnel. On the contrary, the supply of qualified workers and
managers at all levels exceeded the need in the construction industry. But today things have
changed. There is a battle between the construction companies for the few remaining
qualified workers and managers on the job market. The issues began ten years ago with a
shortage of construction workers only. This workers gap could be closed through Eastern
European personnel that came to Germany to work here and feed their families at home.”
Even today, most subcontractors that cooperate with the studied organisation are originally
from Poland, Romania or Croatia. The proportion of German subcontractors, according to the
experts, is less than 25%. The expert continued: “But now, all management levels of the
construction industry are affected. An additional problem is now that Eastern European
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workers start to stay in their countries as salaries there have almost reached the German

level. There is no reason for them to come here any more.”

There are several other major issues, according to the interviewees, that contributed to the
present skills shortage as well. The experts mentioned that most young people intend to
study at a university or university of applied sciences. A traditional traineeship like in the
construction industry is not attractive to them anymore. In addition, the entire reputation of
the construction industry regarding, for instance, the working conditions is not good. Young
people associate dirt and hard physical work with that industry. Furthermore, people assume
that the salary of a construction worker or low level manager is low and that working hours in
this industry are extremely long. Various experts explained that the solution of this situation is
a long-term process. According to them, there is no construction company in Germany that

has developed a satisfactory strategy in this context.

Another issue related to the skills shortage was presented by participant A2, who mentioned:
“The number of different talents that managers in the construction industry have to combine
is a further problem. The managers need to have great technical knowledge including
knowledge of numerous norms and specifications, they need to be well educated with regard
to soft skills, personal relationships, legal issues, and they need to be good entrepreneurs
with a wide economical expertise and a well developed risk assessment.” According to the
expert, this type of person is rather rare. And if you should find a person like this, who can
offer all of these qualifications, it is highly unlikely that this person would be interested in

working in the construction industry.

In the studied company, several observations with regard to this critical factor could be
made. The BMs in the company have an average age of almost 55 years. As the average
retirement age in Germany is between 63 and 65 years, most BMs have around nine years
on the job left. It could be observed that in many branches, the BM’'s succession is not
organised so far. In several branches there are no PMs below the present BM that will be
able to follow in the footsteps of the present BM for different reasons - for instance, because
of their own age or their lack of abilities. According to interviewee A9, the average job
experience that a PM needs to become a BM is at least 10 years. That means that there are
several branches that will have personnel problems when their current BM retires. The only
possibility will be to acquire external managers as future BM in these branches. Several
cases could be observed already, in which the top management tried to hold older BMs in
the company even though they had reached retirement age. In some cases, the top
management was successful, in some cases not. All in all, according to the participants, this
approach is not a permanent solution.
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This is not just a future problem. It could be observed that even today there are already
numerous cases in which the company was not able to answer particular quotations requests
because there simply was not enough personnel. The biggest problems at this point arise at
CM level. Between 2009 and 2018, numerous quotation requests could not be answered. It
is not possible to calculate the missed profits because of this issue. Most participants
estimated the missed annual sales at approx. 2 million € throughout the entire organisation. If
we assume a common margin of 20%, the lost profits are approx. 400,000 € per year, even
today. According to most experts, the situation will get worse every year and it affects the

entire industry.

Many interviewees made clear that the skills shortage of construction workers can only be
solved swiftly by the development of valuable subcontractor partnerships. At management
levels, according to the participants, it is necessary that employees of competitors are
contacted in order to convince them to change the employer. In this context, a good
reputation as an employer is crucial. Interviewee B4 mentioned related to a short-term
solution of the skills shortage at management level: “The entire package consisting of regular
salary, additional variable bonuses, company car, equipment, team, and company reputation
is crucial. Today, no one changes his employer only for a slightly higher regular salary.”

In this context, the decentralised organisation and the professional HR development
department in the head office play an important role, too. According to the experts, the in-
house collaboration between the central HR development and the BMs in the particular
regions will be important in order to develop an approach that is able to solve the HR
problems. Participant C3 summarised the whole situation: “If the construction companies do
not find an overall solution of the HR problem within the upcoming five years, many

companies will not be able to conduct construction works in the future.”
Employee perspectives, trainings, and recruiting of young employees

An approach that can help to solve the issues arising from the lack of qualified personnel in
the construction industry is the development of own junior employees. According to
numerous interviewees, this approach will not solve the present issues - like the contact to
present competitors’ employees that was mentioned before would - but it is necessary all the
same to improve and stabilise the situation in the future.

In this context, numerous experts stated that future staff from the own ranks that identifies
themselves with their employer can only be developed, if the construction companies
manage to hire a large number of young people today. Related to these young employees,
interviewee B7 stated: “We always have to take into account that a certain proportion of the

young employees will leave the company again for different reasons. Some will discover that
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they do not like the work in the construction industry, others will move to another region.”
Furthermore, according to several experts, there is always a proportion of young employees
that will not meet the company expectations and therefore will have to leave the company.
Participant B7 continued: “If you hire ten young employees today, you will have five reliable
CMs or PMs in five years. Therefore, you have to multiply the actual staff requirements by
two, and in addition take into account that it will take at least five years to train the new

employees.”

Moreover, it could be observed that there are only few young people who are interested in a
professional career in the construction industry. Therefore, according to numerous
interviewees, it is crucial to provide perspectives for the new employees. These new
employees want to know what they can achieve in the construction industry, what money
they will earn, what tasks they will be responsible for, and what position within the company
management they will be able to reach. In this context, participant C1 mentioned: “Today,
young employees think differently from the way we did in the past. They want to know exactly
which opportunities the employer can provide throughout their entire professional careers.
The young generation thinks extremely long-term.” In addition, according to the experts, the
young people that enter the job market today know that the need for workforce exceeds the
present supply. They know exactly how valuable they are for the construction companies.
This, according to various participants, manifests itself in high salary demands, too.

Therefore, companies have to understand that they have to invest into these young people,
even if the particular labour costs exceed the added value for the company in the beginning.
In this context, participant A8 drew as a conclusion: “There really is no alternative to this
approach.”

In the studied organisation, several different approaches could be observed. The central HR
development department visits graduate fairs that specialise in the presentation of
professional career possibilities to young people who just finished school. Mostly, the head of
HR development and a current apprentice of the particular region visit the graduate fairs
together. In this way, they get in contact with young people who have just finished school and
are interested in a professional career in the construction industry. People who are not
interested in the construction industry will not visit the company stand. This way, the studied
company managed to hire several new employees. In addition, the company HR team is
present on several online platforms that are specialised in the mediation between young
people entering the job market, who search for an adequate employer on the one hand, and
companies that search for new young employees on the other hand.
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Furthermore, it could be observed that the head of central HR development regularly visits
graduating classes in schools and presents the career possibilities available in the
construction industry. However, this approach proves to be less successful than the visits of
specialised fairs, as usually only a very small proportion of graduating students is interested

in the construction industry at all.

In this context, the decentralised organisation of the studied company is an advantage. The
fact that there is a central HR development department in the head office enables the BMs to
focus on the important operative business all the time. The strategic and time-consuming
tasks related to the acquisition and hiring of new young employees are taken over by the
experts of the HR development department.

Central HR development has generated possibilities for young employees to combine their
everyday work in the company and academic studies at a technical university or university of
applied sciences. In this context, several partnerships with universities that are specialised in
one of the two large studied company divisions - interior works or industrial insulation - were
founded. In practice, the company’s young employees work as regular employees in the
company for three months. Afterwards the employees go to university for three months.
These two phases are repeated between six and eight times, depending on the particular
chosen course of studies. Usually, all costs connected with the studies are paid by the
studied company. In return, the particular employee has to stay in the company for at least
five years after his studies.

In the studied organisation, it could be observed that there is a risk that, in the branches,
young employees and their particular needs get out of the BMs’ and PMs’ focus due to their
various operative tasks on the construction sites. For this reason, regular personal meetings
in the particular branches were implemented by the central HR development department. For
these meetings, the head of HR development visits all branches at least twice a year in order
to maintain contact with all young employees. In addition, all young employees have the
contact information of the head of HR development and have the possibility to contact him at
all times. In the branches of the studied company it could be observed that most young
employees appreciate this offer. In this context, participant A4 stated that these personal
meetings between the central HR development and the young employees in his area of
responsibility help to hold these young people in the company. He further mentioned:
“Possible problems are dealt with in these meetings. Sometimes, due to the everyday
collaboration between the young employees and myself, they do not have the courage to
address these problems. Therefore, | am happy to have the colleagues from the central HR
development as they act like a buffer.”
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In this context, a case could be observed, where a young employee had personal problems
with a PM in his branch. The HR development recognised this in a personal meeting with this
affected young employee. It was agreed upon that the employee could change to another
branch. He did not have further contact to the PM. As a consequence, this young employee
remained in the studied company and became a reliable PM in his new branch. Without the
central HR development and the possibilities arising out of it, the studied company would
have lost a young and valuable employee.

Working atmosphere and internal feedback culture / transparency

The working atmosphere and the internal feedback culture and transparency with regard to
information were identified as another critical factor. This CSF is strongly connected to the
decentralised organisation of the studied company as well as to the aforementioned

employee motivation.

The decentralised organisation and the distances between the branches that come with it
have the effect that there will not be one homogenous work atmosphere in the company but
different work atmospheres in different branches as well as in the head office. In this context,
interviewee A9 mentioned: “When | visit different branches one after the other, | sometimes
get the feeling that | visit different companies.” According to numerous experts, this situation
is not unproblematic because there is no uniform work atmosphere and therefore no uniform
motivation or overall identification within the company. For the company top management, it
is difficult to establish how the particular situation is in the different branches. Participant B6
stated with regard to this: “If there are only two or three branches with a bad working
atmosphere, there is the risk that the involved BMs talk to each other and a kind of domino
effect is set in motion. All of a sudden, there are several branches with dissatisfied staff and
we are at risk of seeing the staff motivation decline or, even worse, seeing some of our

employees look for a new job.*

In order to minimise these risks, the top management of a decentralised company should
establish the following: an honest internal feedback culture and transparency of information
and decision making. This means that it should be a given that in the entire company
employees are able to talk openly and to give each other honest feedback. In this context,
interviewee B5 stated: “Related to feedback between colleagues there is always the risk that
this feedback, which can be criticism as well, is taken personally. In those cases, a helpful
and unemotional discussion will no longer be possible. Instead, there will be emotional
dispute among the company staff.” According to numerous experts, whenever those
emotional interactions between colleagues occur, there is often the chance that after that
there will be no more feedback given at all.
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If the responsible BM is well trained for interaction on a personal level, there is a realistic
chance of solving such issues immediately in the branch. In this case, according to various
experts, the issues stay within the affected branch and will be solved through personal
meetings with the employees, in which the BM acts as mediator. Through measures like that,
the team spirit can grow and the team can come out even stronger. It is the BM’s job to
understand the personal relationships between the PMs, CMs, and the commercial
personnel within his area of responsibility and to intervene in time, if it is necessary. In
addition, the BM should always encourage his staff to give each other honest feedback, as
this type of communication minimises the risk of personal issues between staff members.
Usually, cases in which the responsible BM solves arising issues in the branch will not be
observed from outside the affected branch at all.

There was one case in the studied organisation where it could be observed that the
responsible BM was unable to cope with personal issues in his team. In 2012, there was a
branch where employee motivation was low due to personal issues at PM level. The bone of
contention in this case was a request for time off by a PM. He wanted to take three weeks off
in a row when the general rule was that a maximum of two weeks in a row was allowed in
order to provide the best service to all customers. The other PMs in the branch felt treated
unfairly. Two of them became rather displeased and lost their motivation and one PM even
ended up leaving the company. Had the responsible BM recognised the issues arising from
his decision to grant the PM’'s request for time off, he could have tried to mediate and
therefore solve the problems before they escalated. It is likely that the PM who quit would still
be with the company today, had an honest and sober discussion between the affected
employees taken place. With regard to this case, interviewee B5, who is informed about the
incident, mentioned: “Actually, we cannot afford incidents like that in a time that is marked by
skills shortage.” In this case, the decentralised organisation was part of the problem, too. The
top management had no knowledge of the issue until after the affected PM had handed in his

notice.

In certain branches of the studied company, it could be observed that missing honest internal
feedback can lead to situations where colleagues only talk about each other and no longer to
each other. The decentralised organisation can even worsen this effect, as the top
management - MDs or company owner - often take notice of an issue too late and cannot act
as a mediator also because it is located too far away from the affected branch. When in
times of conflict, a branch is left to its own devices like that, a kind of momentum can occur,

that will increase the conflict even more.

The top management of a decentralised organisation should also, according to various

experts, always ensure transparency with regard to information and decision making. In this
156



context, interviewee A8 mentioned: “There are few factors that influence the personnel
motivation of a branch as negatively as missing transparency of the top-down information
flow regarding decisions that were made by the top management.” Again, the decentralised
organisation of the company plays an important role, as the staff in the branches depends on
regular information because of the long distances between branches and the top
management in the head office. It could be observed that personnel in the branch offices lost
motivation due to missing information about top management decisions. For the staff, not

being informed is equal to not being seen or valued by the top management.

In 2016, for instance, it could be observed that the top management decision not to pay any
Christmas bonuses was met with very little understanding among the staff members. The
issue was not so much the decision itself. However, the announcement of the decision by the
top management came very late, in November, and people felt alienated and disrespected by
the top management. The late and sparse communication by the management leads to a
long-lasting damage of staff motivation.

Training of apprentices

The permanent training of apprentices in all branches of a decentralised construction
company is an important factor according to numerous interviewees. This CSF is connected
to perspectives and opportunities for the trainees, for trainings in general and for the
recruiting of young employees. It focuses mainly on the development of the future workers
and CMs of the company. In this context, participant A9 mentioned: “The need for own
construction workers will increase, as the development on the subcontractors market is very
uncertain from what we know today”. According to various experts, the fact that more and
more Eastern European workers stay in their own countries could mean that the need for
own workers will increase in the near future. With regard to this situation, interviewee A7
mentioned: “Today, about 75% of our works are carried out by subcontractors. If there will
not be enough external subcontractors in the future, who will carry out our construction
works?” According to the experts, there will be an increasing demand for construction
workers in the future, apart from the need for PMs and BMs that was discussed above.

The difference between the need for construction workers on the one hand and the need for
PMs and BMs on the other is, according to the experts, that as far as the need for workers is
concerned the construction companies depend on the developments on the subcontractors
market. This means that the companies are not able to solve these issues on their own. In
this context, interviewee A6 mentioned: “Nobody knows what will happen regarding the
availability of external workers in the future. This is an external factor that we have little
influence on.” Most experts stated that there are two main possibilities. The first one is a
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broad price increase for the use of subcontractors. This would not be a big issue for German
construction companies as this would affect all companies in the same way and would
therefore lead to higher selling prices to their customers. The second and, for the studied
organisation, more dangerous possibility is that most subcontractors would indeed prefer to
stay and work in their home countries, as the price levels there will have caught up with
German standards because of the enormous need for workers in these markets. In this
context, several experts explained that even today the Polish, which is the major country of
origin of the subcontractors’ personnel in Germany, and German price levels, are almost the
same, if the external costs for accommodation and food for the workers in Germany are
taken into account. According to the experts, the gap between the Polish and German price
levels of construction works becomes smaller and smaller. This second possibility would lead
to major problems for the studied organisation and the entire German construction industry. If
the external construction workers, provided by the mostly Eastern European subcontractors,
stay and work at home, there are in fact not enough workers left to take on the jobs for the
customers. According to numerous interviewees, nobody is able to say if or when this
situation might occur. In this context, participant A2 mentioned: “With regard to the
threatening worker shortage, one thing should be quite clear to all affected companies: there
is no time to lose.” The sooner a construction company finds a workable approach and
therefore permanent solutions for this issue, the better.

According to most experts, seeking contact to workers, who work for competitors, is not an
alternative for the current use of subcontractors and will not be sufficient to close the gap.
Most of them have been working for their employers for a long time and have a strong
identification with those employers and are usually quite happy with their current situation. In
addition to that, the German employment laws provide numerous advantages for workers,
who stay with their company for a long time. If a worker considered a change of employer at
all, then only under the condition of extremely high hourly wages that would be difficult to
earn for the new employer. Consequently, according to the experts, the only possible
solution for closing the manpower gap permanently is the continuous training of own

apprentices.

Related to this, it could be observed that the studied organisation has focused on young
people who were suggested by the regional employment offices in the past. According to the
experts, this approach was not very successful. In this context, participant B2 mentioned:
“We had to learn that most young people that were suggested by the local employment office
were not motivated at all. Some of them did not even show up to start the apprenticeship in
the first place. Others were unreliable or obviously not interested in the work.” According to
the expert, the construction companies have to find ways to identify young and motivated
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people, who are genuinely interested in an apprenticeship in the construction industry. In
contrast to the young students who were hired to become the future PMs or BMs, which was
mentioned before, the apprentices in the construction industry do not focus as much on the
future perspectives of their jobs. The young people know that they will in all likelihood stay on
site after their apprenticeship is finished. For them, according to most experts, the focus lies
on having a safe job and a safe income afterwards. The decentralised organisation of
companies with a central HR development department offers great advantages in this regard,
compared to centralised ones. Decentralised companies can identify suitable candidates for
apprenticeships better and therefore secure their own future better, because the branch
managers are not left with the task. They are able to focus on their actual everyday
responsibilities regarding their customers and construction sites while the time-consuming
tasks connected with the search for and hiring of new young apprentices are taken over by
the HR development experts in the head office.

Ever since the company realised that the support by the employment offices would not lead
to lasting solutions, the central HR development department has developed strategies of its
own for the acquisition of young apprentices in order to be more independent from
subcontractors in the future. Those strategies are quite similar to the ones which are used on
the lookout for students and future PMs and BMs that were mentioned before.

4.5.5 Decentralised organisation-related CSFs
From the conducted expert interviews, four short-term (SSFs) and seven medium-/long-term
(MSFs) decentralised organisation-related CSFs were identified (Appendix 19) all together.
Figure 24 illustrates the Top 5 (according to entries by participants) decentralised
organisation-related CSFs.

159



head office’s
behaviour
towards
subcontractors

compliance of
internal
specifications

head office’s
support

decentralised
organisation

trust
cooperation relationship
between between
branches branches and
head office

Figure 24: Top 5 decentralised organisation-related CSFs (own figure).
The behaviour of the head office towards subcontractors

The behavior of the head office towards subcontractors of the company is another critical
factor that was identified. For several reasons, e.g. the payments or workers’ health
insurance proofs, there is direct contact between the subcontractors and the administration
departments in the head office on a regular basis.

According to numerous participants, the employees in the head office often do not realise
how important the subcontractors are for the studied company. In this context, interviewee
A8 mentioned: “There are situations, where the communication of the financial accounting
department with our subcontractors can only be described as arrogant. Sometimes, the
subcontractors are being treated like opponents rather than like partners.” According to
several experts, the administrative departments should rather act as service providers who
support the actual business which takes place in the branches and on the construction sites.
In this context, it could be observed that due to its decentralised organisation, there is the
risk that two opposing parties develop within the company. On the one hand the purely
commercial employees in the administrative departments who focus on the correct
accounting of all bills and receipts related to the construction sites and on the other hand the
more technical employees who supervise the works on the sites, are the direct service
partners of the company customers and are in contact with all of the external stakeholders of
the company like subcontractors, material suppliers and customers. Of course the correct
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accounting of all bills and receipts is necessary and required by law. However, according to
several experts, this must not happen at the expense of the subcontractors.

For a better understanding of this matter, one example that has had a great impact on the
everyday work and therefore on the success of the company is discussed here in detail.
According to the participants, most subcontractors depend on fast payments, as they have to
pay their works, rents, tax, and several other incoming invoices. Usually it is agreed between
the subcontractors and the studied company that the subcontractor invoices are paid within
14 days and that the studied company is allowed to draw a cash discount within this period of
time. If the responsible PMs do not manage to check the particular subcontractor invoice in
this period, the company may pay the particular invoice net within 30 days. In most cases
though, the subcontractor does not have the time to wait the full 30 days for the payment
because of his own expenses. Quite often, if the subcontractor realises that the studied
company has not paid within the first 14 days, he would call the financial accounting
department and would ask the person in charge for a payment before the deadline of 30
days. In many cases, according to the interviewees, the responsible employee would deny
that request categorically with reference to the written contract that says 14 days inclusive
cash discount respectively 30 days net. The position the financial accounting department
choses to take regularly leads to liquidity squeezes for the subcontractor as he will not be
able to pay his salaries and incoming invoices. The consequences from this might even be
that the subcontractor’s workers on site will not receive their wages in time, which then in
turn leads to a declining motivation among these workers and damage done to all parties
involved. According to interviewee A2, this even encouraged external workers to leave the
construction site, start working for another subcontractor or to go back home and start
working there. In all three scenarios, the worker in question leaves the site as he has lost his
trust in his employer and in the studied company as a trustful business partner.

Especially with regard to the already mentioned skills and worker shortage on the German
construction market, scenarios like this should, according to various experts, be avoided
under all circumstances. In this context, interviewee B4 mentioned: “The situation is
comparable to the one in most decentralised construction companies: Employees in the head
offices only focus on the factors that they can control. Payments to subcontractors are the
biggest factor here. Employees in the branches usually see the big picture and they carefully
weigh every decision.” With regard to the mentioned example this means that employees in
the branches assess whether an earlier payment to the subcontractor or the saved interest
rates for a later payment to the subcontractor mark the bigger added value for the company.
If we assume an average interest rate for the company’s working capital credits of 5% and a
regular subcontractor invoice with an amount of 10,000 €, the saved interest rate for the
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difference between 14 and 30 days is approx. 20.00 €. Compared to the possible commercial
damage that may occur if one or possibly even several workers leave a construction site, this

is a relatively small amount of money.

In the studied company it could be observed that because of the large distances between
head office and construction sites, the employees in the administrative departments usually
do not have a sense for the critical factors that have a significant effect on the company
success. Often, these employees see their particular area of responsibility and have a hard
time thinking outside the box. This observation was confirmed by various experts during the

interviews.

According to numerous interviewees, the company top management should implement
regulations to minimise or even avoid incidents where administrative employees treat
subcontractors like opponents including the associated consequences mentioned before. For
instance, as several interviewees suggested, the administrative employees could be
instructed by the top management that the financial accounting has to pay a particular
subcontractor earlier than actually agreed upon in the contract, if the responsible BM wants
the financial accounting to do so. Thus, it would be regulated that not every PM is able to
initiate payments to subcontractors that he may personally prefer, and that a superior
manager has to confirm each earlier payment. According to expert A4, this arrangement
would be a momentous solution that all affected stakeholders would benefit from. The
company owner would not have to fear overpayments of the subcontractors as each
payment would have to be approved by the responsible BM beforehand. The subcontractors
would see that the studied company is interested in a trustful partnership and takes their
needs into account, too.

Head office support

According to various interviewees, the company’s head office and therefore the
administrative departments are involved in numerous processes within the studied
organisation. Mainly, there are two types of processes. On the one hand there are the
regular processes between branches and head office like, for instance, the material sourcing
between the central buying department and the affected branch; on the other hand there are
rare processes like the implementation of a new IT tool or new specifications issued by the

top management.

With regard to all possible processes, the head office departments should act as service
providers who support their colleagues in the branches that are responsible for the direct
customer service, conduct of construction works, and contact to subcontractors. If they are

supported by the head office staff in their everyday work, they have more time to focus on
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the important topics within their particular areas of responsibility. As an example for this idea,
the material sourcing process is discussed in detail. According to interviewee A8, the central
buying department in the head office supports the employees in the branch by searching for
the best available external material supplier, by helping with the associated price
negotiations, and by organising the delivery to the particular construction site in time. From
the branch perspective, the entire process is outsourced to the head office. The only job of
the responsible PM in the branch is to list the correct materials that are needed on the
construction site. In addition, the central buying department also announces if there are new
and better materials available, which could be cheaper or of better technical characteristics
than the actual requested one. By doing so, a lot of capacities within the studied company
are saved. In the central buying department, all technical knowledge is bundled - knowledge
that takes a long time to acquire - and all tasks related to material sourcing can be
performed.

Another critical regular process between branches and head office, that could be observed,
is the handling of lawsuits with customers, suppliers or subcontractors. In this case, the legal
department as well as the affected branch are involved. In this context, interviewee A1
stated: “Related to lawsuits, it is crucial that managers outside the legal department make the
decisions.” It could be observed that lawyers often do not see the big picture and tend to not
take into account all factors that have an impact on the company success when it comes to
lawsuits. According to numerous experts, the company lawyers focus on legal issues only.
This means that they figure out what possibilities the applicable laws provide to the studied
company and based on these findings, they make further decisions. With regard to this,
participant A1 mentioned: “Lawyers usually do not take into account the impacts of lawsuits
on existing customer relations. If we save 30,000 € through a lawsuit, but afterwards lose a
customer with an annual sales value of 500,000 € and an operational margin of 20%, which
is 100,000 € per year, we, as a company, did not make a good deal. Not from an economic
perspective.” According to various experts and as it was the case with the afore mentioned
behavior of the head office towards subcontractors, the top management should instruct the
lawyers in the legal department that economic decisions are made by the BMs. Lawyers
should have an advisory function. Not before a defined level of controversy is reached,

according to the experts, should the top management get involved.

Because of the decentralised organisation of the company and the resulting division of
labour, there are specialised experts in all the different departments of the company. For
instance, the employees in the IT department focus on IT issues only. The same goes for
legal issues or everything related to material sourcing. The decentralised organisation
provides numerous advantages, as all required tasks can be performed in a high quality
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manner by specialised experts and during a reasonable amount of time. However, in the
case of, for instance, an implementation of a new IT tool, the IT experts have to take into
account that the employees in the branches do not have their level of expertise. Therefore,
according to the interviewees, they have to organise in-house trainings prior to the official
implementation of the new IT tool. If they neglect to do this, the implementation of a new tool
could overstrain the staff in the branches. The consequence would most likely be chaos over
several weeks that would lead to major additional costs. In the studied company, it could be
observed that the implementation of new price calculation software was not communicated to
the BMs in time. Consequentially, no trainings were planned or at least not a sufficient
number of trainings. Therefore, when the software actually was implemented, most BMs did
not know how to use it. The consequence was that no quotes could be made in the interior
works division for several days. It was estimated that there were around 150 quotes that
could not be made. The costs that arose from this bad internal planning between head office
and branches were estimated at approx. 150,000 €. It was assumed that the total value of
quotes that could not be made was approx. 7.5 million €, with an average hit rate of 10%.
This leads to approx. 750,000 € lost order value including 20% standard operational margin,
which is 150,000 €.

The mentioned examples illustrate that the top management should always try to see the big
picture. It is crucial that an informed decision is made for each process and who should
handle it and make the final decisions. Otherwise, an adverse organisation and failed internal
planning could lead to unnecessary additional costs. It should be the top priority of the
management to avoid those costs and to use the decentralised organisation and the division
of labour to the advantage of the company. In this context, participant B5 mentioned: “Each
single service provided by the head office should be monitored regularly regarding to its
added value for the company and regarding the fixed costs. Based on these findings, the top
management should then decide whether the particular service is still needed, whether it
could be cancelled or whether it should be outsourced to the branches.” According to the
experts, due to new processes and circumstances, the instructions coming from the top
management with regard to the collaboration between head office and branches should be
reviewed on a regular basis. Otherwise, the experts mentioned, there is the risk of
disadvantageous internal proceedings that may cause additional costs.

Trustful relationship between branches and head office

According to various interviewees, a trustful relationship between the branches and the head
office departments is of great importance, especially in decentralised organisations where
the managers of different levels do not meet on a regular basis, In this context, interviewee

A6 mentioned: “The necessary trustful relationship between head office and branches and
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therefore between the different management levels can only be developed, if the company
has a good feedback culture, transparency and a good team spirit.” The afore mentioned big
picture plays an important role in this context, too. Expert B1 stated that although each
employee has a different responsibility in the everyday work, all employees have to keep in
mind that they work together with one mutual aim: the success of the company. He further
mentioned: “Every single employee has to understand that it is not his own interests or needs
that are most important here. Instead, we all have the same goal: to ensure lasting success
for the company.”

Numerous cases could be observed in the studied company that illustrate the dynamics that
can be set in motion by a bad atmosphere brought on by individual employees, if a trustful
relationship was not developed before. According to the experts, the decentralised
organisation even enhances this effect. For this reason, top managers in decentralised
companies should always be aware of the risks and focus on their limitation respectively their
avoidance. Four processes that need particular attention in this regard and that also have a
psychological component are discussed here in detail.

Disagreements between the legal department in the head office and the BMs in the branches
related to different issues connected with customers or subcontractors are a regular
occurrence in the company. The main expertise of the legal department is a very detailed
knowledge about the company’s possibilities with regard to the current legislation. The
responsible BM, however, takes into account the particular characteristics of a customer or
the character of the relationship to a subcontractor, as these aspects are his expertise. In
order to generate the greatest possible added value for the company, both parties have to
invest their particular expertise in order to find the best possible solution for the company’s
success. In this context, interviewee A4 mentioned: “It is not about who is right or who has
contributed more to the particular solution. Lawyers on the one hand and managers on the
other hand have to focus on the company’s benefits as a team.” In numerous observed
cases, the desired collaboration of legal department and affected branch was not detectable.
Mostly, the search for a useful approach ended in a power struggle between both parties.
Often enough, the focus of the parties was not on the facts, but on their personal interests
and needs. Numerous interviewees confirmed these observations in the conducted expert

interviews.

The second observed process concerns the monthly working hours of the construction
workers. These are documented in the branches. At the end of each month, these
documentations are sent to the central wages accounting in the head office after the
responsible PMs have checked the records. Afterwards, the working hours are accounted to

the particular construction site and the wages are paid to the workers. In the Central Wages
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department, the internal specifications require an additional random check. According to the
experts, this this is meant to be a plausibility check in order to identify possible slips. In the
studied company, however, many cases occurred where these routine random checks have
led to major disputes between the responsible employee in the wage accounting department
on the one hand and the affected PM in a branch on the other hand. Sometimes, even very
small deviations of less than 1 € were criticised by Central Wage accounting and the PM was
asked to correct the wage documentation of the entire month for this worker. Otherwise, it
was stated, wages for this worker could not be paid. In this context, interviewee B5
mentioned: “Those situations are hard to understand for the affected PM, who has to make
decisions on his sites that have a major impact on the company profits.” On the other hand, it
could also be observed that there are PMs in the branches who are not able to take criticism
at all. For them, each query from the wage accounting department is a personal affront. A
more trustful relationship and an understanding for each other’s perspectives could help to
avoid unnecessary conflicts and costs and could therefore contribute to the company profits.

Another internal process that requires a trustful relationship is the material sourcing process
that involves the Central Buying department in the head office and the responsible PM in the
branch. Various cases were observed where mistakes on one site or the other led to
additional costs. Usually, these mistakes are about wrong shipping addresses, delivery
dates, or even wrong materials. According to the internal company regulations, all materials
requests prepared by the PMs and send to the Central Buying department have to be made
in writing. In everyday work, however, this is not always possible, as very often the PMs do
not have the time to prepare a written materials request or simply do not have access to a
computer, as they are on their construction sites for several days in a row. In those cases, a
trustful relationship between the PM and the employee in the Central Buying department
would allow exceptions like a materials request via phone in order to meet the material
requirements on site as quickly as possible. If there is no trust between parties that are
involved in the process, the employee in the Central Buying department will always insist on
a written materials request. Otherwise, in case of a mistake, how would he be able to prove
his innocence? In situations like this, the employee’s focus is no longer on the mutual
company goals. Instead, according to expert A2, his personal goals are more important to
him and the parties involved in such conflicts will sometimes even start to work against each

other.

The fourth process that is discussed here is the entire communication between the
administrative departments in the head office on the one hand and the branch personnel on
the other hand. In the studied organisation it could be observed that often enough employees
do not communicate like partners but with a lot of barely hidden distrust. In this context,
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several experts mentioned that when issues arise that need clarification, they themselves or
their staff try to avoid direct communication with the administrative departments. They have
made the experience that this tends to end up in a mutual placing of blame. Still worse, it is
not only the communication between head office and branches that could be identified as a
problem here, it is also the way employees talk about their colleagues in the branches
respectively in the head office that is problematic. In this context, expert A6 mentioned:
“Mutual distrust between the head office and the branches is a common issue in
decentralised companies throughout the entire construction industry. | observed this in every
company | have worked for.” According to the expert, the reason for this phenomenon are
the different types of employees on both sites: the exclusively commercially versed
employees in the head office who do not leave their offices and therefore do not know about
the issues that may arise on the construction sites, and the exclusively technically versed
and more hands-on employees in the branches who mainly focus on the issues related to the
compliance with technical specifications, acquisition of customers, or issues regarding the
workers and who jump from construction site to construction site all day. Due to their
stressful everyday work, according to the expert, the employees in the branches are used to
improvising and often forget that there are various commercially driven principles that have
also to be complied with. On the other side, there are the commercial employees, who are
used to working very accurately. These differences are the roots for the afore mentioned
mutual distrust that could be observed throughout the entire company.

Most interviewees agreed that these time-consuming and sometimes expensive issues could
be avoided, if the management implemented clear internal specifications regarding the
competences that described the rights and obligations of all departments in detail. In a
second step, the top management should demand as well as work on a trustful working
atmosphere between all employees. Otherwise, the issues between head office and
branches cannot be solved permanently.

Cooperation between branches

Numerous interviewees pointed out that, in addition to the afore mentioned trustful work
relationship between branches and administrative departments, a good cooperation among
the branches is of vital importance as well.

In this context, participant B3 stated: “One part of a good cooperation between the branches
is the mutual support of customers who are affected by an overstrained order situation in
their branch of choice” According to several experts, this is also a very effective way of
compensating peaks and valleys in the branch order books. Through the mutual support of
customers, a branch with a no capacity situation will receive support from another branch
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that currently searches for new orders. Another situation might be that a customer of a
particular branch has a possible construction site that is located in the territory of another
branch. In this case, a good inter-branch collaboration is important, too. If the mutual support
system between the branches was not stable, the customer would be lost to a competitor. In
this case, the BM of the branch that is interesting for the customer and his planned
construction activity depends on the other branch to supply all details and information about
this customer. Only if this flow of information between the branches is active and well-
structured, all parties involved are well briefed and there is a good chance of not losing the
order to the competition securing the sales and the margin for the studied company.

Several cases could be observed in the studied organisation, where a BM informed another
BM about a customer who, at that time. built in the territory of the this BM. Often, the
branches able to keep the customer in the company that way instead of losing him to a
competitor. In 2015, for instance, it could be observed that one BM informed another BM
about a large construction site of one of his regular customers in the other BM’s territory. The
order could be acquired and an order value of approx. 3 million € and a margin of 25%,
which is 750,000 €, could be kept in the company. The basis for this kind of cooperation is a
mutual trust in the skills of the other branches. Unfortunately, it could also be observed that
BMs did not inform other branches about regular customers’ construction sites, as these BMs
did not trust in the skills of the other branch. They feared that issues on the construction site
would encourage the customer to see the studied company as a whole as deficient and
might therefore end the entire business relationship. In this context, interviewee B3
mentioned: “In our branch we had this one case, in which another branch caused issues on a
construction site of one of our regular customers. Afterwards, because of these issues, the
customer ended the business relationship with us. We, as a branch, lost approx. 500,000 €
of annual sales although we had no influence on the procedures on that particular
construction site at all.” The conclusion is that the decentralised organisation offers special
opportunities that only this kind of organisation can offer. However, if there is no basis of trust
between the BMs in the skills of the other branches, these opportunities are not made use of.
According to the experts, instructions by the top management are not very useful here, as
the BMs would rather try to bypass those instructions in order to protect their customers and
therefore the success of their branch then to comply with the instructions. Instead, the top
management should find ways to create and nurture a relationship of mutual trust between
the BMs. This could, of course, be a long-term process, according to numerous participants,
but it is the only viable solution, if the top management intends to make use of the

opportunities offered by a decentralised organisation.
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Another important area of cooperation between branches is cooperation based on the
special technical knowledge of individual branches. It could be observed that several
branches have specialised in particular technical niches. For instance, one branch has
detailed technical knowledge with regard to the production of doors, another branch has
detailed skills regarding luminous ceilings and a third one has experience with the
construction of special raised floors with compartments where the customer can place
electrical cables or other technical equipment. In this context, interviewee A8 mentioned:
“These special technical skills are door openers for the entire company. On their own, they
might not generate large sales. But, if we use these skills smartly, we are able to acquire
additional orders because we have sparked the interest of customers with this kind of special
technical knowledge.” Many experts support this point of view. Several experts named the
issue of mutual trust as crucial as well. Those three put together, good support between the
branches to keep the customer, the development of trustful relationships between the
branches and the combined offering of specialised technical knowledge, are the basis for any
purposeful cooperation.

Another opportunity for support and cooperation between the branches is the acquisition of
external workers. Often, this is necessary during peaks where a shortage of manpower might
occur. A branch needs between 30 and 60 workers in average to achieve the annual target
sales. However, according to the experts, there are periods of time where this need for
workers increases to more than 100 workers. With regard to these peaks, interviewee A6
mentioned: “In times of need for additional manpower, it would be great, if the branches
helped each other out with external workers that are expendable in other branches.”
According to the expert, this is only possible, if the BMs agree to share their subcontractor
contacts with other BMs. As these subcontractors are a delicate issue, as was already
explained above, most BMs are not willing to do this. They fear that the other BMs would
keep these external workers longer than actually agreed upon and if that happens, they
might get problems on their own construction sites.

In this context, participant A8 stated: “If the top management wishes to establish a reliable
cooperation between the branches, it should ensure that the BMs have an incentive to want
to cooperate with other branches in their everyday work.” Several experts share this opinion.
During the interviews they made clear that team spirit and mutual trust are lacking and need
to be developed and practiced by all stakeholders that are involved in the daily processes of
the company.
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Compliance with internal specifications

According to numerous interviewees, the compliance with internal specifications is another
critical factor in decentralised organisations. Those internal specifications, that are usually
defined by an in-house management system, have multiple purposes. In this context, expert
D1 mentioned: “On the one hand, they help to ensure that processes within branches or
between head office and branches are handled in the same way throughout the entire
company, on the other they ensure that certain external specifications - e.g. legal
requirements - are met by the company employees during all steps of the working process.”
Participant A2 stated: “If in a decentralised organisation every employee carried out the
different processes as he or she sees fit, the top management would soon lose track of
things and the results would no doubt be chaotic. A certain standard is needed. A
management system that all employees have to comply with.”

In the studied organisation, several cases could be observed in which compliance or non-
compliance with internal specifications had a big influence on the company success.

The internal specifications of the studied company dictate that a branch has to bind a
subcontractor in a written contract before any contract with a customer can be signed by the
responsible BM. Otherwise, according to expert D1, the branch has no planning reliability. In
this context, he mentioned: “If a subcontractor is not reliably bound in time, the company
cannot ensure that the required amount of workers will be available if the construction works
commence. In addition, the branch cannot estimate exactly how expensive these workers will
be. If a subcontractor realises that we do not have bound another subcontractor so far, he
will try to take advantage of that situation and offer high prices to us.” In this context it could
be observed that, in 2014, a branch did not commission a subcontractor before the customer
contract was signed. One week before the construction works were planned to commence,
the responsible BM contacted the MD to communicate that he still had not found a
subcontractor who was willing to agree to the calculated prices. The order value of the
construction site was approx. 2 million €, the margin approx. 20% which is 400,000 €, the
calculated costs for subcontractors approx. 700,000 €, and the amount of necessary workers
approx. 30. The fact that during this time there was a lot of activity on the German
construction market made matters even worse because most subcontractors were fully
booked. Because of this, the responsible BM was not able to find a sufficient number of
external workers. In the end, own workers from the Polish subsidiary company had to be
hired to carry out the construction works. The big disadvantage was that these workers are
paid per working hour and not per unit as external workers are. In addition to that, due to the
very short-term solution, the hourly rates were higher than they would have been in case of

an early commissioning. When the construction work was over after approx. six months, the
170



total labour costs had reached more than 1.1 million €. Due to these additional costs, the

entire calculated margin of 400,000 € was equalised.

Another observation that was being made concerned the structure of the in-house job
folders. Each PM has to create a job folder for every order that he is responsible for as soon
as this order is commissioned by the customer. This folder contains all documents that are
important for the particular order - e.g. price calculation, customer contract, contracts with
subcontractors, material requirements forms for the Central Buying department, delivery
notes and technical data sheets of all installed materials - in a certain order. In this context,
participant A9 mentioned: “The folder order ensures that employees, who are not familiar
with the details of a particular order can work on this order, too. Especially, the lawyers who
work with the company legal department depend on the correctness of all order folders.” It
could be observed that especially the technically versed PMs in the branches do not focus on
the correctness of the order folders. Interview C2 stated with regard to this: “If everything
goes right and at the end of the construction process the customer pays our bill, nobody will
care for the job folder. But if something goes wrong and the paperwork and therefore the
lawyers’ work become important, the company success might just depend on this job folder.”
In this context, it could also be observed that even a single missing document in a job folder
can have a great impact on the company profits. In a case observed in 2012, it was forgotten
to file a notice of delay that was written and sent to the customer by the responsible PM at an
early stage of the affected construction site. In the end, the company was not able to keep
the once agreed completion date and the customer decided to sue for compensation. The in-
house lawyer who was responsible for this case did not see a chance to avoid the
contractually agreed fine for late completion and considered accepting it. Just before he did
so, the responsible PM found the notice of delay he had written the previous year. This
notice of delay was proof that it was not the company’s fault that the completion date could
not be kept, but the fault of another construction company that had worked on the
construction site in question prior to the studied company. This single sheet of paper
prevented the company from having to pay a fine of approx. 100,000 €. If the responsible PM
had focused on the correctness and therefore completeness of the order folder, the case
would have been clear from the beginning. Another process, where the regulation by the
management system is of great importance, is the materials procurement that is carried out
by the Central buying department in the head office. The PMs are instructed to inform the
Central Buying department by using the material requirements form. According to the internal
specifications, no branch is allowed to order materials directly from the supplier. In this
context, participant B7 mentioned: “There are numerous reasons why branches are not
allowed to order materials directly. For one, the central buying department gets lower

purchase prices. In addition, this approach avoids situations where a supplier tries to
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influence the company PMs in order to generate higher sales. The employees in the central
buying department are far away from the suppliers and totally neutral in their decisions.”
Nevertheless, various cases could be observed in which PMs did not comply with this
specification and ordered materials directly. The additional costs that arose through this

could not be estimated.
Quick decisions in spite of a decentralised organisation

In all decentralised organisations, situations may occur that make top management
involvement and quick decisions necessary. According to the experts, those quick decisions
are necessary in order to equalise the disadvantages that come with large distances

between the branches, different management levels, construction sites and decision makers.

With regard to top management decisions in decentralised construction companies,
interviewee A9 mentioned: “It is crucial that there is a constant flow of correct information
towards the top management. All CMs and PMs have to comply with the instructions of the
management system related to in-house data processing. Otherwise, the responsible MD is
not able to understand and process the incoming data.” In this context, participant B7 stated:
“With regard to typical everyday situations that make quick decisions necessary, a clear
definition of all terms is crucial. Every employee who is involved needs to know what sales,
itemised costs, labour costs, material costs and operational margin exactly mean. If this is
not the case, managers will not understand each other and there will not be a joint basis for
decision making.” In order to provide such a reasonable basis for decision making to the top

management, the aforementioned compliance with internal specifications is crucial.

Various situations could be observed in the studied organisation that made quick decisions
necessary. The most common situation that makes a quick decision by the top management
necessary is the everyday bidding process. The BMs have an individual limit - usually
between 200,000 € and 1 million € quotation value - up to which they are allowed to make
quotes to the customers on their own. For quotes above that limit, each BM has to contact
the responsible MD and ask for his approval. In this context, interviewee A8 mentioned: “All
BMs have to calculate in the same way so that the MD is able to understand the entire
calculation in a reasonable period of time. If each BM used his own approach, the MD
approval of each quote would take hours and hours.” Several experts mentioned that it is
crucial that the company provide technical capabilities that make the joint work on a quote
via internet possible. With regard to this, interviewee B3 stated: “Usually, the BM uploads the
quote in a particular folder on the in-house server and contacts the MD. Afterwards, both
managers work together online on the quote until the MD is satisfied with the entire quote.
Sometimes even single unit prices are discussed. Only when the MD is completely happy
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with the entire quote, the BM is allowed to send the quote to the customer.” According to the
participants, this quote approval process takes place several times a day. Therefore, it is
critical that the company provides efficient internet capabilities for joint work of the described
kind.

Another situation that demands quick decisions by the top management are periods of time,
where the hit rate of quotes drops below 10% for more than a few weeks. If this occurs, the
BMs depend on a quick decision by the top management, as all BMs have individual
minimum margins - usually between 15 and 23% - below which they are not allowed to
calculate at all. In special cases, the top management needs to decide if the BMs may go
below these minimum margins in their price calculations for a certain period of time to
generate orders and therefore to avoid empty order books. According to numerous experts,
those crucial decisions have to be made by the top management, as they are likely to have
a long-term impact on the company success. According to them, BMs are mainly responsible
for purely operational decisions.

In the studied organisation, it could be observed that BMs often take part in contract
negotiations in their regions on their own, as the high amount of contract negotiations make it
impossible for the MDs to join every single one of them. As many contract negotiations take
a different course than previously planned, it is common that during contract negotiations
decisions by the top management are required. According to expert A8, those decisions may
concern the price, the time schedule, conditions of payment, or the required quality of the
construction works. If the order value to be negotiated exceeds the particular BM’s limit for
any of those reasons, a quick decision by the top management is required.

In addition, it could be observed that in the case of issues between the studied organisation
and customers, it is the BMs’ responsibility to try to negotiate compromises in order to avoid
lawsuits. Those issues can relate to technical defects, outstanding payments, or scheduling.
Often enough, the responsible MD cannot join the particular negotiations. Therefore, the BMs
have to lead these negotiations on their own and contact the responsible MD before final
decisions are being made.

Staff-related issues in decentralised organisations may also require quick decisions.
Because of the high number of branches, the decision makers are not able to take part in
every job interview. Sometimes, decisions need to be made without meeting the particular
candidate in person. In those cases, the top management relies on the opinion of the
managers that took part in the interviews.

All cases have in common that the actual decision makers were not able to develop a

reasonable basis for decision making as they were not present during the particular
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negotiation or job interview. Instead, they depend on the opinion and groundwork of other
managers. For the company success, according to numerous experts, it is critical that every
manager that is involved in a particular process knows what information the decision maker
needs to receive in order to be able to make a reasonable decision. In addition to these
factors caused by the decentralised company organisation, there are also the factors caused
by the fast moving construction industry that increase the need for quick decisions.
Especially in the construction industry, the circumstances that affect necessary decisions
concerning a particular construction site or customer can sometimes change within a short

period of time.

46  Possible designs of MASs developed via the CSFs identified

4.6.1 Introduction
This section describes the results regarding the second research question: What are
possible designs of MASs developed via the CSFs identified and tailored for the needs of the

different management levels?

The management in the studied organisation is divided into the following levels:
1. PMs,
2. BMs, as well as
3. MDs.

In the studied organisation, there are two MDs subordinate to the company owner who is
located in the head office. Both share the responsibility for all company branches. Each
branch is managed by a BM, who is located in the particular branch. In the individual
branches, there are several PMs that are technically and commercially responsible for
multiple sites. On large construction sites there is a CM, who is located on the particular site.

The CSFs that were presented in section 4.5 are now sorted according to the different
management levels of the studied organisation. This sorting process is mainly based on the
findings from the process/meeting observations as well as the semi-structured expert
interviews. A CSF can appear on multiple management levels. Within the individual
management level groups, the CSFs are sorted into different categories: customer-,
construction management-, staff-, and decentralised organisation-related. The priority of the
CSFs within the different categories is based on the rankings identified in the expert
interviews. Due to the large amount of generated data, the Top 5 CSFs of each category and
management level will be explained in detail in this chapter.
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The individual management level groups mark the basis for the different MASs tailored for
the special needs of the different management levels mentioned above. In the end, for each
management level a particular MAS is generated, which covers all CSFs that underlie the
particular goals of this management level. These individual MASs support the managers in
question to focus on the few working areas (their CSFs) that have a strong impact on the
achievements of their particular goals and therefore on the achievements of the overall
company goals. However, the CSFs and associated measurements developed in this thesis
are an addition to the still necessary traditional target-performance comparisons with regard
to sales, margin, fixed costs, and pre-financing. An identified CSF might fit multiple company
goals. In such a case, the particular CSF is assigned to the company goal that fits the
context most. One specific CSF might fit different company goals, depending on the area of
responsibility of this management level. Normally, long-term company goals are the company
owner’s responsibility, as he provides the strategy. But the company’s employed managers
also have an influence on the long-term company goals in their everyday work life. For
instance, to become a first class employer, the BMs and PMs have to respond to employees’
private needs in everyday work life. Therefore, an SSF might fit a medium- or even long-term
company goal. The lines between sort-, medium-, and long-term goals and therefore
between SSFs, MSFs, and LSFs are blurred.

There are connections between the results related to RO2 and the Balanced Scorecard-
approach, which is a strategy performance management tool that can be used by managers
to keep track of the execution of activities by the staff within their particular area of
responsibility (similar to the CSFs-approach) and to monitor the consequences arising from
them (Balanced Scorecard Usage Survey, 2018). The Balanced Scorecard-approach takes
into account the points of view of several stakeholders (e.g. customers, staff, contractors,
and finance providers). The illustration of the results related to RO2 is similar. The author
intends to take into account different stakeholders, who are all important for the company’s
success: customers, contractors (here especially subcontractors), staff and HR development,
and the finance providers and company owners’ points of view. This is especially evident in
the higher management levels’ MASs (BMs and MDs), as their area of responsibility is wider
than the one of the lower management levels and therefore takes into account more
stakeholders.

Target values that are determined in the developed MAS will have to be checked in business
practice and adjusted if necessary.

4.6.2 MAS for PMs
In the studied organisation, it could be observed that the area of responsibility of a PM is

complex and multi-layered. The PM is responsible for several construction sites at the same
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time. Therefore, according to interviewee A8, the PM’s job is divided into approx. 50%
working time in the office and 50% working time on the construction sites. Due to this
proximity to the construction sites, the PM’s job mainly consists of operational and therefore
short-term goals that can mainly be divided into customer-related goals, construction
management-related goals, and staff-related goals.

For example, the PM is responsible for the assembly personnel, material and equipment
disposition, subcontractor management on site, as well as the technically and economically
successful completion of the construction sites. Furthermore, the PM advises customers in
all phases of the construction site. This includes coordination of framework conditions, such
as: schedule, terms of payment, type and quantity of scope of work, warranties, and
realisation of all obligations arising from the particular contract. In addition, he ensures the
compliance with all relevant standards, laws, directives, and regulations of his projects. He is
responsible for the prompt invoicing of executed works, the monitoring of incoming payments
and the management of project-related correspondence.

Table 13 illustrates the Top 5 customer-, construction management-, and staff-related CSFs
identified in the PMs’ area of responsibility.
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Staff related CSFs

SSF- permanent sales SSF-  to develop SSF-  employees’ health
01 activity 09 partnerships with 21
subcontractors

SSF- to ensure SSF- timely billing SSF- honest internal

03 professional 13 24 communication / flow
handling of first of information
order (new
customer)

SSF- permanent sales SSF- to recognise SSF- to respond on

02 contact person for 06 addendum potential at 23 employees’ private
regular customers an early stage needs / support of

family and partner

SSF- to develop a good SSF- torealise addendums  MSF- to offer perspectives

08 reputation 07 05 to employees
MSF- to develop personal SSF- to observe new MSF- internal feedback
24 relationships to 16 customers closely 11 culture

(regular) customers

Table 13: Top 5 CSFs in the PMs’ area of responsibility (own table).

Although the PM’s everyday tasks are mostly operational, he has influence on all short-,
medium-, and long-term company goals (Section 4.3). It is the BM’s task to supervise the
individual achievements of CSFs of the PMs.

Achieving the target sales, margin, and result (short-term company goal)
SSF-01 permanent sales activity

In the studied company it could be observed that the personnel, which is located on site, is
indeed the first and therefore crucial contact for the customers. Within everyday work life, not
the BMs or MDs get in touch with the customers, but the personnel on site: CMs and PMs. In
order to ensure customer satisfaction and therefore future orders, it is crucial that the site
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personnel is aware of this role. Interviewee A8 mentioned in this context: “For our customers,
it is mainly the PMs or even the workers who represent our company." Related to this CSF, it
is not possible to develop a classic performance figure in order to measure the particular
PM'’s performance with regard to her/his permanent sales activity. Therefore, in order to still
ensure the achievement of this CSF, the studied company has to conduct regular sales
trainings for the PMs. In these trainings, the PMs learn the basic rules for sales activity, and
even more important, they are made aware of their important role as representatives of their
company and sales staff. This is crucial, as it could be observed that especially technically
oriented staff often fails to understand the importance of the customers. In many cases, it
could be observed that customers were treated in an unprofessional way. For instance, it
could be observed that a PM argued with a customer about a technical problem on a
construction site, instead of technically supporting the customer and trying to acquire an
addendum.

SSF-03 ensuring professional handling of first order (new customer) (professional conduct of

construction works)

Ensuring a technically and economically professional handling of orders - especially the first
orders of new customers - is a further CSFs identified within the PMs’ area of responsibility.
According to interviewee A7, the professional handling of orders includes all processes of the
construction site management, but especially the compliance with current technical norms
and the particular customer’s target schedule. According to the experts, a construction
company should ensure the professional handling of orders through regular technical
trainings for its PMs. In addition, the Top 5 sites (according to order value) should be
indicated in the PM’s MAS incl. order value, current itemised costs, construction time, current
position of accounts, as well as previous incoming payments. Moreover, the Top 5 open
invoices should be indicated. These important commercial figures ensure that the PM is
informed and in the position to act in time, when problems in his/her area of responsibility
appear.

SSF-06 recognising addendum potential at an early stage

The recognition of addendums at an early stage is a further identified CSF. The PMs must be
able to understand the entire schedule of services of a particular construction site. And, even
more importantly according to the experts, they must know which services were forgotten
within the schedule of services and/or which services cannot be conducted in the way that
was planned in the schedule of services. Indeed, this ability is only the basis for the next
CSF: the realisation of addendums.

SSF-07 realising addendums
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According to most interviewees, the realisation of addendums is one of the most important
tasks of a PM. As the present competitive pressure has led to low prices on the construction
market, the realisation of addendums became more important. In this context, participant A7
stated: “The realisation of existing addendum potentials is the only effective opportunity that
construction companies have in order to ensure margins that are sufficient to cover the
existing fixed costs. The present quotation prices are simply not high enough.” According to
the interviewees, another crucial factor related to addendums is the fact that usually
addendums contain a higher margin than the original quotation prices. The PMs’
performance related to this CSF can and should be measured. Therefore, all addendums
acquired by the particular PM have to be documented. The construction company has to
define target figures for the PMs, e.g. each PM has to make additional 10% of sales with
addendums in addition to his actual target sales. In the above mentioned example of 1.5
million € target sales, the PM would be instructed to acquire additional 150,000 € sales
through the realisation of addendums, which would lead to 1.65 million € annual target sales.

SSF-21 the employees’ health

The construction workers on site are crucial for the company success. Due to the shortage of
manpower - especially in the construction industry - a construction company has to ensure
the compliance with work safety regulations at all times. As the PMs are the managers, who
are closest to the workers in everyday work life, they have to take care of the workers’ health.
In addition, it was observed in the studied organisation, that many customers are concerned
about the compliance with work safety regulations, too. The achievement of this CSF can be
measured by a performance figure. The number of work accidents within the particular PM’s
area of responsibility divided by 20,000 working hours. As one construction worker usually
works approx. 2,000 hours per year, the performance figure illustrates the amount of work
accidents in relation to ten workers over an entire year. The company should accept a

maximum of 1 here.
Improving the liquidity position (medium-term company goal)
SSF-13 timely billing

Timely billing is a further identified CSF with a large impact on the operational result.
According to the experts, it is the PM’s job to invoice delivered services as soon as possible,
in order to avoid unnecessary high interest expenses. It could be observed that the sooner a
PM invoices delivered services, the better he can remember all the details on the particular
construction site that is being invoiced. In this context, interviewee B7 stated: “The later the
PM writes the bills, the more services he forgets to invoice.” With regard to this CSF , the

performance figure in the MAS is the amount of pre-financing in days. Each PM has a target
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sales figure - for instance 1.5 million € per business year. The studied company could
instruct all PMs to have to stay below 60 days of pre-financing. In the case of 1.5 million €,
this would mean a maximum of approx. 246,575 € (1.5 m € x (60/365 days)). The calculation
of pre-financing is simple: (all itemised costs plus the surcharge for the calculated margin)
minus all previous incoming payments. The example of 60 days is realistic, as usually the
customer contracts allow only one invoice per month and common terms of payment are

between 14 and 30 days.
SSF-16 close observation of new customers

As the PMs are the managers that spend most of their working hours close to the customers
on the particular construction sites, it is their job to observe (especially new) customers
closely. In the studied organisation, many cases could be observed, in which PMs did not
observe customers closely. According to most participants, problems or even a lawsuit
between a customer and a construction company do not occur out of thin air. Usually, those
issues are the consequences of prior occurrences like quality or schedule issues on site. If
the responsible PM observes the customers respectively their reactions to the particular
problem closely, further issues can be avoided. For example, the PM in question could
approach the customer in order to discuss the problem openly or, in major cases, ask his BM
for help. The PMs have to learn how the standard personal issues on construction sites can
be solved, before further expensive problems or even lawsuits with impacts on the liquidity
position arise. Therefore, a construction company should provide special psychological
trainings for its PMs. A direct performance measurement related to the PMs’ observation of
customers is not possible. In any case, all lawsuits and the responsible PMs should be

documented in order to be able to draw long-term conclusions.
SSF-24 honest internal communication / flow of information

Honest internal communication and therefore a constant flow of important information
towards the responsible BM is another identified CSF. According to the experts, it is crucial
that the PMs do not cover up possible problems on the construction sites. In the studied
decentralised organisation, numerous cases could be observed in which PMs who hid
information caused major lawsuits with big impacts on the company liquidity and operational
result. In this context, interviewee A8 mentioned: “If there is a problem on a site, PMs have to
inform the BM at an early stage. As a team we can solve most problems best. If the PM tries
to solve the problems on his own in order to hide his mistakes, very often the company ends
up losing large amounts of money.” In addition, according to numerous experts, most major
lawsuits with customers could have been avoided, if the responsible PM had informed the
responsible BM immediately. Furthermore, a construction company should provide special
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trainings for the PMs that tackle teamwork issues. In addition, the BMs and MDs have to
remind the PMs again and again that all company managers should work together as a team.
Again, it is not possible to measure the PMs’ performance related to this CSF with a classic
performance figure. However, all issues respectively economical losses due to bad in-house

communication should be documented in order to draw long-term conclusions.
Increasing future profits (medium-term company goal)
SSF-02 permanent contact person for regular customers

Usually, the BM acquires new customers. When the acquisition process as well as the
contract negotiations is over, it is the PM, who has the closest contact with the (new)
customer. According to the interviewees, in the beginning, new customers tend to still contact
the BM in order to discuss everyday issues on site. To relieve the BM, who has to deal with
all customers of the branch, the PM has to take over and to become the regular contact
person. According to participant A8, “contact person” means being available for the particular
customer where- and whenever possible. The customer must get the impression that he gets
the best possible service. The BMs have to remind the PMs on a regular basis that this CSF
is one of the most important tasks as a PM. It is not possible to implement this CSF into the
MAS as a performance figure. Instead, the responsible BM needs to supervise the service
that his PMs provide to the branch customers in detail. These findings have to be part of the
annual appraisal interview between PM on the one hand and BM as well as MD on the other
hand.

SSF-08 development of a good reputation

The development of a good reputation is another identified critical factor. According to
numerous experts, a good reputation as a construction company is founded on the quality of
the work they deliver and on their adherence to schedules. Ensuring these both aspects is
the essence of what a PM’s work is about. It is crucial for the company reputation and
therefore for the future profits that the PMs focus on this CSF. A PM in a construction
company must be well-trained with regard to the company reputation and how to uphold it. A
construction company should also conduct customer surveys on a regular basis in order to
figure out how the customers perceive the company respectively its strengths and
weaknesses. In the analysing process it is important that the customers and responsible PMs
are connected. The rating of the customers should then be presented to the responsible PM,
so that he/she can draw conclusions from it. For example, participant A7 suggested to
provide the ratings of the Top 5 (according to annual sales) customers to each PM.

MSF-24 developing personal relationships to (regular) customers
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The development of personal relationships to the customers, respectively their
representatives on the sites, is another CSF that affects the PMs. In the studied organisation,
it could be observed that branches that have managed to develop those personal
relationships to the customer representatives on site generate much higher profits. The
analysis of the internal commercial documents confirms these observations. The successful
implementation of this CSF in everyday work life is very individual as it depends on many
factors, such as the willingness of the particular customer representative to develop a
personal relationship that goes beyond the actual everyday work on site. The company
should at least ensure attempts to develop personal relationships between its managers and
its customers. In this context, the construction company should expect from its PMs to
conduct a customer event with each of his/her Top 5 (according to annual sales) customers
per year. Such an event could for instance be a joint visit of a sporting event. As a reminder
for the particular PM, these customer events with his/her Top 5 customer representatives
should be part of the PM'’s individual MAS.

SSF-09 developing partnerships with subcontractors

The development of partnerships with subcontractors and the acquisition of further
subcontractors is another critical factor. As the PMs are the managers who are in contact
with the subcontractors in everyday work life, they are the major contact persons for the
subcontractors. According to various experts, many subcontractors are looking for long-term
partnerships. They share this interest with the company management. In order to develop
these important partnerships, according to participant A7, a mutually trustful relationship is
crucial. This means, that both parties have to be honest with each other at all times. In the
studied organisation it could be observed that some PMs tried to improve their profits by
shortening the payments to the particular subcontractor. According to the experts, in times of
worker shortage, this is not a practicable way of conducting business. In order to measure
the achievement of this CSF, a construction company should measure the proportion of long-
term subcontractors used by the individual PM. In this context, a construction company could
specify, as a reasonable target value, that each PM use at least two-thirds subcontractors
that have been working for the company for three years or more.

Developing successors for BMs, PMs, and CMs (long-term company goal)
SSF-23 responding to the employees’ private needs / support of family and partner

In times of worker shortage, the response to an employee’s private needs is a CSF in
decentralised construction companies. According to the experts, construction companies
have to avoid fluctuations within staff at almost any cost. A PM is responsible for approx. 2-4

CMs and approx. 20 internal and external construction workers in his/her everyday work life.
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Therefore, it is crucial that the PMs understand that the subordinate staff should feel
comfortable in their current position. As the PM is in contact with the CMs and workers
almost all the time, he/she is the manager with the biggest influence on the working
conditions of the CMs and the workers. As it is not possible to measure the performance
related to this CSF directly, a construction company should raise the PMs’ awareness for the
needs of the employees they are responsible for. Moreover, all complaints from the particular
PM’s area of responsibility should be documented. If there are multiple complaints, the
company has to contact the PM in question to find a solution that benefits the company.

MSF-05 offering perspectives to employees

To offer perspectives to the employees is another CSF identified in decentralised
construction companies. According to the experts, most young employees expect
perspectives in their work life. In the studied organisation, many young employees could be
observed who hold a close contact the company HR department in the head office in order to
be well informed about possible career opportunities in the company. In this context, the PM,
too, has to communicate with the young colleagues in his/her area of responsibility on a
regular basis. In addition, he/she has to identify existing potential among the personnel and
communicate this potential to the BM. It is not possible to measure the PMs’ performance
related to this CSF directly. As a reminder, the Top 5 construction workers and CMs in the
particular PM’s area of responsibility incl. their training levels could be documented in the
PM’'s MAS.

MSF-11 internal feedback culture

The internal feedback culture is a further important factor in decentralised construction
companies. According to the experts, young employees expect an open communication
within the company and therefore between the different management levels as well. As the
PMs are responsible for the site personnel, they should provide open and honest feedback to
all employees within their particular area of responsibility. In addition, the PMs should
encourage feedback from the site personnel towards their own person. In the studied
organisation it could be observed that especially older managers have problems with regard
to this form of interpersonal openness. A direct measurement of the PMs’ performance
related to this CSF is not possible. A construction company should provide psychological
trainings for its PMs in order to achieve this important CSF.

An exemplary MAS for PMs consisting of classic target-performance comparisons and CSFs
identified is attached to this thesis (Appendix 22). This chart should be provided to the PMs

on a regular basis.
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4.6.3 MAS for BMs

In the studied organisation, it could be observed that the area of responsibility of a BM is
complex and multi-layered. The BM is responsible for the customer acquisition and all
construction sites within his branch at the same time. Therefore, according to interviewee A8,
the BM’s job is divided into approx. 50% working time in the office, approx. 30% working time
with the customer, and approx. 20% working time on the construction sites. The BM'’s job
mainly consists of operational/tactical and therefore short-/medium-term goals that can
mainly be divided in customer-related goals on the one hand and staff-related goals on the
other hand. In addition to that, a few construction management-related goals are of

importance as well.

For example, the BM is responsible for the acquisition of new customers and the
development respectively the support of regular customers. He documents customer and
object data and reports to the responsible MD. Furthermore, he is responsible for the price
calculations and the ensuring of bidding on schedule as well as tracking of placed offers. He
is responsible for the conduct and documentation of contract negotiations (price, terms of
payment, schedule, warranties), and the monitoring of customer creditworthiness. In addition,
the cost and result control of each construction site within his area of responsibility is part of
his responsibilities. He also has to deal with all issues related to the branch employees, as
for instance the identification and support of existing potential within his staff.

Table 14 illustrates the Top 5 customer-, staff-, and construction management-related CSFs
identified in the BMs’ area of responsibility.
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Staff related CSFs

MSF- to develop personal "MSF- bonuses for PMsand ~ SSF- to develop
24 relationships to 01 CMs 09 partnerships with

(regular) customers subcontractors

MSF- to develop regular MSF- to offer perspectives to SSF- right construction site
10 customers from new 05 employees 20 / customer to right
customers PM

SSF- market-driven (and  MSF- team spirit / working SSF- to observe new
04 customer-driven) 08 atmosphere 16 customers closely

price calculations

SSF- continuous incoming MSF- internal transparency / SSF- good interaction

05 orders 12 clearly formulated and 14 between BM and
communicated commercial
competences personnel

SSF- permanent sales MSF- to demand and SSF- to pass risks from

01 activity 06 promote responsible 22 customer construct to
work subcontractors

Table 14: Top 5 CSFs in the BMs’ area of responsibility (own table).

Although the BM’s everyday tasks are mostly operational and tactical, he has influence on all
short-, medium-, and long-term company goals (Section 4.3). It is the MD’s task to supervise
all CSFs achievements of the BMs.

Achieving target sales, margin, and result (short-term company goal)
SSF-04 market-driven (and customer-driven) price calculations

The price calculations are mostly conducted by the BMs. A market- and customer-driven
price calculation ensures a sufficient order inflow (market-driven) on the one hand and
highest possible margins (customer-driven) on the other hand. Therefore, this CSF marks a
major premise for the economical success of a construction company. BMs should get
regular trainings related to new materials or new ways of installing certain materials in order
to be always up to date about the most efficient installation methods available. The
performance with regard to this CSF can be measured by the so-called hit rate
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(commissioned quotes / total amount of quotes). A common hit rate is approx. 10 %. The
MAS should include a hit rate related to the amount of quotes (100 orders / 500 quotes =
20%) and the overall values in Euros (100,000 € total order value / 800,000 € total quote
value = 12.5 %).

SSF-05 continuous inflow of orders

Ensuring a continuous inflow of orders is one major task in the BM’s area of responsibility. In
this context, according to the experts, the BM has to avoid longer periods of time without
incoming orders as well as periods of time with order peaks. The performance related to this
CSF can be measured. Therefore, the annual target sales are divided by twelve months (e.g.
6 m € annual target sales / 12 months = 500,000 € monthly target order income). The entire
order inflow should be documented in the company and added to the BMs’ MAS as a target-

performance comparison.
SSF-01 permanent sales activity

Another task of the BMs in a decentralised construction company is ensuring permanent
sales activities. While the PMs are responsible for the sales activities connected to existing
customers, the PMs have to discover which companies are potential new customers. Once
these companies are identified, the BM organises a personal meeting with this potential
customer respectively its representatives. In order to be in the position to measure and
analyse the BMs’ performance related to this CSF, a decentralised construction company
should instruct its BMs to create protocols of all personal meetings with potential new
customers. In addition, a total amount of those personal meetings should be determined for
each year between responsible MD and the BMs. The current achievement of the CSF
should then be documented as a target-performance comparison in the BMs’ MAS.

SSF-20 right construction site / customer to right PM

According to the experts, pairing the right PM with a particular construction site is a critical
factor. The personal relationship between a particular PM and a customer is crucial here. A
decentralised construction company should make its BMs aware of the importance of this
CSF on a regular basis. A direct performance measurement is not possible.

SSF-14 good interaction between BM and commercial personnel

Although it is the BM'’s job to present the economical figures to the responsible MD, it is
common that the commercial personnel in the branches work on the economical figures like
sales, costs, and margins in everyday life. Nevertheless, once a month when the monthly
result is determined, the BMs have to deal with their economical figures in detail. If the
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collaboration between BM and commercial personnel is a good one, the economical figures
incl. target-performance comparisons that are communicated to the responsible MD are
correct and sound. However, if the particular BM does not focus sufficiently on the
economical figures and the collaboration with his commercial personnel is rocky, it could
happen that the communicated figures are not correct. Cases in which economical figures
that were communicated by a PM are not correct need to be documented. If those cases
occur, a decentralised construction company needs to train the particular manager until
he/she is able to deal with the economical figures in detail. Due to the decentralised
organisation it is crucial that all affected managers understand all economical figures. In the
BMs’ MAS, it should be documented if the last monthly results were correct, or if deviations
could be identified by the central MA department. In addition, the Top 5 sites (according to
order value) should be listed in the BM's MAS incl. order value, current itemised costs,
construction time, current position of accounts, as well as previous incoming payments.
Moreover, the Top 5 open invoices should be presented. Documenting these important
commercial figures ensures that the BM is informed and in the position to act in time, when
problems in his/her area of responsibility become apparent.

SSF-22 passing risks from customer contract to subcontractors

The BMs are responsible for all contract negotiations involving their branch. If there are risks
in the customer contract, according to the experts, it is his task to pass those risks on
towards the subcontractor contract. In this context, a decentralised construction company
should provide legal trainings for its BMs that focus on contract law. A direct performance
measurement with regard to this CSFS is not possible. Nevertheless, it should be
documented if a BM did not pass those risks on to the subcontractor in order to be able to

draw long-term conclusions.
Improving the liquidity position (medium-term company goal)
MSF-12 internal transparency / clearly formulated and communicated competences

Internal transparency between as well as clearly formulated and communicated
competences of the different management levels is another identified CSF. According to the
experts, internal transparency between the management levels ensures a flow of important
information from the construction sites to the middle and top management of the company. In
addition, several participants mentioned that clear competences lead to quick decisions by
the management. Both might be necessary in order to solve problems on site and therefore
to avoid lawsuits with customers. It is not possible to measure the performance related to this
CSF in an MAS. Instead, the compliance with internal regulations for transparency of each

BM should be topic in the annual appraisal interviews. Furthermore, a decentralised
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construction company should implement clear competences for its PMs, BMs, and MDs
within its management system (catalogue of jobs for the different management levels).
Lawsuits caused by a lack of internal transparency should be documented to be able to draw

long-term conclusions.
Increasing future profits (medium-term company goal)
MSF-24 developing personal relationships with (regular) customers

The development of personal relationships with customers respectively their decision-making
representatives is another CSF that falls into the responsibility of the BMs. In the studied
organisation it could be observed that branches that have managed to develop those
personal relationships to the customers’ decision makers generate much higher profits. The
analysis of the internal commercial documents confirms these observations. Ensuring the
implementation of this CSF in everyday work life is very individual as it depends on many
factors, such as the willingness of the particular customer decision maker to develop such an
interpersonal relationship outside the actual everyday work on site. Therefore, a construction
company should at least ensure attempts to develop personal relationships between its
managers and the customers’ decision makers. In this context, a construction company
should expect from its BMs to conduct a customer event each of his/her Top 5 (according to
annual sales) customer decision makers per year. For instance, such an event could be a
joint visit of a sporting event. As a reminder for each BM, these customer events with his/her
Top 5 decision makers should be part of the BM’s individual MAS.

MSF-10 turning new customers into regular customers

According to most experts, even more important than the acquisition of new customers is
turning new customers into regular, lasting customers. In the studied company it could be
observed that BMs and PMs work hand in hand to achieve this CSF. The PMs try to provide
a high quality service to the customers on site, while the BMs intend to quote attractive prices
to the customers respectively their decision-makers. The performance related to this CSF
can be measured. Part of the MAS should be a performance figure that measures the
proportion of the regular customers in relation to the total amount of customers. In addition,
the proportion of the annual sales conducted with regular customers in relation to the total
annual sales should be documented in the BMs’ MAS. A decentralised construction company
should provide a minimum regular customers proportion. In the studied company it could be
observed that economically successful branches generated at least 50% of their annual
sales with regular customers. Therefore, 50% seems to be a reasonable target value here.

MSF-01 bonuses for PMs and CMs
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So far, according to the experts, it is common in the construction industry that only BMs and
MDs receive bonuses. However, most experts mentioned that construction companies
should provide variable bonuses to its PMs and CMs, too. In the studied organisation it could
be observed that especially the lower management levels ensure the achievement of
numerous operation CSFs within everyday work life. If these managers are not motivated, a
decentralised construction company cannot ensure the important achievements of these
CSFs (e.g. realisation of addendums, compliance of work safety specifications, etc.). This
CSF affects all other identified CSFs and their achievement probabilities. The variable
bonuses - depending on the profits of these particular CMs/PMs - should be documented in
the BMs’ MAS.

MSF-08 team spirit / working atmosphere

As it could be observed that the BMs are the personnel managers in the branches, they have
a great impact on the working atmosphere, the team spirit in the branches and therefore on
the overall staff motivation, too. Although this is a soft CSF, the performance related to this
CSF can be measured. According to the experts, decentralised construction companies
should conduct an annual and anonymous survey for all employees on this topic. The results
should be analysed by the central HR department and be part of the annual appraisal
interview between BMs and MDs.

SSF-09 developing partnerships with subcontractors

In the studied organisation it could be observed that this CSF is mainly part of the PMs’ area
of responsibility in everyday work life. Nevertheless, the subcontractor negotiations are
conducted by the BMs. Like the everyday work on the construction sites between PMs and
subcontractor workers, these negotiations should also be conducted in an atmosphere of
partnership. In order to measure the achievement of this CSF, a construction company
should measure the proportion of long-term subcontractors in the BM’s area of responsibility.
In this context, a construction company could specify a reasonable target value according to
which each BM should use at least two-thirds subcontractors that have been working with the
company for three years or more.

SSF-16 observing new customers closely

The PMs are mainly responsible for the acquisition of new customers. After the acquisition
and the contract negotiations, it is the PM’s task to supervise the construction site. Therefore,
it is usually the PMs who have everyday contact with the customers and therefore the best
opportunity to observe new customers within everyday work life. Nevertheless, a BM should

visit the new customers’ construction sites at the beginning of a new business relationship on
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a regular basis in order to assess the new customer’s behaviour on site. According to the
experts, it is crucial that the manager, who is responsible for possible future contract
negotiations with the particular customer, knows the customer’s preferences on site. This
knowledge puts the BM in the position to focus on the customer’s preferences during the
next contract negotiation. A direct performance measurement related to the BMs’ observation
of customers is not possible. However, the proportion of regular customers is an indicator.

Developing successors for BMs, PMs, and CMs (long-term company goal)
MSF-05 offering perspectives to employees

The BM is the personnel manager of his branch as well. Therefore, it is the BM’s job to offer
perspectives to the staff. A direct performance measurement related to this CSF is not
possible. Instead, a decentralised construction company should ensure that the particular
employee’s perspective and career opportunities are part of the annual appraisal interview.
In addition, the PM should be required to create a protocol of all appraisal interviews and to
provide these protocols to the central HR department in the head office. As a reminder, the
Top 5 workers, CMs, and PMs in the particular BM’s area of responsibility incl. their training
levels could be illustrated in the BM’'s MAS.

MSF-06 demanding and promoting responsible work

In order to form CMs and PMs who are able to make decisions on their own and therefore to
work successfully, according to the experts, BMs should demand and promote responsible
work in everyday work life. In this context, interviewee A8 mentioned: “It should be allowed to
make mistakes. Otherwise, the employees are afraid of making decisions on their own.” In
the studied organisation it could be observed that especially technically versed managers
have problems related to this CSF. Therefore, decentralised construction companies should
provide trainings for their BMs that teach the managers how to deal with problems made by
their employees in a reasonable and result-oriented way. According to the experts, the aim
related to this CSF should always be to improve the staff’s abilities to achieve their particular
CSFs. A direct performance measurement is not possible. Instead, this CSF could be part of
the appraisal interview of all employees.

An exemplary MAS for BMs consisting of classic target-performance comparisons and
identified CSFs is attached to this thesis (Appendix 23). This chart should be provided to the
BMs on a regular basis. The BMs have access to the MASs of the PMs within their area of
responsibility, too.
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464 MAS for MDs

In the studied organisation, it could be observed that the area of responsibility of a MD is
complex and multi-layered. The MD’s main job is the tactical and strategic development of
the branches and its employees in his area of responsibility. In addition, he is responsible for
all issues that may arise in the branches or on the construction sites. Therefore, according to
interviewee B7, the MD’s job is divided into approx. 40% working time in the head office,
approx. 30% working time in the branches, approx. 20% working time with and for the
customer, and approx. 10% working time on the construction sites. The MD’s job mainly
consists of tactical/strategic and therefore medium-/long-term goals that can mainly be
divided in customer-related goals, staff-related goals, and decentralised organisation-related

goals.

Due to the large distances between MDs and customers respectively construction sites, the
MDs’ responsibilities have a more supervisory character. Normally, the MDs only provide a
strategy, or intervene in case of problems related to customers, subcontractors, or issues on

a particular construction site.

Table 15 illustrates the Top 5 customer- staff-, and decentralised organisation-related CSFs
identified in the MDs’ area of responsibility.
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Staff related CSFs Decentralised
organisation-related CSFs

SSF- continuous MSF- internal feedback MSF- trust relationship
05 incoming orders 11 culture 07 between branches
and head office

SSF- permanent sales MSF- internal transparency / MSF- supraregional
01 activity 12 clearly formulated and 22 cooperation between
communicated branches
competences
SSF- balanced order MSF- identification with MSF- to comply with
19 structure 17 employer 20 internal
specifications
(management-
system)
SSF- to develop a good MSF- to demand and MSF- to optimise
08 reputation 06 promote responsible 18 processes between
work branches and head
office
SSF- to develop new SSF-  honest internal SSF- head office’s
30 regular customers 24 communication / flow 32 behaviour towards
of information subcontractors

Table 15: Top 5 CSFs in the MDs’ area of responsibility (own table).

Although the MD’s everyday tasks are mostly tactical and strategic, he has influence on all
short-, medium-, and long-term company goals (Section 4.3). It is the company owner’s task
to supervise the MD’s achievement of individual CSFs.

Achieving the target sales, margin, and result (short-term company goal)
SSF-05 securing a continuing inflow of orders

According to the interviewees, the supervision of a continuing order inflow in all branches
within the MD’s area of responsibility is a major task for the MD. In order to be in the position
to take action in time, like for instance supporting the BM who is involved in sales or price
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calculations, the MD has to be informed about the branches that deviate from the target
order income figures. Therefore, the MD’s MAS is the incoming orders of the branch.

SSF-19 maintaining a balanced order structure

The supervision of the order structure of all branches is another crucial task for the MD. In
the studied organisation, it could be observed that branches that focus on a few large
construction sites are more at risk to get into economical trouble than branches with a
balanced order structure. Therefore, the order structures of all branches have to be clustered
into certain order value ranges (e.g. 1 - 20,000 €; 20,001 - 100,000 €; 100,001 - 250,000 €;
250,001 - 500,000 €; and 500,001 € and above) and illustrated in the MDs’ MAS. This helps
the MD to get an overview of the individual order structures and to take action if necessary.

SSF-32 the behaviour of the head office towards subcontractors

Due to its great impact on the relationship between the construction company and
subcontractors, the behaviour of the head office towards subcontractors is another CSF
identified in decentralised construction companies. It could be observed that the MDs act as
a link between head office and branches. Therefore, they have the ability to influence the
administrative employees’ behaviour towards subcontractors. A direct performance
measurement related to this CSF is not possible. Nevertheless, all complaints by
subcontractors about the head office should be documented and communicated to the MDs.
If those complaints repeatedly refer to the same administrative department in the head office,
appropriate action needs to be taken.

Improving the liquidity position (medium-term company goal)
MSF-12 internal transparency / clearly formulated and communicated competences

Internal transparency between as well as clearly formulated and communicated
competences of the different management levels is another identified CSF. According to the
experts, internal transparency between the management levels ensures a flow of important
information from the branches to the company top management. It is not possible to measure
the performance related to this CSF in an MAS. However, the MDs in decentralised
construction companies have to focus on the compliance with the required internal
transparency regulations. If PMs or BMs attract attention with intransparent behaviour, the
MDs have to address the persons concerned and make sure that this does not happen
again. Furthermore, a decentralised construction company should implement clear
competences for its PMs, BMs, and MDs within its management system (catalogue of jobs
for the different management levels).
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SSF-24 honest internal communication / flow of information

An honest internal communication and therefore a constant flow of important information
between the different management levels is another identified CSF. According to the experts,
it is the MDs’ job to demand and supervise this honest communication from all PMs and
BMs. Apart from offering teamwork trainings for managers at all levels, a decentralised
construction company should document all issues respectively economical losses due to bad

in-house communication in order to draw long-term conclusions.
Increasing future profits (medium-term company goal)
SSF-01 permanent sales activity

In the studied organisation, it could be observed that MDs monitor whether all branches have
permanent sales activities. According to the experts, the MD needs to know exactly how
often each branch has sales activities and what kind of sales activities it has. Hence, the total
amount of each BM’s new customer appointments should be documented in the MD’s MAS.
In this context, a target-performance comparison (target figure of annual new customer

appointments - real new customer appointments) could be conducted.
SSF-08 developing a good reputation

The development of a good reputation is an identified CSF that greatly influences the future
profits of a decentralised construction company. In this context, interviewee A4 mentioned:
“An effective way to develop the required good reputation, apart from high-quality customer
service, is the regular presence at trade fairs.” Multiple experts recommended determining
trade fairs on which the company should exhibit at the beginning of each business year.
According to them, the BMs then have to visit the particular trade fairs within their region.
The trade fair appearances should be monitored by the responsible MD. Therefore, the
agreed trade fairs appearances should be documented in the MD’s MAS.

SSF-30 developing new regular customers

The development of new customers is another CSF, as a construction company is always at
risk of losing regular customers for numerous reasons. It is mainly the BMs’ job to acquire
these new customers. The MDs, according to the experts, have to monitor this new customer
acquisition. Therefore, the amount of new customers in each branch in relation to the
particular total amount of customers should be part of the MDs’ MAS. In addition, the

proportion of annual sales with new customers should be documented in the MAS, too.

MSF-07 trustful relationships between branches and head office
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The trustful relationship between branches and the departments of the head office is another
critical factor. As the MDs act as a link between the branches and head office, according to
most experts, they should monitor the required level of trust permanently. A direct
performance measurement of this soft CSF is not possible. Instead, anonymous in-house
surveys with regard to the trustful relationship between branches and head office as well as
own experiences and improvement opportunities should be conducted on a yearly basis. The
findings from these surveys should then be translated into action by the company MDs.

MSF-22 superregional cooperation between branches

The superregional cooperation between the branches of a decentralised construction
company is another identified CSF. According to the experts, it is common in decentralised
construction companies that the branches have individual technical specialisations. In order
for the entire company to profit from this specialisation, it is necessary that the branches
cooperate with each other. In the studied organisation, there are branches that are
specialised on luminous ceilings, raised floors, as well as the own production of doors. In
order to be able to monitor the superregional cooperation between branches, the MDs’ MAS

should document the internal turnover of all branches with these specialised branches.
MSF-20 complying with internal specifications

According to the experts, there are internal specifications in decentralised construction
companies that ensure a certain quality of all conducted work processes. The compliance
with these internal specifications is another identified CSF. A direct performance
measurement related to this CSF is not possible. However, all violations of these internal
specifications incl. the involved employees should be documented and communicated to the

responsible MD. In this way, the MDs are in the position to draw necessary conclusions.
MSF-18 optimising processes between branches and head office

The optimisation of the processes between branches and head office is another CSF in
decentralised construction companies. In this context, interviewee A8 mentioned: “The more
efficient and service-orientated these processes are, the better for the economical success of
the company.” As the MDs are the link between head office and branches, they are in the
position to monitor these internal processes and identify possible potential for improvement.
A direct performance measurement related to this CSF is not possible. The MDs have to be
open-minded, as BMs might identify improvement potentials, too. In such a case, it is the
MD'’s job to analyse the BM’s idea and possibly to act on it.
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Developing successors for BMs, PMs, and CMs (long-term company goal)
MSF-11 internal feedback culture

The internal feedback culture is a further important factor in decentralised construction
companies. According to the experts, employees expect an open communication within the
company. As the MDs are responsible for all branches, they should provide open and honest
feedback to all employees within their particular area of responsibility. In addition, the MDs
should allow feedback from the BMs and PMs towards themselves. In the studied
organisation it could be observed that especially older managers have problems with this
level of personal openness. A direct measurement of the MDs’ performance related to this
CSF is not possible. A construction company should provide psychological trainings for its

managers in order to achieve this important CSF.
MSF-17 identification with the employer

Like in many industries, the employees’ identification with the employer is another CSF
identified in decentralised construction companies. In the studied organisation, it could be
observed that due to the long distances between the branches, it is difficult to find and
uphold a universal business culture that promotes employees’ identification with their
employer. As the MDs are present in all branches, they are in the position to convey a
business culture to all branches that promotes identification with the company. A direct
performance measurement related to this CSF is not possible. Instead, this topic should be
part of the annual employees’ survey. In his way, the company could learn if and how the
employees identify themselves with the company.

MSF-06 demanding and promoting responsible work

The demand and promotion of responsible work from all employees is another CSF identified
in decentralised construction companies. Due to the long distances between the construction
sites, branches, and therefore managers, cases in which a manager has to work and decide
on her/his own are common. As construction companies have to develop successors for all
management levels, employees should have the opportunity to work on their own and
therefore to make decisions on their own, too. According to the experts, it is the MDs’ duty to
monitor this. A direct performance measurement related to this CSF identified is not possible.
Instead, MDs should analyse the annual appraisal interviews and figure out if the employees
feel that they can work and decide on their own in a reasonable framework.

An exemplary MAS for MDs, consisting of classic target-performance comparisons and
identified CSFs, is attached to this thesis (Appendix 24). This chart should be provided to the
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MDs on a regular basis. The MDs should also have access to the MASs of the BMs and PMs
within their area of responsibility.
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5 Conclusions

5.1 Introduction

In this chapter, the researcher draws conclusions from the findings he generated in this
thesis and provides an overview of the contributions of his study to theoretical knowledge
and business practice. He also points towards the limitations of the research he conducted
and gives an outlook towards possible future research in this field of interest.

All conclusions presented are based on the findings of the thesis (e.g. results from empirical
research). Furthermore, all conclusions were cross-checked by business experts from the

studied organisation as well as a university supervisor.

This chapter is divided into six sections: introduction, contributions to knowledge,
contributions to business practice, limitations, outlook incl. recommendations for future
research, as well as researcher’s reflections related to the study’s influence on his personal
development.

52  Contributions to knowledge

5.2.1 Introduction
The conducted literature review identified gaps in the existing specialist literature. Although
numerous studies cover the construction industry, researchers have treated the variables
CSFs, managers’ informational needs and organisation (both centralised and decentralised)
separately, so far. This thesis brought these variables together and created a complete
picture of the CSFs in decentralised construction companies as the basis for the developed
MASs for the different management levels. Therefore, the two research objectives of this
study - 1. to explore the CSFs in decentralised construction companies and 2. to illustrate
possible designs of MASs developed via the CSFs identified and tailored for the needs of the
different management levels - have been addressed. Both research objectives contribute to
the overall aim of this study which is the development of an MAS for decentralised

construction companies.

When looking at the outcome of this thesis, it can be seen that knowledge contributions to
the existing specialist literature related to CSFs on the one hand and MA on the other have
been made. A contribution to Lénngren et al's (2010) study on success factors for the
implementation of strategic partnerships in the construction industry can be identified in the
fact that the research outcomes of this study focus more on the operative and tactical CSFs
in the construction companies. A successful operative and tactical business usually marks
the basis for strategic partnerships and the necessary mutual trust among cooperating

partners. Moreover, this thesis deals with numerous types of performance measurements in
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decentralised construction companies. This fact can be seen as a contribution to Yang et al’s
(2010) study on performance measurements in the construction industry, as Yang et al did
not take into account the organisation of the studied companies. In general, the fact that the
focus of this thesis is on the organisation of the studied construction company marks a
contribution for numerous conducted research studies (e.g. Karna, 2009; Karna et al, 2009;
Lim, 2011; Spigarelli et al, 2015).

5.2.2 Customer-related connections

In 2008, Hamdia ascertained that customer satisfaction is a key factor in the success of
construction projects. This factor also played an important role in the findings of this study,
for which reason the CSF SSF-02 permanent contact person for regular customers was
identified.

Kikwasi (2012) illustrated the issues related to customers’ delays in providing payments. In
this context, various experts have reported on late or even no payments of customers. In
order to meet these problems, several CSFs could be identified (e.g. MSF-10 to develop
regular customers from new customers, SSF-13 timely billing).

5.2.3 Construction management-related connections

In 2012, Toor and Ogunlana identified the effective allocation of manpower as the most
critical project-related success factor within the construction company. This study’s results
affirm the findings of Toor et al (2012), as all participants named the development of
partnerships with subcontractors (SSF-09) as the most important CSFs today. Numerous
citations of interviewees relate to this CSF.

Lénngren et al (2010) came to the conclusion that apart from completing a construction
project within a given time frame, it is also crucial for construction companies to ensure that
the allocated resources are sufficient to complete the project without compromising the
quality of work. This is connected to several CSFs identified in this study: SSF-09 to develop
partnerships with subcontractors, SSF-32 head office’s behavior towards subcontractors, and
MSF-03 adequate number of own construction workers. Furthermore, Lénngren et al (2010)
recognised that a poorly planned work might end up taking longer to complete and might
therefore pose more financial threats than initially calculated. According to the researchers,
the better organised a project, the sooner it will also point to any necessary changes of plans
which will enable all persons involved to take quick action and therefore avoid financial
losses. This is strongly connected to the findings of this study, as many participants reported
on issues during the project execution phase and slow reactions of the employees involved
in the particular project. The participants named a swift reaction as a critical factor for
construction companies (SSF-36 quick decisions despite decentralised organisation).
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Bullen et al (1981) observed that some areas of activities within an organisation respectively
on a construction site might become critical for a particular period when something out of the
ordinary occurs (so-called temporary CSFs). This finding is also connected to the CSF SSF-
09 (to develop partnerships with subcontractors), as many participants reported on
unforeseeable deviations to erection-timetables or new orders that led to a high need of man-
power on sites, which cannot be covered by its personal. In this case, sufficient partnerships
to subcontractors are crucial for construction companies. Another connection to the findings
of Bullen et al (1981) is the possible loss of an important long-term regular customer. In such
a case, managers of construction companies need to generate replacements for the former
customer in a short period of time. Such examples illustrate that the findings of Bullen et al
(1981) are still valid. During the conduct of the expert interviews, various examples of events
which were out of the ordinary were given by the interviewees. Therefore, numerous further
CSFs that could be identified throughout the fieldwork are connected to the findings of Bullen
et al (1981).

A study by Mahmood et al (2012) identified that timeliness is an important CSF in the
construction industry, as projects can take years to complete. During the fieldwork of this
study, many interviewees reported on issues related to late completion of construction sites.
In this context, several CSFs that are connected to timeliness could be developed (e.g. SSF-
16 to observe new customers closely, SSF-25 no routine related to work safety, SSF-31 to
avoid lawsuits with customers). Dursun et al (2016) concluded that predicting the duration for
a construction project at an early stage is a critical issue. This fits to the results of the expert
interviews, as several participants named this as an important habit of successful PMs.

In 1984, Myers came to the conclusion that financial constraints can lead to shortage of
further resources that are required to ensure the success of a construction project. This was
confirmed by several participants of this study (SSF-13 timely billing).

Hubbard (1990) concluded that the success of any project lies with the project management.
This finding is connected to the CSFs SSF-20 right construction site / customer to right PM
as well as MSF-21 well trained staff (PMs, CMs) that could be identified in this study.

5.2.4 Staff-related connections
Toor et al (2008) realised that PMs in the construction industry need to know and understand
the single CSFs (e.g. customer satisfaction, adherence to schedule) of the different stages in
a construction project (e.g. planning, erection) in order to be successful. During the fieldwork,
the researcher could identify several CSFs that are connected to this: MSF-04 regular
training of PMs and CMs, MSF-06 to demand and promote responsible work, MSF-21 well
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trained staff (PMs, CMs), MSF-19 to optimise commercial kills of PMs as well as the more
construction management-related CSF SSF-20 right construction site / customer to right PM.

Metri (2005) and Altayeb et al (2014) examined leadership, process management, and
resource management as three main success factors in the construction industry. Beside
leadership and process/resource management, the researchers identified customer
satisfaction, training of staff, communication, and continuous improvements as important
CSFs in the construction industry. These findings fit to various CSFs that were identified in
this study (e.g. MSF-02 training, MSF-21 employees’ qualifications, SSF-33 head office’s
support on new topics, SSF-24 honest internal communication / flow of information).

In 2016, Tsiga et al recognised that feedback is a critical aspect of communication in the
construction industry as it allows more effective communication. The researchers’ findings
were affirmed by the results of this study, as the development of an internal feedback culture
(MSF-11) was identified as one CSF in decentralised construction companies. The
decentralised organisation of the studied company even strengthens the need for proper

communication.

Further findings of Tsiga et al (2016) were affirmed by this study. For instance, the
researchers recognised that motivation of workers (e.g. MSF-08 team spirit / working
atmosphere, MSF-05 to offer perspectives to employees) is crucial for the success.
Furthermore, they explained that workers who are rewarded for their contribution to a project
often tend to put more effort into their work (e.g. MSF-01 bonuses for PMs and CMs).

In 2009, Khalied et al identified that the financial accountability of the single employees in
construction companies should be monitored closely to ensure no funds are misappropriated
in any way. During the fieldwork of this study, the author recognised these needs as well
(MSF-12 internal transparency / clearly formulated and communicated competences).

5.2.5 Decentralised organisation-related connections

In 2014, Akhavan et al studied the relationship of knowledge strategy and effective decision
making in the construction industry. In this context, the researchers made clear that
construction companies need to ensure that the responsible decision makers obtain the
information that they need to make correct decisions. There are numerous CSFs that could
be identified in this study, which fit to the findings of Akhavan et al (2014) (SSF-24 honest
internal communication / flow of information, MSF-07 trust relationship between branches
and head office, MSF-08 team spirit / working atmosphere). In this context, the findings of
Mahmood et al (2012) are important, as they came to the conclusion that the manner in
which people communicate plays a significant role in businesses. According to the

researchers, junior managers get an opportunity to learn effectively, if senior managers take
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sufficient time to communicate with them. This study’s fieldwork showed that this finding is
even more valid in decentralised organisations, where senior managers in the head office are
in the position to obtain information from experts in the branches or on the sites holding

junior positions.

In 2010, lliner came to the conclusion that the devolution of finances and participation by
lower management (e.g. CMs, PMs) in the decision-making process is critical to the success
of decentralised organisations. This fits in this study’s findings, as several participants asked
for those devolutions (connected to MSF-20 to comply with internal specifications (e.g.

management system)).

According to Akhavan et al (2006), an effective knowledge management including knowledge
strategies, knowledge sharing, training programs, a network of experts, managerial
involvement, and a good organisational culture are crucial for successful construction
companies. This study came to similar results, as the following CSFs could be identified:
MSF-11 internal feedback culture, MSF-08 team spirit / working atmosphere, MSF-12
internal transparency / clearly formulated and communicated competences, MSF-04 regular
training of PMs and CMs (technical, financial), MSF-06 to demand and promote responsible
work, and MSF-22 supraregional cooperation between branches.

In 2001, Kucza identified knowledge sharing of a critical factor related to decentralised
organisations. In this study, the flow of information from the single construction sites to the
managers was also identified as crucial for successful construction industries with
decentralised organisations. Kucza (2001) further concluded that the single branches of
decentralised organisations are often quite detached as they are entities on their own. In
some cases, according to Kucza (2001), this can lead to confusion and to the impression that
a branch may set its goals too independently. The author of this study came to the same
result, as he identified a trust relationship between branches and head office as a CSF
(MSF-07). This also fits to the CSF MSF-20 to comply with internal specifications
(management system) that could be identified in this study.

Further researchers (Dan, 2003; Kucza, 2001; Michael, 2000) focused on the importance of
knowledge sharing within decentralised organisation. The researchers defined knowledge
management as an integrated and systematic approach of information within an
organisation. In this context, this study identified CSF MSF-22 supraregional cooperation
between branches.

In 2009, Okorley et al recognised that it is crucial for decentralised organisations that all
branches are given the same autonomy. If one branch is given more autonomy than the

others, according to the authors, there is the risk of a sinking morale in the departments with
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limited resources. In this context, an important requirement is the willingness of the central
authority (e.g. company owner and MDs) to devolve power to lower management levels (e.g.
BMs) together with a precise definition of duties and responsibilities. The author of this study
came to similar results, as many participants reported on same issues related to different
degrees of autonomy. In this context, the CSFs MSF-07 trust relationship between branches
and head office as well as MSF-20 to comply with internal specifications could be identified.
According to Okorley et al (2009), such a uniform decentralisation cannot be achieved
without a legal framework stating the roles and duties of each authoritative entity within the
organisation. This study’s author identified MSF-20 to comply with internal specifications in

order to meet this requirement.

526 MA
In 1981, Bullen et al argued that each functional managerial position is associated with a
generic set of CSFs. The author came to the same result, which is why he developed
different MAS designs tailored for the different management levels (PMs, BMs, MDs) of the
studied organisation. During the fieldwork it became clear that the managers of the different
management levels need to focus on different areas and therefore CSFs in order to be

successful in their area of responsibility.

In 2001, Kucza concluded that a decentralised organisation needs to have a baseline
standard that defines the overall goals of the organisation as a means of guiding the
organisation as a whole in a particular direction. In 2015, lan et al came to the same
conclusion, as they recognised that a decentralised organisation cannot achieve the same
level of customer satisfaction or product quality throughout all of its units without a proper
standardisation. According to the researchers, standardisation helps to bring together all
different management strategies that are employed by the various managers (e.g. BMs) of
the branches, to focus on common goals (e.g. MSF-10 to develop regular customers from
new customers) and to avoid deviation from organisational visions. According to Husain
(2013), it is the top management’s responsibility to ensure that organisational goals are
effectively communicated to the employees so that the departments work towards a common
goal. The findings of Kucza (2001) and Husain (2013) fit to this study’s findings, as this
“working in one direction” is exactly what the researcher wants to achieve via the single
MASs: all branches shall focus on the same CSFs and therefore the same goals.

5.3 Contributions to business practice

5.3.1 Introduction
Apart from contributions to knowledge, contributions to business practice could also be made
during the research phase. In order to be in the position to answer the research questions of
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this study, the researcher conducted a single case study within a decentralised construction
company. The generated data was used to identify the CSFs in decentralised construction
companies as well as to develop MASs for the different management levels that are based
on the identified CSFs. In order to make the developed MASs applicable in business
practice, they need to be understood as flexible and customisable templates that can be
adjusted according to the particular needs of a decentralised construction company.
Therefore, the attached MASs (Appendices 22-24) are exemplary designs. The developed
MASs have the potential to support managers in decentralised construction companies
effectively in their everyday decision-making. Managers that use the developed MASs should
be able to identify the topics they need to focus on in order to achieve their own goals and
therefore the overall company goals.

The three developed MASs (for PMs, BMs, and MDs) contain classic target-performance
comparisons related to sales, itemised costs, and margins figures of the particular manager’s
area of responsibility. In addition, the identified CSFs were assigned to the different
management levels and added to the particular MAS. This way, the managers are informed
about the critical factors that have great impact on the achievement of management and
company goals. Not all identified CSFs could be measured and added to the developed
MAS. In some cases, surveys or annual in-house appraisal interviews are recommended in

order to estimate the achievement rate of a particular CSF.

In business practice, the MASs should be provided to the managers on a regular basis. Many
experts suggested a weekly basis for the PMs and a monthly basis for the BMs and MDs.

In addition to the identified CSFs as well as the developed MASs, a greater level of
awareness could be achieved by this research and by the involvement of experts regarding a
better understanding and more transparency in many areas of activity of decentralised
construction companies, which does have a strong impact on the overall success of these
companies. It could also be observed that all participants of this study were very interested in
its results and curious about the implementation of these results in their everyday work lives.

5.3.2 Contributions to PM level
The PM’s area of responsibility consists of several construction sites. It is the PM’s main task
to ensure a technically and commercially proper conduct of the construction works on the
different sites (Section 4.1.5.2.2).

The developed MAS for PMs (Appendix 22) is divided into the company goals (Section 4.3)
incl. the underlying CSFs that are manipulable by PMs. Thus, the PMs have a instruction
manual for their job illustrating all CSFs at a glance. Hence, the PMs are able to focus on the
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factors that really underlie their goals, to work more efficiently and to make better decisions.
Table 16 illustrates the content of the MAS for PMs.

Company goals Underlying CSFs
to achieve the intended annual turnover, - sales, margin, and result
margin, and operational result ) . .
- Top 5 construction sites (according to order
value)
- Top 5 invoices (according to amount)

- realisation of addendums

- work safety

to develop successors for CMs - candidate(s)
to improve liquidity position - timely billing (in days)
to increase future profits - development of good reputation

- development of personal relationships to

(regular) customers

- partnerships with subcontractors

Table 16: Content of the MAS for PMs (own table).

The MAS will be provided to the PMs on a regular basis (e.g. weekly), in order to keep the
PMs focused on their CSFs.

5.3.3 Contributions to BM level
The BM’s area of responsibility consists of a branch. It is the BM’'s main task to generate
sufficient order income in order to achieve the planned branch budget (Section 4.1.5.2.1).

The developed MAS for BMs (Appendix 23) is divided into the company goals (Section 4.3)
incl. the underlying CSFs that are manipulable by BMs. Thus, the BMs have a kind of user
manual for their job illustrating all CSFs at a glance. Hence, the BMs are able to focus on the
factors that really underlie their goals, to work more efficiently and to make better decisions.
Table 17 illustrates the content of the MAS for BMs.
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Company goals Underlyinqg CSFs

to achieve the intended annual turnover, - sales, margin, and result

margin, and operational result ) .
- market- and customer-driven price

calculations // continuous incoming orders

to develop successors for PMs - candidate(s)
to improve liquidity position - branch’s prefinancing
to increase future profits - development of personal relationships to

(regular) customers
- development of new customers

- development of regular customers from

new customers
- bonuses for PMs/CMs

- partnerships with subcontractors

Table 17: Content of the MAS for BMs (own table).

The MAS will be provided to the BMs on a regular basis (e.g. monthly), in order to keep the
BMs focused on their CSFs.

5.3.4 Contributions to MD level

The MD’s area of responsibility consists of all branches within the division, the MD is
responsible for. It is the MD’s main task to monitor and support the single BMs in achieving
their goals.

The developed MAS for MDs (Appendix 24) is divided into the company goals (Section 4.3)
incl. the underlying CSFs that are manipulable by MDs. Thus, the MDs have a user manual
for their job illustrating all CSFs at a glance. Hence, the MDs are able to focus on the factors
that really underlie their goals, to work more efficiently and to make better decisions. Table
18 illustrates the content of the MAS for MDs.
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to achieve the intended annual turnover,

margin, and operational result

- sales, margin, and result

- market- and customer-driven price

calculations // continuous incoming orders

- balanced order structure

to develop successors for BMs

- candidate(s)

to improve liquidity position

- branch’s prefinancing

to increase future profits

- development of new customers

- development of regular customers from

new customers

- supraregional  cooperation  between

branches
- partnerships with subcontractors

- bonuses for BMs / PMs / CMs

Table 18: Content of the MAS for MDs (own table).

The MAS will be provided to the MDs on a regular basis (e.g. monthly), in order to keep the
MDs focused on their CSFs.

Especially the MDs are responsible for the existence of supraregional cooperation between
the single branches. It is their task to bring the different BMs together and to stimulate an
active knowledge transfer between the branches.

5.4 Limitations

With regard to the conducted research and therefore the developed MASs, there are
limitations that need to be taken into account.

Several limitations arise from the chosen methodology (e.g. research philosophy). As the
researcher dealt with the social actors in a particular organisation only, the findings of the
research are limited to this group of people. Should a generalisation of the findings be

intended, further research work would be necessary. In this context, it should be mentioned
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that even within the studied organisation and therefore in the group of social actors that were
studied, different opinions and perspectives were identified. Still, the results provide a robust
baseline for further research.

The MAS cannot replace a proper technical and commercial education or work experience of
the managers in a decentralised construction company. Though, the MAS is able to support
managers in making decisions affecting the achievement of their goals. In addition, the
developed MAS has not been implemented or even tested in business practice. Whilst all
identified CSFs as well as the MASs have been generated in a trustful cooperation with
business experts, an implementation in business practice incl. necessary tests have to be

conducted as part of another research study.

5.5 Outlook: recommendations for future research

Future research could for instance mean a test run of the developed MAS in business
practice. For this purpose, the MAS could be tested in the studied organisation or another
decentralised construction company. A study in several companies at once is also possible.

Another research approach could be an in-depth investigation of certain CSF clusters (e.g.
customer-related CSFs, construction management-related CSFs, staff-related CSFs, or
decentralised organisation-related CSFs) or even individual CSFs that were identified in this
thesis. Particular CSFs that come to mind are price calculations, partnerships with
subcontractors, variable bonuses for managers or the necessary trustful relationships

between branches and head office.

As all management levels in a decentralised construction company have different tasks,
another possibility for future research would be the conduct of a study that focuses on one

management level and its CSFs exclusively.

5.6 Reflections: the influence of the study on personal
development

This research study is based on two research objectives concerning the CSFs in
decentralised construction companies as well as the development of an MAS for the
managers in decentralised construction companies. Throughout the entire research journey,
(literature review, fieldwork, and thesis) the researcher was able to get to know the company
in which he has been working for 10 years much better.

The cooperation with the managers of the studied organisation has led to a mutually trustful
relationship between the managers on the one hand and the researcher on the other. It could

be observed that both parties could benefit from the study and the conducted fieldwork. The

208



experts that have taken part in the study appreciate the newly gained understanding of their
jobs and of the tools that are available to support each manager in achieving his goals. The
researcher appreciates the newly developed personal relationships to many managers in the
studied organisation.

Moreover, the researcher has learned that each job has its own CSFs. In order to exercise a
job successfully, it is reasonable to think about the CSFs affecting the goals of the particular
job. The researcher was surprised how important the soft CSFs are and how greatly these
factors influence the achievement of business goals. He has resolved to focus more on those
soft, interpersonal factors in the future.
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Appendix 1: Research ethics form

UNIVERSITY OF
GLOUCESTERSHIRE UNIVERSITY OF GLOUCESTERSHIRE ~RESEARCH ETHICS APPROVAL

at CHELTENHAM and GLOUCESTER

Please ensure you have read the University of Gloucestershire Research Ethics Handbook of Principles and Procedures before
completing this form (see,
http://insight.glos.ac.uk/ResearchDevelopment/Documents/Research%20Ethics%20Handbook%20final%20Nov%2010.pdf )

To be completed by the researcher/s and supervisor/s (where appropriate)

Contact Details of Lead Researcher

Name: Tim Daniel Rossenbach

University address for correspondence: n/a
Click here to enter text.

Click here to enter text.

Click here to enter text.

Click here to enter text.

Click here to enter text.

Telephone Number: +49
Fax Number: n/a
University e-mail Address: trossenback@glos.ac.uk
Contact Details of Co-Researcher(s) / research supervisors (if appropriate)
Name: Dean Williams Name: Prof. Dr. Rainer Paffrath
University The Business School University European School of Applied Sciences
addressior The Park address for Kaiserstrale 6
correspondence: correspondence:
PKPL205 50321
Cheltenham Brihl
Glos. Germany
GL50 2RH Click here to enter text.
Telephone Telephone
Number: Number:
Fax Number: n/a Fax Number: n/a
University e-mail University e-mail
Address: Address:
1 Application Form - 26/03/18
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UNIVERSITY OF

GLOUCESTERSHIRE UNIVERSITY OF GLOUCESTERSHIRE —RESEARCH ETHICS APPROVAL

at CHELTENHAM and GLOUCESTER

Project Title: The development of a management accounting system for decentralised
construction companies

Start Date: Saturday, 01 July 2017

Completion Friday, 30 November 2018

Date:

Brief (no more than 500 words) description of the project” (do not attach you RD1, P3, P6, or any other research

proposal):

The aim is to develop a management accounting system for decentralised construction companies.
Further research objectives are to explore the critical success factors within decentralised
construction companies and to critically evaluate how the management accounting system supports
the achievement of management’s critical success factors within decentralised construction
companies.

As each construction project varies for managers of construction companies it is hard to be well-
informed about all circumstances. Furthermore, managers cannot visit all construction sites within
their area of responsibility on a regular basis. Thus, only on site staff know answers to many crucial
questions. Therefore, it is important to have a system available to ensure the flow of crucial
information between construction sites and managers. One approach to determine what information
is crucial is the CSFs method, which enables the manager to identify those few key elements that
‘must go right’ to achieve business objectives.

To achieve the objectives of this study, detailed insights into the studied organisation are significant.
As the management accounting system to be developed will be based on these findings, an inductive
research approach will be applied. To ensure in-depth insights, a qualitative research approach by
using the case study method will be adopted. To create non-biased findings, it is necessary that the
researcher obtains insights into the everyday workings of the studied organisation. To achieve that,
the researcher works as a member of the organisation, but maintains detailed records of his
experience. To get into the role of a participant, the researcher has chosen the company where he is
employed (a German decentralised construction company consisting 20 branches and 900
employees) to develop a single case study design.

Data scources:

1. Analysis of commercial documents and reports of all branches to identify possible abnormalities
between the separate branches.

2. Process and meeting (between site personnel and branch managers) observation in branches to
assess the flow of information between construction site personnel and branch managers.

3. Expert interviews at manager level. The interviews will be semi-structured. This ensures a set of
important questions combined with the necessary flexibility to vary the order in which questions are
asked and to add new questions in the context of the research situation.

The research will be conducted in accordance with the ethical guidelines of the University’s
Handbook of Principles and Procedures (2008). As participants (e.g. site personnel, branch
managers) would not behave authentically during author’s observation, it is not possible to inform
the participants about the upcoming observation. Therefore, the participants’ anonymity has to be

“ Include here the research objectives or questions, participant recruitment criteria, research design, data gathering and analysis techniques, any
potential sources of conflicts of interest, and details of persons/agencies/organisations who have funded the project who may financially benefit from it.

2 Application Form - 26/03/18
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GLOUCESTERSHIRE UNIVERSITY OF GLOUCESTERSHIRE —RESEARCH ETHICS APPROVAL

at CHELTENHAM and GLOUCESTER

safeguarded by the researcher (see page 5, paragraph 4.3).

Freely informed consent will be gained from all participants prior to the interviews. The participants will
receive important information (including information regarding the benefits arising from the research
for every single participant (e.g. more effective decision making as every participant will know his
information needs better)) regarding the research study and a list of questions in advance (see page 4,
paragraphs 3.1 and 3.2). Furthermore, every participant can freely decide if the researcher may use a
recording device during interviews. The interview-results will be treated confidentially and stored
appropriately (On a structured database on the researcher’s computer. The IT department sets up an
additional password protecting the data. After the research project all data will be destroyed.).
Individuals will not be identifiable within publications (see page 4, paragraph 3.4).

3 Application Form - 26/03/18
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UNIVERSITY OF
GLOUCESTERSHIRE UNIVERSITY OF GLOUCESTERSHIRE —RESEARCH ETHICS APPROVAL

at CHELTENHAM and GLOUCESTER

Is there any element of this proposal that makes reference to REC/FREP mandatory?

Choose an item.

If yes, please indicate which:

Choose an item.

About the proposed project

1) Is partnership /collaboration with another institution no Name of institution:
involved? Click here to enter text.
2) Has another Ethics Committee scrutinised the no Ethics Committee & date of scrutiny:
project? Click here to enter a date.
4 Application Form - 26/03/18
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at CHELTENHAM and GLOUCESTER

UNIVERSITY OF GLOUCESTERSHIRE —RESEARCH ETHICS APPROVAL

undertaken (in addition to this form)?

3a) Will the participants/respondents/ subjects include no Brief details:
children and/or young people and/or members of Click here to enter text.
other vulnerable populations?
3b) If you have answered yes to question, 3a, will the Choose an | Brief details:
participants be under 5 years of age? item. Click here to enter text.
4) Are participants at risk of experiencing psychological, no Brief details:
social or physical harm or discomfort? (If yes, see Click here to enter text.
sections on ‘risk of harm’ and ‘voluntary informed
consent” below)
5) Have any training needs been identified for the no Brief details:
researcher(s)? Click here to enter text.
6) Have relevant professional guidelines been yes Source of guidelines:
consulted? The ethical guidelines of the
University’s Handbook of Principles
and Procedures (2008)
7) Have actions been taken to ensure compliance with yes Actions taken:
the Data Protection Act All personal data (names or branch
membership) resulting from the
observation and/or expert interviews
will anonymised. Nobody will be able
to make connections between
individual interviews or observation
and individual employees.
8) Has another form of ‘risk assessment” been no Brief details (and, if appropriate,

please append documents):
Click here to enter text.

Clinical Trial Questions: Does the research involve:

a) investigating or participating in methods of no Brief details:
contraception? Click here to enter text.
b) assisting with or altering the process of conception? no Brief details:
Click here to enter text.
c) the use of drugs? no Brief details:
Click here to enter text.
d) the use of surgery (other than biopsy)? no Brief details:
Click here to enter text.
e) genetic engineering? no Brief details:
Click here to enter text.
f)  subjects under 5 years of age? no Brief details:
Click here to enter text.
g) subjects known to be pregnant? no Brief details:
Click here to enter text.
h) pharmaceutical product/appliance designed or no Brief details:
manufactured by the institution? Click here to enter text.
i)  work outside of the United Kingdom? yes Brief details:
Germany

Voluntary Informed Consent

Application Form - 26/03/18
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GLOUCESTERSHIRE UNIVERSITY OF GLOUCESTERSHIRE —RESEARCH ETHICS APPROVAL
at CHELTENHAM agnd GLOUCESTER
a) Please indicate what form of consent will be used in Verbal

this investigation

If not written, please explain

Semi-structured expert interviews:
Freely informed consent will be gained from all participants prior to the interviews.

Process/meeting observation in branches:

As participants (e.g. site personnel, branch managers) would not behave authentically during author’s
observation, it is not possible to inform the participants about the upcoming observation. Therefore, the
participants’ anonymity has to be safeguarded by the researcher (see page 5, paragraph 4.3).

b) How and by whom will the voluntary informed consent from participants be undertaken? Please indicate in
particular if participants/respondents/subjects are children or young people, or are members of other
‘vulnerable populations’. (Letters to participants and/or any information sheets should be attached to this
form.)

The researcher will gain the consent prior to the expert interviews.

Benefits and risks

What are the benefits of the proposed research to the participants and/or for scientific knowledge in general?

As the participants of the research are employees of a decentralised construction company, they could be
interested in the research results, as these resuts can ease their future everyday work.

Previous research into CSFs related to construction industry usually focuses on single construction projects. The
development of a management accounting system tailored for decentralised construction companies, therefore
would make a significant contribution to previous research in this area.

What are the adverse effects may result from the research? How will these adverse effects be dealt with?

6 Application Form - 26/03/18
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at CHELTENHAM and GLOUCESTER

From the researchers point of view, there are no adverse effects arising from the research, in general.

Though, as sensitive issues may arise during covert observation and/or expert interviews, the anonymity of all
participants need to be safeguarded at any time.

A risk could be that the research results are unsatisfactory and thus the participants have lost time. To prevent
negative consequences for the participants, the researcher has to ensure the backing of the entire top
management prior to the expert interviews. It is the researcher’s duty to make clear within the company that he
on his own is responsible for the success of the research. In this case, as the researcher is owner of the
company, the risk for the participants is small.

a) Please indicate any possible risks to the researchers, participants, other persons or the environment: (Please
tick as appropriate)

1. Environmental Not applicable Click here to enter text.
2. Legal Not applicable Click here to enter text,
3. Physical Not applicable All participants and the researcher know

each other for many years. There is no risk of
physical violence or similar.

4. Physiological Not applicable Click here to enter text.

5. Psychological Psychological intrusion from questionnaires,
interview schedules, observation techniques

6. Social, Cultural and Contravention of social/cultural boundaries Click here to enter text.
Professional

b) If you have ticked any of the previous remarks, please describe the actions that will be taken to minimise the
risk.

As the covert observation already took place in the past, it is the researcher’s duty to explain exactly why he observed
internal processes within the company. It is also the researcher’s duty to explain to every participant that there are no
negative consequences arising from the observation and that the observation findings only are used for research purpose
and have no affect on the employment.
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c) If this project requires the use of any special procedures or techniques, please describe any training or

competency assessment to be undertaken by investigator(s).

Click here to enter text.
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Anonymity / Confidentiality
Please indicate measures that will be taken to protect and maintain the anonymity and/or confidentiality of
participants.

Individuals (not even the branch of the single participant) will not be identifiable within publications (see page
4, paragraph 3.4).

Expert interviews:

The interviews with all approximately 23 experts are simply numbered from 1 to 23. No names or branches will
be recorded by the researcher.

Covert observation:

Within the notes of the covert observation, the researcher does not record any names of individuals or

branches at any time. This ensures 100% anonymity also in this research part.

After the Viva, all stored data will be deleted by the researcher.

Data storage

Wihiefe il VoilF slata ke Structured database on the researcher’s computer

stored?

Will data be stored in secure

premises (e.g., locked lab or yes The IT department sets up an additional
office, password protected password protecting the data resulting
computer) from observation and expert interviews.

Monday, 26 March 2018

Signature of researcher(s) TiF Daniel Ressanbach

Click here to enter a
date.

Monday, 26 March 2018

Dean Williams

Signature of supervisor (s) (if
appropriate)

Click here to enter a
date.

Click here to enter a
date.

NB: forms not fully completed and signed by researcher/s and supervisor/s (where appropriate) will be returned.
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Risk assessment (see pages 10-12 for more information)

Risk assessment

Faculty/Department: Click here to enter text.
Campus Park Click here to enter text.
Location: Cheltenham Click here to enter text.
Activity/Task Assessed:
Assessment Date: Click here to enter a date.
Manager/HoD/Dissertation Supervisor
Signature:
Date Click here to enter a date.
Assessment Review date: Click here to enter a date.
10 Application Form - 26/03/18
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UNIVERSITY OF GLOUCESTERSHIRE —RESEARCH ETHICS APPROVAL

RISK ASSESSMENT RECORD SHEET (see pages 10-12 for more information):
Assessed by: Tim Daniel Rossenbach

Risk Control | Likelihood Risk Action Action
Measures (with Level Required Completed
Currently in control (date and

Persons
exposed
(employees,

Possible
Hazards

Severity
(without

control

measures)

students etc

place

measures)

signature)

in the research
area

All research work
takes place in
offices

Lone working low n/a nfa Unlikely low n/a
Click here
to enter a
date.
Pregnant workers | [ow n/a Unlikely low n/a
All participants in AL n
the research are Click here
males fo enter a
date.
Working with low n/a Unlikely low n/a
children or
vulnerable goups All participants in Click here
the research are
adults and not to enter a
disabled date.
Violence low Participants, Organisation’s Unlikely low nfa
researcher code of conduct
Click here
to enter a
date.
Allegations of low Participants, Organisation’s | Unlikely low n/a
inappropriate researcher code of conduct
behaviour Click here
to enter a
date.
Lack of first aid low Participants, first-aid kits in Unlikely low n/a
provision or researcher all branches
support provision -
for psychological Click here
trauma to enter a
date.
Physical hazards low n/a Unlikely low n/a

Click here
to enter a
date.

Hazard: Something that has the potential to cause harm

Severity:The degree of harm which the uncontrolled hazard has the potential to cause

Likelihood:The probability that the hazard potential will be realised, taking into account any risk control measures in

place

Risk:Risk expresses the likelihood that the harm from a particular hazard is realised, taking into account Severity.

11
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Before submitting your application to FREP/REC please check and complete the following check
list.

Have you completed all sections of the ethics approval form? yes
Have you completed a risk assessment (and noted risk to participants AND researchers?) yes
Have you included recruitment materials (e.g., posters, email pro forma, flyers) not applicable

Have you included your information letter (s) — this includes letters to parents, participants | no
and organisations
Have you included your consent form (s) — includes consent to parents and/or assent to | yes
participants if they can make an informed judgement about whether they want to
participate (even if under 18 years)

Have you enclosed a copy of your CRB (if appropriate) no
Have you enclosed a copy of interview questions / questionnaires (if appropriate)? yes
Have you included information regarding how long you will keep data, where it will be | yes
stored, and how you will destroy data
Have you indicated measures that will be taken to protect and maintain the anonymity | yes
and/or confidentiality of participants
Have you enclosed any other supporting material (please specify) no

12 Application Form - 26/03/18
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Appendix 2: Interview consent form

Interview Consent Form

Research project title: The development of a management accounting system

for decentralised construction companies.
Research investigator: Tim Daniel Rossenbach

Research participant’s name:

The duration of the intended interview will be 60-90 minutes. You have the right to refuse the
participation, to stop the interview or withdraw from the research at any time. Your decision

will have no effect on employment status or conditions.

Ethical procedures for academic research undertaken from UK institutions require that
interviewees explicitly agree to being interviewed and to how the information contained in
their interview will be used. This consent form is necessary to ensure that you understand
the purpose of your involvement and that you agree to the conditions of your participation.

Please would you sign this form to certify that you approve following:

e the interview will be recorded and a transcript will be produced

« you will be sent the transcript and given the opportunity to correct any factual errors

¢ the transcript of the interview will be analysed by Tim Daniel Rossenbach as research
investigator

e access to the interview transcripts will be limited to Tim Daniel Rossenbach

¢ any summary interview content, or direct quotations from the interview, that are made
available through academic publication or other academic outlets will be anonymized
so that you cannot be identified, and care will be taken to ensure that other
information in the interview that could identify you is not revealed

¢ the actual recording will be destroyed after the research project is completed

e any variation of the conditions above will only occur with your further explicit approval

Printed Name:

Interview participation: yes no_
Participant’s Signature: Date:
Researcher’s Signature: Date:
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Appendix 3: Covert observation consent form

Covert Observation Consent Form

Research project title: The development of a management accounting system

for decentralised construction companies.
Research investigator: Tim Daniel Rossenbach

Research participant’s name:

Within this research project, covert observation by the named researcher was undertaken. |
hereby can give or refuse my ex post consent to Tim Daniel Rossenbach whose signature
appears below, to use the notes taken of my work activities for academic purposes within the
research project named. Giving or refusing consent will have no effect on employment status
or conditions. | signing this consent form acknowledge and approve the following:

e Tim Daniel Rossenbach is allowed to use these notes within the research project
mentioned above

e | will be sent a copy of the notes taken and given the opportunity to correct any
factual errors

¢ the notes of my work activities will be analysed by Tim Daniel Rossenbach as the
research investigator

e access to the notes will be limited to Tim Daniel Rossenbach

e any summary observation content, or direct quotations from the notes, that are made
available through academic publication or other academic outlets will be anonymized
so that | cannot be identified, and care will be taken to ensure that other information
in the notes that could identify me is not revealed

¢ the notes will be destroyed after the research project is completed

e any variation of the conditions above will only occur with my further explicit approval

Printed Name:

Consent: yes no_
Participant’s Signature: Date:
Researcher’s Signature: Date:
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Appendix 4: Research ethics committee correspondence

[ROSSENBACH, Tim] (REC/19/18)

The development of a management accounting system for decentralised construction companies

Research Ethics Committee discussed the research proposal and requested further information, clarification or action from the
Researcher in relation to the following:

a)

b)

c)

d)

e)

f)

g)

h)

Clarification from the Researcher that permission has been granted from his employer for research, and that there will not
be any intellectual property rights or Data Protection issues?

Please see separate letter (written and signed by the researcher as he is owner of the company and therefore has sole
power of attorney).

If there is a contract in place between the Researcher and his employer, Bohle, the Insurance Manager at the University (a
member of the Research Ethics Committee) has offered to review this in terms of liability.
Not necessary, as the researcher is owner of the company.

Under question 7 of the form, regarding actions to comply with the Data Protection Act, the answer is ‘no’. Clarification is
sought as to whether there is no personal data, or whether there is, and if there is, what action will be taken to comply
with the act.

The answer must be ‘yes’. The following actions have been taken to ensure compliance with the Data Protection Act: All
personal data (names or branch membership) resulting from the observation and/or expert interviews will be anonymised.
Nobody, except the researcher, will be able to make connections between individual interviews or observation and
individual employees.

Under ‘benefits’, the Researcher makes the statement: ‘As the participants of the research are employees of a decentralised
construction company, they are interested in the research results, as the results will assist their future everyday work’. It
would be prudent to amend this to say that they could be interested.

Correct. The researcher has amended the wording.

Under ‘adverse effects’, the Researcher states that anonymity of the participants will ensure negative consequences are
prevented. The Committee would like to know how the Researcher will achieve this.

The researcher has amended the wording: A risk could be that the research results are unsatisfactory and thus the
participants have lost time. To prevent negative consequences for the participants, the researcher has to ensure the
backing of the entire top management prior to the expert interviews. It is the researcher’s duty to make clear within the
company that he on his own is responsible for the success of the research. In this case, as the researcher is owner of the
company, the risk for the participants is small.

Under ‘Risk of Harm’, the answer is ‘no’ against each question. The Researcher should consider whether questions 3, 5 and
6 (physical, psychological and professional) should actually be answered as ‘yes’, particularly if the person who has been
covertly interviewed was not happy about it. The Researcher should consider these areas and advise on actions to minimise
the risk.

3. The researcher cannot identify a risk of physical harm within the intended research. All participants and the
researcher know each other for many years. There is no risk of physical violence or similar.
5. As the covert observation already took place in the past, it is the researcher’s duty to carefully explain why he

observed internal processes within the company. It is also the researcher’s duty to explain to every participant that
there are no negative consequences arising from the observation and that the observation findings only are used
for research purpose and have no affect on the employment.

6. Pretty similar to 5.. It is not common to observe colleagues during their work. Therefore, the researcher has to
ensure that every participant understands why the researcher has observed them during work.

Data Storage: will the data stored on the Researcher’s computer be password protected (in addition to the password to
access the computer)?
The IT department sets up an additional password protecting the data resulting from observation and expert interviews.

Under the risk assessment: the Researcher appears to be working alone with one employee, which should be noted as lone
working. The Researcher would need to consider lone working in the risk assessment, including taking interviews whilst
onsite, and consider ‘what ifs’, scenarios such as how to end an interview without upsetting the participant.

The researcher does not agree here. There is no lone working at any time. Scenarios as how to end an interview without
upsetting the participant are clearly regulated within the company’s code of conduct (“respectful interaction at any time”).

The Committee has asked that the Researcher send them a copy of the Code of Conduct (relating to violence and
allegations of inappropriate behaviour). The Researcher should also advise how he intends to handle such situations.
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k)

Translated from the Code of Conduct (page 6): “No supervisor/colleague/employee is sexually or personally
harassed, discriminated or even threatened by language, gestures or even physical contact.”

The last paragraph of the form states ‘participants will receive important information regarding the research study’.
Clarification is sought on what is included within this.

This includes information regarding the benefits arising from the research for every single participant (e.g. more effective
decision making as every participant will know his information needs better).

The last paragraph also states that “interview results will be stored appropriately”. Further information is required in
relation to this to determine exactly how the results would be stored.

All data will be stored on a structured database on the researcher’s computer. The IT department sets up an additional
password protecting the data. After the research project all data will be destroyed.

Finally the Committee would like to advise that consent cannot be given after the event has already occurred, but that
participants can only give their consent for the data collected to be used. Clarification is also required about who will be
told about the data collection, whether this would only be the interviewees?

Correct. The wording of the covert observation consent form is: “Within this research project, covert observation by the
named researcher was undertaken. | hereby give my ex post consent to Tim Daniel Rossenbach whose signature appears
below, to use the notes taken of my work activities for academic purposes within the research project named”.

Resolved: the Researchers were asked to address the above points of clarification, or amendments to the research proposal. The

Committee recommended that the Chair should take Chair’s Action to approve this outside the meeting, on the
provision that evidence to demonstrate the above amendments and clarifications had been presented.

Action: Researcher / Chair / Officer
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Appendix 5: Approval by ethics committee (Email)

e ™0 et RE: Revi
| nachricht | Diatit
s f "-‘t'l = 8l Besprechung 1 % Regel |; ?
. - _‘é " > W] onenote Il
&Junk_E_rﬂa” - Loschen | Antworten  Allen  Weiterleiten 8 waiters ~ Werschieben A =r Kategorisieren Machverfolgung
antworten = v 2] Axtionen - i i
Laschen Anbworten Verschieben Kategorien
@ Sie haben am 01.08.2018 15:23 auf diese Nachricht geantwortet,
Von: Secretariat <secretariat@glos.ac.uk>
A RYALL, Emily {Or); Rossenbach, Tim
co Rossenbach, Tim
Eetreff: RE: Revised Research Ethics Forms
.rx-|-1-|-2-|-3--|-4-|-E-|-6-|-?-|-5-|-9-|-1{--|-11-|-12-|-1E-|-14-|-15-|-1E-|-1F-|-1..5-|-1?-|
Dear Tim
Please use the following as your approval reference code if required: REC.18.30.8.
Kind Regards
Steph
Steph Base

Governance & Secretariat Administrator

A University of Gloucestershire

Governance & Secretariat Services

FW203 Fullwood House, The Park, Cheltenham, GL50 2RH
Tel:

Email:

Web: WWW. glos.ac.uk

fe [T

From: RYALL, Emily (Dr)

Sent: 27 July 2018 13:48

To: Rossenbach, Tim

Ce: Secretariat ;

Subject: RE: Revised Rescarch Ethics Forms

Thanks Tim for acknowledging the issues and adapting your consent documents.

I’m happy on the basis of what I've seen to approve your project via Chair’s action.

Steph. are you able to provide Tim with an approval reference code and file the documentation?

Good luck with your research project. Please do not hesitate to get in contact if you require more advice.

Regards,

Emily

Dr Emily Ryall

Research Ethies Chair
University of Gloucestershire
Email: c i
Phone:

Research Ethics Webpage

From: Rossenbach, Tim
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Appendix 6: Brief introduction into research study and context

Title of research project

The development of a management accounting system for decentralised construction

companies

Purpose of the research project

The aim of this research is to develop a management accounting system for

decentralised construction companies to support effective decision-making.

Research objectives:

1. To explore the critical success factors within decentralised construction
companies.

2. To critically evaluate how the management accounting system supports the
achievement of management’s critical success factors within decentralised

construction companies.

As each construction project varies and contains specific risks for managers of
construction companies it is hard to be well-informed about all circumstances.
Furthermore, managers in decentralised construction companies cannot visit all
construction sites within their area of responsibility on a regular basis. Thus, only on
site staff know answers to many crucial questions (e.g. quality of the work carried out,
degree of adherence to schedules, degree of customer satisfaction). Therefore, it is
crucial to have a system available to ensure the flow of information between
construction sites and managers (branch managers, division managers, and senior

management) to ensure effective decision making.

Within business operations, problems occasionally arise that are so important that
they necessitate senior management involvement (e.g. payment difficulties of an
important client). Although a decentralised company organisation with several
branches leads to decision decentralisation (i.e. the branch managers make many
decisions), this organisational form also makes it more challenging for managers to

maintain a clear overview and make the right decisions.
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Management accounting provides managers at all levels with crucial information to
plan, monitor and control organisations’ operations and therefore to reach particular
business objectives. These business objectives are usually formulated by the

company owner.

One approach to determine what information is crucial is the CSFs method by
Rockart. This method enables the manager to identify those few key elements that
‘must go right’ to achieve business objectives and to reduce the risk of business
failure.
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Appendix 7: Brief summary of “Chief Executives Define Their Own Data Needs” (Rockart,
1979)

Summary: “Chief Executives Define Their Own Data Needs”, (Rockart, 1979)

Rockart deals with the problem of the information explosion related to management

information systems.

Many managers have to go through reams of reports and try to determine for themselves
what are the most critical pieces of information contained in the reports so that they can take
necessary action and correct any problems that have arisen. It is clear that a problem exists

with defining exactly what data a manager needs.
There are several approaches related to information needs.

By-product technique

In this method, little attention is actually paid to the real information needs of the manager.
The organisation’s computer-based information process is centred on the development of
operational systems that perform the required paperwork processing for the company.
Attention is focused therefore, on systems that process payroll, accounts payable, billing,

inventory, accounts receivable, and so on.

Null approach

This method is characterised by statements that might be paraphrased in the following way:
“Managers’ activities are dynamic and ever changing, so one cannot predetermine exactly
what information will be needed to deal with changing events at any point in time. These
managers, therefore, are and must be dependent on future-oriented, rapidly assembled,
most often subjective, and informal information delivered by word and mouth from trusted
advisers.”

Key indicator system

This procedure is based on three concepts. The first concept is the selection of a set of key
indicators of the health of the business. Information is collected on each of these indicators.
The second concept is exception reporting - that is, the ability to make available to the
manager, if desired, only those indicators where performance is significantly different from
expected results. The third concept is the expanding availability of better, cheaper, and more

flexible visual display techniques.

Total study process

In this approach, numerous managers are queried about their total information needs, and
the results are compared with existing information systems. The subsystems necessary to

provide the information currently unavailable are identified and assigned priorities. This
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approach is a reaction to two decades of data processing during which single systems have
been developed for particular uses in relative isolation from each other and with little

attention to management information needs.
New CSF method

The CSF method focuses on individual managers and on each manager's current
information needs - both hard and soft. Moreover, it takes into consideration the fact that
information needs will vary from manager to manager and that these needs will change with
time for a particular manager.

CSFs are, for any business, the limited number of areas in which results, if they are
satisfactory, will ensure successful competitive performance for the organisation. They are
the few key areas where “things must go right” for the business to flourish. If results in these
areas are not adequate, the organisation’s efforts for the period will be less than desired. As
a result, the CSFs are areas of activity that should receive constant and careful attention
from management. The current status performance in each area should be continually
measured, and that information should be made available.

Goals represent the end points that an organisation hopes to reach. CSFs, however, are the

areas in which good performance is necessary to ensure attainment of those goals.
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Appendix 8: Brief summary of “A Primer On Critical Success Factors” (Bullen et al, 1981)

Summary: “A Primer On Critical Success Factors - chapter 3", (Bullen et al, 1981)

The expert interview will mainly follow the guidelines from Bullen et al, 1981.

Objectives of the interview:

1. The interviewer intends to understand the interviewee’s organisation and the mission
and role (the “world view”) of the interviewee within the context of his organisation as
the interviewee perceives them.

2. Furthermore, the interviewer wants to understand the goals and objectives of the
interviewee and elicit CSFs and measures from the interviewee.

3. In addition, the interviewer would like to assist the manager in better comprehending
her own information needs.

Interview procedure:

1. Opening of the interview (incl. brief introductory statement of how the CSF method is
used to determine managerial information needs)

Questions related to the interviewee’s mission and role within the organisation
Discussion of manager’s goals

Development of the manager’s CSFs

Prioritisation of CSFs

o0k W N

Determination of measures




Appendix 9: Definitions of “goal” and “CSF”

Definitions

“Goal”

A goal is an idea of the future or desired result that a person or a group of people envisions,
plans and commits to achieve. People endeavour to reach goals within a finite time by setting
deadlines.

In organisations, goal management consists of the process of recognising or inferring goals
of individual team-members, abandoning goals that are no longer relevant, identifying and
resolving conflicts among goals, and prioritising goals consistently for optimal team-
collaboration and effective operations.

For any successful commercial system, it means deriving profits by making the best quality
of goods or the best quality of services available to end-users (customers) at the best
possible cost. One distinguishes three fundamental categories of goals related to

technological system management: production goals, safety goals, and economy goals.

Organisational goal-management aims for individual employee goals and objectives to align
with the vision and strategic goals of the entire organisation. Goal-management provides

organisations with a mechanism to effectively communicate corporate goals and strategic

objectives to each person across the entire organisation. The key consists of having it all

emanate from a pivotal source and providing each person with a clear, consistent

organisational-goal message so that every employee understands how their efforts

contribute to an enterprise's success.

“Critical success factor”

Critical success factor (CSF) is a management term for an element that is necessary for an
organisation or project to achieve its goals. The CSFs underlie the officially communicated

goals. CSFs are not officially communicated and are those few things that must go well to

ensure success for a manager or an organisation and, therefore, they represent those

managerial or enterprise areas that must be given special and continual attention to bring

about high performance. CSFs include issues vital to an organization's current operating

activities and to its future success.
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Appendix 10: Interview guideline

Interview Guideline

Title:

The development of a management accounting system for decentralised construction

companies.

Research objectives:

1. To explore the critical success factors within decentralised construction companies.
2. To critically evaluate how the management accounting system supports the
achievement of management’s critical success factors within decentralised

construction companies.

1. Interviewee

1.1 What is your name?

1.2 How old are you?

1.3  How many years are you employed at this organisation?

1.4 How many companies in the construction industry have you been employed so far?
1.5 How many years do you work in the construction industry overall?

1.6 What is your position?

1.7  How is your position within the organisation integrated?

1.8 How many office workers are employed in your area of responsibility?

1.9 How many industrial workers (including external assembly personnel) are employed

in your area of responsibility?

11.01.2018 Page 1 T. Rossenbach
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Job of Interviewee

2.1 Please describe the role of a branch manager (chief executive officer, personnel
developer, quality manager).

2.2 Please describe the specific tasks of a branch manager (or managing director,
personnel developer, quality manager).

2.3  Please describe the duties of a branch manager (or managing director, personnel
developer, quality manager).

3. Goals

3.1 What are the short-term goals (up to one year) within your area of responsibility?

3.2  What are the medium-term goals (one to five years) within your area of responsibility?

3.3  What are the long-term goals (more than five years) within your area of responsibility?

3.4  Optional: Well, that's a set of goals that you'll be measured by the management.
Sometimes, managers also have less formal goals. Often these goals are just as
important, if not more important, than the official target agreements. Are there goals
that fit into this category within your area of responsibility ?

11.01.2018 Page 2 T. Rossenbach
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4. Critical success factors

41 Are there critical success factors that are typical for the construction industry?

4.2  Which critical success factors underlie the short-term goals within your area of

responsibility?

4.3  Which critical success factors underlie the medium-term goals within your area of

responsibility?

4.4  Which critical success factors underlie the long-term goals within your area of

responsibility?

4.5 In which areas does the performance have to be good in order to achieve the formal

goals within your area of responsibility?

4.6 In which areas does the performance have to be good in order to achieve the less
formal goals within your area of responsibility?

4.7  In which two or three areas would cause great harm, if a critical success factor is not

achieved?

4.8  There are internal critical success factors such as employee motivation. Which critical
success factors of this category exist within your area of responsibility?

4.9 There are external critical success factors such as customer satisfaction. Which
critical success factors of this category exist within your area of responsibility?

4.10 The organisation is highly decentralised. In this context, are there further critical

success factors within your area of responsibility?
4.11  Are there critical success factors that only exist within this company?

412 There are backward-looking critical success factors that can only be monitored by
managers (e.g. target-performance comparisons). Which critical success factors of
this category exist within your area of responsibility?

4.13 There are future-oriented critical success factors that managers can actively influence
(e.g. promotion of young talents). Which critical success factors of this category exist
within your area of responsibility?

414 There are soft critical success factors (e.g. relationship to boss, partner and family
support, employee motivation). Which critical success factors of this category exist

within your area of responsibility?

11.01.2018 Page 3 T. Rossenbach
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4.15

4.16

There are temporal critical success factors. Are there critical success factors of this
category within your area of responsibility?

Suppose you were on a three-month training course without access to the outside
world. Which three things would you most likely want to know about your area of
responsibility?

417 Let us now try to put all the critical success factors in an order (descending in
importance).

4.18 When looking at the list: are there any further critical success factors within your area
of responsibility?

11.01.2018 Page 4 T. Rossenbach
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5. Measures for Critical Success Factors

5.1 Let us now try to develop measures for the critical success factors with which the

success in the individual critical success factors can be measured.

5.2 In addition, we try to identify or develop the source or a tool for the individual

measures.

11.01.2018 Page 5 T. Rossenbach
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Appendix 11: Folder structure on researcher’s personal computer

Data base on researcher’s personal computer

e DBA
o 01 Application
o 02 Assignments
= DBAB03 Systematic literature review
= DBA501 Methodology and methods
= DBAb02 Action and case research
= DBAS504 Reflective professional development

o 03 RD1
= 1. attempt
= 2. attempt

= 3. final attempt
o 04 Thesis
= Backup copies
= 00 Methods
¢ 01 Analysis of commercial documents
o branch 01
o branch 02
o branch ...
o Overviews
e 02 Process/meeting observations
o Customer acquisition
= Participant A1
= Participant A2
= Participant ...
o Support of regular customers
= Participant A1
= Participant A2
= Participant ...
Qo
e (03 Semi-structured expert interviews
o Interview guideline
o Participant’s preparation
o Participant A1
= Transcript
= Notes

o Participant A2
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= Transcript
= Notes
o Participant ...
e 04 Ethics
01 Introduction
02 Literature review
e CSFs
o Construction industry
o Decentralised organisations
o Decentralised construction companies

o Construction industry

o Decentralised organisations

o Decentralised construction companies
= 03 Methodology
* 04 Case study

e Pilot

= 05 Bibliography
= 06 Appendices

o Viva voce

LVII




Appendix 12: Participants’ goals

Short-term goals

{sorted in desconding order by

s

1o reach target sales
to reach target profit

1o aveid work aceidents

to ensure a low pre-financing

1o avald project with negative margin
to reduce the fixed costs

Entries per participant

Medium-term goals

{sortd n descending arder by anires)

to avoid staff turnover

o iniliate a regeneratian of staff
to maintain employees' motivation
to maintain employess' health

to increase annual sales

to increase proportion of regular customers

Entries per participant

Long-term goals

{sortad in dsscanding ordar by antres)

LTG-01

to develop a successor

Entries per participant

Al

Al

A1

A2

B1

B1

c1

c1

A3

B2

83 As
1
1 1
1 1
3 3
83 As
1
1 1
]
i
4 1
83 As
0 0

B4

B4

A8

A8

A8

c2

c2

c2

A7

A7

86

A8

c3

A9

o1

o1
x

B7

B7

B7
x

Entries per goal
7 117
77

2017
217
1017
1117

Entries per goal
12017
9117
77
4117
a7
317

Entries per goal
1117

100%
100%
12%
12%

%

%
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Appendix 13: Short-term CSFs

Short-term CSFs

(5o incscencig orter by eniies)

Code  Description A A2 B1 C1 A3 A4 B2 B3 AS B4 A6 C2 BS A7 B A8 C3 A9 DI B7 EntriesperCSF

S5F-09  to develop partnerships with subcontractors 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 X x x 7 117 100%
SSF-04 market-driven (and customer-driven) price calculations 1 1 1 1 1 1 1 1 1 1 1 1 1 x x x 1317 7%
S5F-05 continuous Incoming orders 1 1 1 1 1 1 1 1 1 1 1 i 1 x x x 3 17 7%
SSF-01 permanent sales activity 1 1 1 1 1 1 1 1 1 x x x 9 (17 53%
SSF-03 1o ensure professional handling of first order (new cuslomer) 1 1 1 1 1 1 1 1 1 x x x o 17 5%
SSF-32 head office’s behaviour towards subcontractors 1 1 1 1 1 1 1 1 1 x x x 9 117 5%
SSF-13. timely billng 1 1 1 1 1 1 1 1 x x x 8 17 4%
SSF-21 employees' heallh 1 1 1 1 1 1 1 1 x x x 8 17 4%
SSF-02 permanent contact person for reguar customers. 1 1 1 1 1 1 1 x x x T 4%
SSF-06. to recognise addendum potential at an early stage 1 1 1 1 1 1 1 x x x T T 4%
SSF07 1o reslise addendums 1 1 1 1 1 1 1 x x x 7 s
S5F-19 balanced order structure 1 1 1 1 1 1 1 x x x 7T 4%
SSF-33 head office’s support on new topics 1 1 1 1 1 1 1 x x x T 4%
SSF-24 hanest nlernal communication ! flow of information 1 1 1 1 1 1 x x x & 117 3%
SSF-20 right construction site / customer (o right PM 1 1 1 1 1 x x x 5 17 29%
SSF-08. to develop a good reputation 1 1 1 1 x x x 4 24
SSF-16. 10 observe new customers closely 1 1 1 1 x x x 4 17 2%
SSF-23. to respond on employees' private needs / support of family and partner 1 1 1 1 x x x 4 I 4%
SSF-30  to develop new reguiar customers 1 1 1 1 X x x 4 117 4%
SSF-14 good interaction between BM and commercial personnel 1 1 1 x x x EI T AT
SSF-15 1o negotiate advance payments 1 1 1 X x x 3 7 8%
SSF-12 fai distribution of sites on PMs 1 1 x x x 2 7 2%
SSF-22. 1o pass risks from customer conlract to subcontracors 1 1 * x x 2 7 2%
SSF-25 no routine related to work safety 1 1 x x x 2 7 2%
SSF-26. to comply with speciications related to work safety 1 1 x x x 2 17 2%
SSF-27 1o generate new customers 1 1 1 x x x 2 7 2
SSF-20 no offer, if customer has unrealistc prise expectations 1 1 ¥ x x 2 7 %
SSF-34 further training for GMs, PMs, commercial staff, BMs 1 1 X x x 2 7 2%
SSF-36 quick decisions despite decentralised organisation 1 1 x x x 2 7 2%
SSF-10. to test new subcontractors on small sites first 1 x x x 1 " %
SSF-11 1o order all material directy on site 1 x x x 1 7 %
SSF-17 to work only with writen order 1 x x x 1 7 &%
SSF-18 customer acceptance asap 1 x x x 1 7 6%
SSF-28 to conduct risk assessmeris on sites 1 x x x 1 7%
SSF-31 1o avoid lawsuts with cusiomers 1 x x x 1 7 e
SSF-35 time of the year / weather 1 x x % 1 7 e
Entries per participant 10 ) 12 9 il 8 2 1M 0 ? M d0 16 1z 10 8 0 [ ]
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Appendix 14: Medium-/long-term CSFs

Medium-/long-term CSFs

{sorod n desconding onder by snies)

Code Description A1 A2 Bt C1 A3 A B2 B3 A5 B4 AS C2 B5S AT B6 A8 C3 A9 DI B7 Entries per CSF
MSF-01 bonuses for PMs and CMs 1 1 1 1 1 1 1 1 1 1 1 1 x x x 12 4w %
MSF-05 to offer perspectives to employees 1 1 1 1 1 1 1 1 1 1 1 1 x x x 2 41 %
MSF-11 intemal feedback culture 1 1 1 1 1 1 1 1 1 1 1 1 x x x 12 417 %
MSF-08  team spiit | working almosphere 1 1 1 1 1 1 1 1 1 1 1 x x x (Y7 5%
MSF-12  intemal transparency { clearly formulated and communicated competences 1 1 1 1 1 1 1 1 1 1 1 x x x oM 5%
MSF-13 adequate working haurs / working environment 1 1 1 1 1 1 1 1 1 1 x x x 10 i17 59%
MSF-17  identification with employer 1 1 1 1 1 1 1 1 1 x x % LI 5%
MSF-02 o train apprentices 1 1 1 1 1 1 1 1 x x x 8 i1 4%
MSF-04. regular training of PMs and CMs (technical, legal) 1 1 1 1 1 1 1 x x x T 1%
MSF-03 adequate number of own canstruclion workers 1 1 1 1 1 1 x x x & i1 1%
MSF-06  to demand and promote responsible work 1 1 1 1 1 1 x x x 6 (17 5%
MSF-07 trust relationship between branches and head office 1 1 1 1 1 1 x x x 6 i1 8%
MSF-15 to recruil young employees 1 1 1 1 1 1 x x % & 17 3%
MSF-21 welltrained staff (PMs. CMs) 1 1 1 1 1 1 x x x 6 i1 5%
MSF-24. to develop perscnal relationships to (regular) customers 1 1 1 1 1 x * x 5 i1 20%
MSF-16 to recruit new employees (PMs and CMs) 1 1 1 1 x x x 4 i1 24%
MSF-22 supraregional cooperation between branches 1 1 1 1 x x x a4 i 24%
MSF-10 1o develop regular customers from new customers 1 1 1 x x x 3w 18%
MSF-20. to comply with internal specifications (management-system) 1 1 1 x x % 3 18%
MSF-09  trust relationship to other BMs 1 1 x x x 2 12%
MSF-14 IT infrastructure (due to decentraised organisation) 1 1 x x x 2w 12%
MSF-18 1o optimise processes between branches and head office: 1 1 x x X 2 1 2%
MSF-19  to optimise commercial skills of PMs. 1 1 x x x 2 0w 12%
MSF-23 reasonable fixed costs in the head office 1 x x x 1 6%
MSF-25 general economic siuation 1 x x x 1 6%
Entries per participant 8 8 " 1 7 "1z N 8 ) 1 10 6 3 8 9 8 0 0 0

LXI




Appendix 15: Summary table of empirical work 1/5

‘Semi-structured expert interviews

to increase annual sales

MTG-06 {0 increase annual sales

MTG-06 toincrease annual sales.

Position| BM BM 8M BM
Years in current position 5 z & 10
Method | Description Years of experience >30 >30 >20 >20
| Short-term goals | Shortierm acals | Shent-torm goals | Short-term goals
STG-01 1o reach tarmet sales STG-O1 o reach taret sales STG-D o reach taret sales. STG-O1 1o reach tamet sales
STG-02  Io reach target proflt STG02 o reach tamet profit STG-02  ta reach tamet profit STG0Z  to reach tarmet profit
Short-/medium-flong-torm goals | Medium-term goals Medium-term goals Modium-torm goals Medium-term goals,
(sorted in descending order by entries) MTG-01 1o avoid staff tumover MTG-01 1o avoid staff tumover MTG-01 1o avod staff tumover MTG-01 10 avoid staff umover
MTG-02 (o iniliate a regeneration of siaff MTG-02 1o iniiate & regeneration of staff
MTG-04  lo maintain employees' motivation MTG-04 1o maintain employees’ motivation MTG-04  to maintain employees’ molivation

Long-torm goals Long-torm goals Long-term goals: Long-term goals:
LTGD1 _io develop w2 na na s wWa__ws
Number of short-term goals 2 2 2 2
Number of medium-term goals: 4 2 4 2
Number of long-term goals 1 0 0 0

GSFs (internal, external, temparary, hard, soft)
that tundrlie the short-term goals
(sorted in descending ordar by eniries)

Customer-ralated: ¢ o
Consiruction management-related:
Staff-raaled: biue

Decenralised organisation-related:
Extemal: red

SSF-31 1o avoid lawsuils with customers

CSFs (internal, external, temporary, hard, soft)
that underlie the medium-flong-term goals.
{sorted in dascending order by enlries)

Customer-related: <o
Construction

Staff-related: hiue

Decentralised organisatiort-related:
Extemal: rodd

CSFs (intornal, external, temporary, hard, soft)
that underlic the long-term goals
(sorted in by entries)

Number of short-term CSFs.

MSF-20  to comply

MSF-18 10 opiimise

MSF-20  to.comply with interal specifications (managsment-systerm)

na

na  wa

na

na

Number of medium-term CSFs

Number of long-term CSFs

all medium-term CSFs refated to HR

Top-5 short/medium-flong-term CSFs
i i

SSF& mﬂms«mmmm

16 avoid lawsuits with customers
P—— M.,,mm“,

Analysis of commercial documents

Process/mesting observations

MSF-20 o comply wi

MSF-18 o oplimise

average annual sales in € 2009-2017 2824.199€ 1843925 € 4201.115€ 738,876 €
average operational gross margin in € 2009-2017 BOT.T16 €| 75,596 € 1.036.000 €| 182.105 €|
average operational gross margin in % to sales 20082017 21.5% 41% 24.1% 2456%
average fixed costs in € 2009-2017 58B.870€ 389,568 € 736543 € 195440 €
average fixed costs in % to sales 2009-2017 09% 211% 17.2% 265%
average perational result in € 2009-2017 18.846 € a13m72€ 209457 € 13335 €
rago rosultin % to 7 07% A70% 7.0% 8%
average order value in € AT B0 €| 45977 € 9947B€ 14781 €
average number of construction sites per business year £ 20 43 50
200000 150000
o 100000
<2000 - so000
graph: aperational branch results 2009-2017 in € ~s00000 o
incl. trendline
-BA00O0 50000
-800000 -100000
-300000 -1000000 1 2 3 4 5 L 7 & 9 -150000
9 5y Poor sales activiies (aimost no tenders between October 2017 5y Permant search for possible new cusiomers in Bavaria, ciose + TG6uS More on projects Margins, 1855 on (olal saies Ngures:
SARRE, woadCaTn oS R LRt peman Wil Ihellanc), per- SRz c SSFO1 nd summer 2018, reasan unknawn) SSFO1 cotboraion wih cairal markeling department (monihly mestngs) {annual budge! meetings 2011-presant)
ssr.aq 10048 on new regul . BM forc. having| ggp 1o BM tred 1o acquire many very smal orders (each < 300D €], 2016r. | gop o, weekly visls sar.ga 1005 08 hioh quaity sevice and expertse related o technical
regular c. potantial 6.g. Dainier, Porsche, Bosch), 2014-pr, +transit fimes for PMsiworkers; target sales figure w.n.b, achieved years, 2010-present Know-how (feedback from customer *Strabag", 2014-present]
SSF-29  minimum margin of 15% in his price calculatons, pers. ¢, 2016 MSF-24 it vists of the Okioberfest wih customers, 2010-present MSF-24 jaint visits of the Okloberfest with customers, 2010-present MSF-24 jaint visits of the Okloberfest with customers, 2010-present
Ly BM develoy e |
MeF-24 Daimier 4, MSF-2¢  customar in-houss trainings related to new materials
ssr.03 1 professional handiing of orders: project “Basch, 2017 and "Porsche’.
2018
sorge Severdl feg Trom Spain| gor oo reguiar ssues relaied o the acquisitin of extemal workers (projects, ssrop reguEr (projects, SSF.0p  Ac9usiton of addendum poieniias through a detalled Iechnical
mmmmmmumn zmwswn | warkers, | workars i stronaly rising )
” on timely biling (low billable sem-finished works: . ’ 1 stalf may work very trust 7 alter scquisition, custorners {very often) aiso order the addendum
ss13 In g s, 2015-present FEFR18, gbia:sd iofects Wl Veny el sl docplaficn, 2016 prsesnt R4 MS and BM, ST cors o o tha oty usitd tacheiea nocessity, 2014
srag close col 1 BM and commerclel member of siafl (oint| ooy PMSICMs hisve issues elaled (o ordering materisls according o sspq7 19cuS On alegall proper order processing from PMs, also related to
Fervdin o i b 2075 rasen, the intemal speciications (several @xamples i1 2018) 1T walten orters, 2017-18
e y 1 Poor observalion of new customers during contruction works by BM - BM| . mhpﬂd\rhksﬁm\nnimﬂnmmmvnmmln
SSF-11 o accsss o a o, workers had 1o carTy materials from laies o st 2017|  SSF-18 P20 SPeEES ssF22 il s
seraq A lawsuil vith regular customer, consequences: mpact on fiquidty and|
- cusiomer, 2014
weekly branch mestings with all PM/CM, where 2l current projects are P complains about e missing possibilly to give mulual ntorai 3 focus on a regular flow of information wilhin branch's team (weekly .
SsF24 etk ) =2 ity seF2e e - SSF-34  focus on regular further rainings for branch's PMs/CMs, 2010-prasent
s5F-21,23 Oiseased PM was aliowed tostay home in order fo got well again (BM's |+ PMs have itle raspect towards BM (PM' ramarks in personal moetings. MSF.ps 1S to hold close contact especially fo young employees 1o regulsry| i s regular personal conversafons wiih young PM about future carcer|
" decision without MD invalvement), 2017 2017/2018 il tives to them, possibiliies within the comoany, 2016-oresent
I Ms i the annual b 14-{+ one PM out o the branch regularly shows fite: towards BM, i B ing h I .
.ot Ul fo borses for PMEICH i he sl bucet moath, 2014- e ; regularly respect B Jy mersingsin the beangh inc.Jent kine, 2048-present Wi 0B o adm g e i o st i
. - 15 detision fo mave Into a new branch buiding In order to provide a better| < el o T 8 e e B i e
MSF-08  issues at PM-feve due to three weeks vacation of one PM, 2012 MSF-11  missing branch intemal feedback culture, 2015-present MSF-13 o s L2017 MBF13" i arvirrment, 2017
S B3 e b Ik ARG 3 Sty COSr ATl e UG WO | pppy (St oo e B ol el DU w10 spalood| iy ot Ot I i GG Bt =
Lin order not 1o 106se & customer. pers. ¢ - mutual inger-pointing (2017-present) (monthly meetings in branch or head fice), 2001
MSF.14,15 BM gives supgenstors relaled o the mﬂmeum m— \ERTE S comply with ntemal specfication (management-system)| o - o TeQUIAT Compiains abou! procasses between branch and head office
rolated to decentralised organisation 19 (“bobrouter*), 2016-2017 20" retated fo the commissioning of subcontractors, 2014 {e. HR processss, 201d-sresent)
Ao . " " o quating due 10 the bad planned implementation of a new price
(colls fion with MDs SSF-33 lawyers made decisions that led to addition costs, Daimier. 2014 SSF-33 i . 2015

administration Whm-h—dnﬂh\ )
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Appendix 15: Summary table of empirical work 2/5

‘Semi-structured expert interviews

iong
(sored in descending order by entries)

MTG-02 (o initiate & regeneration of staff

MTG-03
MTG-06

to maintain emplovess’ health
to increase annual sales

MTG-01 1o avaid staff tumaver
MTG-02 o initiate & regeneration of staff
MTG.04  tomaintain employses’ motivation

Position| BM BM 8M BM
Years in current position 5 4 5 18
Method | Description Years of experience >20 >10 230 20
{Shortterm goals | Shortierm acals | Shent-torm goals | Short-term goals
STG-01 1o reach tarmet sales STG-O1 o reach taret sales STG-D1  to reach targel sales STG-01 o reach tamet sales
STG-02  Io reach target proflt STG02 o reach tamet profit STG-02  tareach tamet profit STG-02  to reach taret profit
STGD4 1o avod work accidents
STG06 o ensure alow pre-financing
Short-/medium-flong-torm goals Medium-torm goals Medium-torm goal Modium-torm goals Medium-term goals,

MTG-01 10 avoid staff umover
MTG-02 1o nitiate & regeneration of staff
MTG04 to maintain employess’ molivation

MTG05 o increase proportion of requiar customers

CSFs (internal, external, temparary, hard, soft)
that tunderlle the short-term goals
(sorted in descending ordar by eniries)

Customer-ralated: e o
Construction management-related: -
Staff-relaled: biue

Deceniralised organisation-related:
Extemal red

CSFs (internal, external, temporary, hard, soft)
that underlie the medium-flong-term goals.
{sorted in dascending order by enlries)

Customer-related: o1
Construction

Staff-related: biue

Decentralised organisatiort-related:
Extemal: reds

Long-term goals Long-torm goals Long-torm goals Long-term goals:
s na w2 na na s wWa__ws
Number of short-term goals 2 2 3 3
Number of medium-term goals: o 3 3 4
Number of long-term goals 0 0 0 0

SSF-33  head office's support an new topics.

MSF-14 [T infrastructure (due to deceniraiised crganisation)

_ S$SF-32  head office’s behaviour lowards subconiraiors || s8F% hadafids bolivour owards subconiosiors

MSF-14 [T infrasiructure (due lo deceniralised croanisation)

CSFs (intornal, external, temporary, hard, soft)
that underlic the long-term goals
(sorted in by entries)

nia

na

na

na  wa

wa  wa

Number of short-term CSFs.

Number of medium-term CSFs

Number of long-term CSFs

Top-5 short/medium-flong-term CSFs

y

calculation software, 2015

Long-term CSFs Long-term CSFs Long-term CSFs. Long-term CSFs
LSF-01_nia wa__na na__wa na__wa
average annual sales in € 2009-2017 7522837 € 372802 € 4488563 € 6640143 €
average operational gross margin in € 2009-2017 891728 € B50.946 € 1105478 € 1343159 €]
average operational gross margin in % to sales 2009-2017 1.9% 175% 24.7% 202%
average fixed costs in € 2009-2017 1190658 € 718.512€ 877500 € 1283594 €
£ |avorage fixed casts in % to sales 20092017 15.8% 18.3% 12.8% 19.3%
E‘ average oporational result in € 2009-2017 298930 € 68566 € 227078 € 59565 €
E
5 rage rosultin % to 1 0% 18% 51% 09%
E average order value in € 124741 € 55762 € 69413€ 28483 €
5 |average number of construction sites per business year &0 67 8 233
2
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graph: aperational branch results 2009-2017 in € c 9 || -200000 it 200000
incl. trandline e 00 sy
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1500000 200000 300000 | 1200000
SSr.20 W Prices offered in order 1o Gonvince a potential new customer and 0 get| ¢ . focus on JObS.T0M | gr.oq BM reguiarly Uis 1o denify new ways. of how 10 acauire new Sar.01 _Gustomer alematives required, when German consiruction ustry came
the job (project "Holsl", Munich In 2012) ame customers (g cisstomer rainings), 2015-present o roubles - shorl-ime work, 2010-2012
4 Only suparicial relationships 1o cuslomers of custamers' representaies.| e oo , " ‘B is requiary on site, 1 an order for a new customer Is procassed 4 Implementation of an employee wh s responsible for price
MsF-24 St Superi SSF-20  minimum margi of 15% In his price calculations, pers. c. 2017 BRE e e i o S5F.04 Ll
i 5 - focus on one customer: iSsues afler ratremant of an archilsct, who was 3o @fter the loss of alarge regular customer (approx. 25% of annual 7 :
MSF-24  joint visits of Tennis matches In Hannover, 2010-2011 {an important regular customer for many years, 2014 SSF-30 sbes). o Facti T o i e sl 2017, SSF-01  regular 3
y 4 many close personal relationships to (cid) regular cuslamers
SSF-19 one largs construction it lod to.a big loss, Hannover, 2015 MSEZ T CoR e
S5r.ge D18 commercial loss on site in Hannover due (o manpowsr ssues (no| ¢ " sevaral parinerships wilh subconiraciors (eg. "AS Bauregia’, Hamburg) | g oo focus on longdemn parinerships wih subconiraciors (only very few) o oo inteniion o hire a new PM, who should mainly idenifly and realiss
workers available). 2015 i 2012-present ibcontractors for the size of the branch), 2015-present. """ acdendum (potential). personal conversation 2018
ssrz0 @Ways Uies 1o igure out which FM is the right one for a paricular| oo . customer bied o pul company under pressure dus 1o slowly billng, profect| e 15 P'focus on ey bilng (fow bilable semi-finished works SsF.0g  "Pgular ssues related 1o the acquisition of extmal workers (projocts,
customar with BM, “HoenTier" in 2015 in &ling s, 2015-present ‘where 1o extermal warkers wers avaiabie), 2013-gresent
S5F.15 oot Obsenvalion of new cusfomers during contruction works by BM - BM| o PMs are cleary instructed only 1o begin wih works, if & wilen order s| o o mejor issues on  regular customers site due o the retiement o a highly| e 4, Cusiomer e o put company under pressure cue fo slowly biling, projec
is qenerall far away from the constructon sies, 2012-oresent 7 avaiable, 2013-resent ‘experienced PM, 2013-2014 “ Vatienfal n 2010
K sFgz ey risks arsing ot of the customer contract were nol passed 1o gop oy major lawsull with regular customer, consequences: impacton liuidty and| ¢qp oo o focus on work safety due lo several industial cuslomers, closel gop g @ PM that dd nol fil o a particular cusiomer's representafives, caused a)
i ‘subcontractors, (projects "Phonix’, “Sparkasse Hannover”, 2014-pr.) a lost requiar cusiomer, 2013 collaboration with QM. 2015-present ‘maior commercial loss an a site, 2011
5 SeF.10  Several lims, new subconiractors were used on fuge projects first ser.26 @ PM dd not comply wih vaild technical specifications and schedule, a
o (projects "Phdnix", * H.7, "Gering", 2012-pr.) big 2010
£ 5 good relalionship 1o branch's staff due |0 respondance on employees| gap g rogular furiher Irainings for PNSCMs o improve ther techrical and legal 2 PM was alloned o change the customer who he is respinsibie for, in
g SSFZ3 et whersever passible (oersonal canv.), 2012.0r SSE3% nowtedge, 2017-present MSRD] EM 10-proeent SSFZ3 der o work closer o s amiy, 2013
£ . close contact fo young employees in order to lustrate possible carcers o4 regular further trainings for PMS/CMs to improve their technical and legal
é MSF-03  focus on an adequate numibar of own GMs and workers, 2014-pr, MSF-03  focus on an adequate number of cwn CMs and workers, 2016-pr. MSF-05 s <or el b ssFa4 ! T
- 2 CM did not communicate an existing asdandum potentia, as he was not
2 oibralod i s o S ok o e e MSF.02  annuslly new apprentices are hired, 2015-prasent MSF.02  annually new apprenlices are hired, 2012-prsent
« entire site team incl, CM departed to'a competitor, 2016
-« young GM
a PM, support by central HR depariment, 2014
.07 BM Usualy wanis (o decide on s own {related lo HR, material sourcing, gor 2o demands parnership bahavlour (owards subconiraciors from hoad offce| oo o, demands. parinership behaviour towards subcontraciors from hoad offica] g o o1 B (e 1o avox lawsiits and therefore Involvement of head ofica’s legal
legal Issues, e1c.), 2012-present (6.0, related o payments i tme), 2017-prosent (&.0.relatedt 1o payments in time), 2016-present deparimant n order nol 1o oose a customer, 2012-present
5o BM ofien does. not comply with intemal specifications (e.0. BM demanded| - 5s  €Xpects more support from the head office relsted to now topics. 43 ©¥pects more support from the head office reiated to new foplcs -
related to decentralised organisation MSF20 o o comparry car that did not ft nkos his budget, 2015) SSF33 (o wminingfora new T foal), seversl pers. . from 2016 BEFS | g for s s T 01} bevernl e 6 oo 200 MSF-07 - close collaboraion with central marketing in head office, 2015-present
eosbopion it VD s S e ok st darmat Tt B s T o 2 e pres S e o st il vVt el 211
administralion deparimens i the head offce, .| ssr.3g @ Quoling due fo the bad planned implementation of a new price

X




Appendix 15: Summary table of empirical work 3/5

‘Semi-structured expert interviows

CSFs (internal, external, temparary, hard, soft)
that tunderlle the short-term goals
(soried in descending order by enries)

Customer-ralated: e o
Construction managementrelated: -
Staff-relaled: biue

Deceniralised organisation-related:
Extemal red

S5F33

SSF-36

e o' VTt e LR

quick decisic

§5F-32

CSFs (internal, external, temporary, hard, soft)
that underlie the medium-flong-term goals.
{sorted in descending order by enlries)

Customer-related: e
Construction

Staff-related: biue

Decentralised organisatio-related:
Extemal: reds

MSF-22

Position, BM BM 8M BM
Years in current position| 3 & 5 18
Method | Description Years of experience >30 =30 =30 =30
{Shortterm goals | Shortterm aoals | Shert-term goals |Short-term goals
STG-01  |g reach tarmet sales STG-01 10 reach tamet sales STG-D1  to reach target sales STG-01 1o reach tarmet sales.
STG-02 (o reach taret profit STG02 o reach target profit STG02  toreach tarmet profit STG02 o reach target profit
STG06 1o ensure a low pre-financing
Short-/medium-flong-term goals Medium-term goals Medium-term goals Medium-term goals Medium-term goals
(sorted i descending order by eniries) MTG-01 1o avoid staff tumover MTG-01 1o avoid staff tumaver MTG-01 1o avoid staff tumaver
MTG-02 o initiate & regeneration of staff MTG-02 1oinitiate a reqeneration of staff
MTG-04  to maintain employees’ molivation
MTG-03  to maintain employees® health
MTG-05 toincrease proportion of reqular customers.
Long-torm goals Long-torm goals Long-torm goals Long-term goals:
na__na w2 na na s wa s
Number of short-term goals 3 2 2 2
Number of medium-term goals. 1 | 2 4
Number of long-term goals 0 0 0 0

head office’s behaviour towards subcontractors.

‘supraregional cooperation between branches.

MSF-20  to comply
MSF-08  trust relationship to other BMs
23 reasonable fixed costs in the head office
CSFs (internal, external, temporary, hard, soft)
that underlie the long-term goals na  wa na  na na  wa wa  wa
(sorted in by eniries)
Number of short-term CSFs. " 10 E] 1
Number of medium-term CSFs 8 9 k] 10
Number of long-term CSFs 0 0 0 0

Top-5 short+medium-/long-term CSFs
i

—— e e

MSF-23  reasonable fixed costs in the head office

MSF-22  suprareglonal cooperafion between branches
Long-term CSFs Long-term CSFs Long-term CSFs Long-term CSFs
na na na_na na__wa na __wa
average annual sales in € 2009-2017 6.008.144 € 988446 € 3860418 € 4472332€
average operational gross margin in € 20082017 1008535 € 330.020€ 555229€ 1311847€
average operational gross margin in % to sales 20082017 16.0% 34.3% 14,3% 203%
average fixed costs in € 2009-2017 1110348 € 444123 € 645.522€ 999,048 €
£ |average fixed casts in % to sales 20092017 18.5% 449% 18.7% 23%
5 avarage oporational result in € 2009-2017 0LEI1E 105103 € 0293 € 312899 €
2
3 rage rosult in % to 7 A% -106% 23% 70%
E average ordor value in € s5.348€ 2849€ T7388E 23849¢€
5 |average number of construction sites per business year 63 347 50 188
@
g 1000000
3 00000
0000
00000
graph: operational branch results 2009-2017 in€ bt
incl. trendline °
200000 19
o000
600000
00000
Sar5, B s hoaty et ol nicoms = st agel e/ 52 ek, asF01 Y rehita S sl et e s e AR Ssr0s (oo cumbmercompias related to quallty (several projects in S, TN NG proceechng o coriniton s i
er0p D llend: oint tenders wit “partner companies* fe.g. electricians, sr03 M isregulary on sie, i an order for a new oustomer s processed, gF.z  POSr Customer service in generai- i hers ars issues {e.g related 1o .z fesponsivie PM Is expected 1o be aliays avaliabie for herihs reguiar
painters, olc.), 2016-present porsonal n 2017 aqualily), customers ara reqularly left alone, 2016-present customers, 2010-presernt
BM is regularly on she, f an order for a new customer ls processed 7 4 oot repuation, therefore many projects for publc authoriies 4 BM tries 10 acquire a balanced order siructure (small projects with .
85703 ospocially in the baginning), personal conversation 2013 SR Sy o S e kvl v o 2038 SSF08 (g 0. Cily of Coloane), 2016 prasont SSF19 aging and larae onos fareach target sales), annuial b, 2010pr.
sr1g BM's objective: 50% with two large projects, and 50% with smaller SsF30 Teguler customers' everyday contacl person whh own budgel, 2010+ gor oo poor new tormer ssr.0g hes todevelopa good reputation wilhin his region I order o be an
profects, annual budgel meetings 2016-present present service, 2016-present alractive supplier
SsF.30 Mo customess are acouired in ocar o develop new rogular customers oul
ofthemina convers.), 2010-pr.
g focus on longerm parnerships wilh subontactors and “pariner] oo T 7 7 g poor Teome G0 ot work for fhis, g long-term partnerships with most subconiraciors (samstimes
SSF09 companies (s.q. ciecticians, panters, etc.), 2016-presant SR oS R o M ho e MGl s S0 SSF09 branch snvmere - 2.2, ‘Werkshage), 2017-present SSF09 ez for several decades), 2010-prasent
.13 PMS'focus on timaly biling low bilsble sen-finished vorks. — jow e batween technical and| s . 1, BM has only poor commercial overview over all anchs projects (annuall gep oo o afer acquisiion, {uery often) also order the addendum
i biling lst), 2016-prasent commercial staff, 2014-present budget meating), 2015 07 tendars dueto the clearty llusirated technical necessity, 2010-sr.
ser.1s PMs are instucted o observe new customers In delail (customers, Ssp.qq  regularly addifonal materia orders, as material was forgotien by branch's| o g aways ines o figure out which PAA s the right one for a parliculer
banaviour during check), 201 PM (¢.9. windaws on prosect"Aachen”). 2014-present customer wilh BM), 201
g . . @5 PMs cid not comply with vals technical specifications, a big commercial o @ 2 PM dd not with valls technical speciicalions, a big
H REEAT: e o ormacal an Sk, SSF28  10s on a site oceured, 2016 SSF28  commercial iss on a site accured, 2012
5 ep.qs M issues i @ budget meeling due lo weak commercial averview of the|
2 former BM, 2014
£ sers Vreekly branch mectings with all PMSiCMs, where ol current projects are | oo BM and P share & arge offie 1o ensure thal everybody (s wellmformed| o P had b work on vacation, o5 1o represcntation was organised ssr23 BY Uies (o implement a niursery sahool close 1o the branch logether wih
2 discussed openly, 2016-present about all branch's current sies, 2014-present before (in 2018) ‘nelghbouring companies for female emplovees, pers. c. 2018
5 \isF-gg e @ feeing for the current atmosphere wilin his branch and reacts 10| 1< e close contact 1o young emgloyees in order to ilustrale possible carcers| cqc o twother BMs complain abowt communicaton reated o a jint Msr-op  demand for bonuses for PMS/CMs in the annual budget meeiings, 2010-
é s atmasphere, 20 16-present wihiin the comoany, 2014-present ‘roiect "raised fioorin far buildng” n Dusseldorl, 2017/18 present
2 i Saniiieas 43 emphasises the impartance of adequate working hours in order (o be.
o ADE s ek fworkdng Grme for T MSF13 . an attactive emoloyer (T youna pecple) pers. . 2018
+ BM's succession is not organised so far, pressnt MSF-02 focus on an annual hiring new apprentices, pers, . 2018
+ BM's succession (s not arganised so far, present
5r31 BM Uies (o aveid lawsiis and thersfors invalvement o head offices legal| oo as cusiomers often are inieenal hore, BM (res o buld up @ supraregional] (oo no lrust relationships to “coniral buying', as BM requiarly complains| oo o demands parinership bahaviour lowards subconiractors from head office
department in order not 1o loose a customer, pers, ¢, 2017 cooperation between branches, 201 decisions made from head of OB, 2014-present (8.0, related to payments in tims), 2014-present
MSF.20  STONGY convinced of the intemal mansgement system incl, i Intemal < oo regular vists of othr branches in arder to buld up trust relationships 10] <~ e Mo s relationships to other BMS as B often appears unreliable in BMS| e 1 @XpaCts mora Support from the head offica related 1o new topics
rolated to decentralised organisation specifications, 2013 oiher Bifs, 2014-prasent ‘mestings (€. 1o be ai-known, 2016-present {e.q. irining for a new T tool), several pers. c. from 2015
- mainly MDS' romit - o quoting due 1o the bad planned implementation of @ new price 4 Intention to implement a new IT tool, that simplfies the design of isulatng 55 BM Informed another BM about @ large construction sie of a rogular| o .
(coltaborasion with MDs and S8 Calcuation software, 2015 MSF-1% " oacs (aniine connection betw. site and werkshap), 2017 MSF-22 - stomer in the olher BM's teritry. 2015 MREES: compkakii bt the el corss o that hieal o, 20 1/ s
A ROy dR TR T T ) MSF-23 the i , 2016-present
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Appendix 15: Summary table of empirical work 4/5

Semi-structured expert interviews.

(sorted in descending order uy mlm}

MTG-01 1o avoid staff tumover

MTG-05 o incresse proportion of requiar customers

Long-torm goals.

Medium-torm goals

MTG-63 1o maintain emplovees’ health

Modium-torm goals
MTG-02 g initiate & regeneration of staff

MTG-03  lomaintsin employees® health

of findings from semi-structured expert interviews, analysis of commercial documents, and process/meeting observations 4/5
artisipant] BS a1 B85 A8
Position | BM BM BM BM
Yoars in current position, 3 25 5 5
Method | Description Years of experience 240 >30 >30 =30
{Shortterm goals | Shortierm aoals | Shert-torm goals |Shortisrm goais
STG-01  Ig reach tarmet sales STG-01 {0 reach taret sales STG-D1  to reach targel sales STGO1 1o reach tamet sales
STG-02 (o reach target profit STG02 o reach lamet profit STG02  toreach tamet profit STG-02 o reach target profit
STG-04  toavoid work accidents
STG-05  to reduce the fixed costs.
Short-medium-flong-term Med| j0:

Medium-term goals,
MTG-01 1o avoid staff umover
MTG-02 1o nitiate & regeneration of staff

that tunderlie the short-term goals.
(sorted in descending order by entries)

Gustomer-ralated: o1t
Construction
Staff-raiated: biue
Decentralised organisation-related:
Extemat rod

CSFs (internal, external, temparary, hard, soft)

that underiie the medium-ilang-term goals
(sorted in descending order by entries)

Customer-related: oo
Construction

Staff-related: hiue

Decentralised organisatio-related:
Extomal. rad

CSFs (internal, external, temporary, hard, soft)

§8F-32  head office’s behaviour fowards subcontractors.

Long-torm goals Long-torm goals Long-term goals:
s na w2 na na s wWa__ws
Number of short.torm goals 3 2 3 2
Number of medium-term goals: 2 | 2 2
Number of long-term goals 0 0

MSF-22

MSF-08

‘suprareglonal cocperation between branches

trust relationship to oifier BMs.

that underlie the long-term goal
(sorted in by entries)

CSFs (intornal, external, temporary, hard, soft)
s

nia na

na

na

na

na

na

Number of short-term CSFs.

Number of medium-term CSFs

Number of long-term CSFs

Top-5 short+medium-/long-term CSFs
i

Long-term CSFs

Long-term CSFs

administration’ dqgmma in the head offics, )

Long-term CSFs. Long-term CSFs
na nia na nia na n'a na na
average annual sales in € 2009-2017 7.852610€ 4201599 € 17.201498 € 5846607 €
average operational gross margin in € 2009-2017 1.540.237 € 1571702 € 4081443 €] 1.449.836 €
average operational gross margin in % to sales 20082017 201% 66% 237% 248%
average fixed costs in € 2009-2017 1148373¢€ 808.052€ 2547458€ 1063274 €
£ |avorage fixed casts in % to sales 20092017 15.0% 18.8% 14,8% 182%
E‘ average perational result in € 2009-2017 391864 € 763,650 € 1533985 € 386562 €
£
2 rage rosult in % to 7 51% 17.8% 89% 66%
rder value in € TBAB1 € 17.058 € 180566 €| TT855€]
E average ol
S |average number of construction sites per business year o 252 9 75
@
= 1200000 1200000
< oo 1000000
00000 800000
graph: operational branch results 2009-2017 in € econmn sonon
incl. trendline e 0000
it 200000
. P | o
1 2 3 2 5 & 7 ki s 1 2 3 4 s 3 L4 8 9 || -sc0000 L 2 L 3 & ’ 2 1| 200000
oy Customer alteratives required. when German consiniction Inustry came 7 . 7 ‘Customer altematies required. when German consirclion ausiry came oy Customer altermatives required. when i became known thai Opel wil be
SRl mln troubles - shorl-time work, 2010-2012 SR8 smmagagin el o 2000 Elapener of kel 201 ome SSFO! 10 bies - shorlima vork, 2010-2012 SSF01 ok - most constr. actv. were stopped In thal phase, 2017
o on customer-griven prics calculations ("What s the addet T with i S8F.{g APPTOX. 113 of the arders Include an advance paymen (st posion inthe | e o, ocus on detalled and proper prica calculatons. which relae to
vl o o o, (u 4. oiec Ooki B BASF, 2078 2010-prosent entire company), i the present possibie customer and willnaness 1o pay, 2015-pr.
P high quality 4o BM sees each new customer as a potential fulura regular customer, 47 Tocus on the generation of new cusomlers (as old regular customers ¥ : 4
L paciyniiad and aualty of works: condusted, zou pr S0 2010 prosent SSF2T R E invast o I thok bukdngs) 2010.pesent SSF-20. minimum margin of 18% i his price calculations, pers. c. 2018
7 BMaays h for possi g 5e@ SSF-30, process can durale several years (therfore also MSF), r 4 Fthere ara only a Bmited number of workers (internaliextemal], a
SSF27 cotamoration win cenial markaling, 2014-gr. MSF10 2010-prosent MOF-E4 o viete of ooiaak melcias WY (Ceghlar] cusiomars 2014-prseent 58530 roquiar cusiomer i aiways served fist, 2015-5.
SgFap reguler customers' everyday conlact person wih own budgel, 2010 oo e o - loss of & requiar customer in 2015, afler the customer has restictured the entie M0 Several examples of reguiar customers developments
present o process (.. Compiast, Wupperial), 2012-presant
e i “aven a jou pis S5F-06,07 PMS are sxpecied o ideniify addendum potsnials on each SsF.gg 1oG-ierm parinerships wilh mosi subconiraciors (6.9, Unibay, lso-Perekt| oo oo several consinuclion sites, on which PMs could improve the originally
run togather with a subcontractor, 2015-pr. " construction site, 2010-present Merkovic), 2010-present """ caiculated margin due to adddendums, 2014-present
25,26 ® Mafor customer BASF focuses on work safely, tis branch's focus S0 1angrlerm partnerships with most subcontractors (sometimes ssp.47 feminds his PMs o nol accepl any onder without witien order, 2014+ ger oo —
% 15 ais0 an work safety - a PM speclalised on WS issues, 2015-pr. aiready for several decades), 2010-prasent present o
.15 s5ues related ta the bad cooperalion between a particuler customer and a Ssp.gp @Y fsks from customer contracts am passed lo the subconiractor| g o focus on the choice of the ight P for a new custormer (one PM
PM led o additonal costs, 2018 2 contrac te.q. deadines), 2014-present serves RWVE only, anather oneserves Opel oniy), 2014-resent
z g experienced PM reliced, consequences oul of fiis were issues between| SSF- . g higher margins on a regular cusiomer sitedue fo a new responsible PM.|
i S§SF-20 new PM and customer's representatives on site, 2012-2014 252628 a PM mainly deals with issues related to work safety, 2016-present SSF-20 2013
5 Sor 06,07 Prelect "LYNNPMT": mprovement of calculated dua o the
g addendurms on site, 2009
£ . member of staff hallday in order 4 veekly bronch-inlemal meetings with all PMs fo exhange Informaton P o o L
i L ol b MSF-01  PMs get bonuses depending on the annua profi, 2010-present ssFas T e ssraz 0 sttt
§ MSF-01 mﬂll fer boruses for PMs/CMs in the annual budget meetings, 2014-| MSF-02  annually new lces are hired, 2010 nt MSF-01 p SSF-23 e ’uymﬂzlu“uga PM \;lﬂ\mﬁ 1o take 'lamhm for three weeks.
K ) g Tocus on the develogment of PM' commercial skils paths wilh young employeos in ! 4y @very person within the branch is allowed la criicise a coleague,
o« EMCyaieriaion ot opjaniset o o sty MSF-1S epular moetings of BM and PMs with commercial topics), 2010-pr. MEES i»nmsewspwm 2014-present MSF1 . 2015 present
+ BM's succession is nof organised so far, prasent MSF-15  currenty, there are twea PMs under 30 years, from 2016
e dpm:h deniiication with the employer from his PMs, CMs o buld
pa the branch,
[ more support from the head office roated 10 new (opics. = ot OV i ot s A IR i SO ) WEFE wgwﬂeesrsquiatsmlleM ‘meotings wilh selected BIAs o
(a0, raining fora new 1T o0, pers. o. from 2018 o0 his 0Wn in order 10 avoid lawsuts, 2016-Dresent discuss (1achnical. 61c) 5sUes in a smal aroup, 2016-present
SsF.3p Gemands partnership behaviour towards bronicts o et anes MSr.22  COOBEralions with the branch in Kobienz reated 1o the sale of
{e:0. related fo payments in time, 2015-present

doors (a technical complicated topic), 2016-present
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Appendix 15: Summary table of empirical work 5/5

‘ Summary of findings from semi-structured expert int WS, analysis rcial documen ro ob; ions 5/5 ‘
Participant] c3 o1 A 87
Position| BM am vD MD
Years in curront position 3 & 3 5
Method | Description Years of experience >20. =20 =30 >30
{Shortterm goals | Shortterm aoals | Shert-torm goals | Short-tarm goals
STG-01 Io reach target sales required ceriificates safety [ quality) « o maximise sales and profit « to maximise sales and profi
STG-02 |0 reach taraet profit - to identify deviations from larget figures (sales/ margin) at an sarly stage & imise: auality / adhs
« o identify deviations from target figures (sales/ margin) at an early slage
STG-03  lo avoid project with nenative margin
Short-/medium-flong-term goals Medium-lerm goals Medium-term goals Modium-torm goals Medium-term goals
(sorted in dascending order by entries) MTG-01 1o avoid staff tumover » 10 optimise the cooperatian between branches and head office +10 build up & "central sales” depariment + 10 generale new cuslomers | reguiar cusiomers
+ to implement new IT toois {related to supply chain | subcontractor management) . in ciher E:
MTG-04  to maintain employees' motivation - o promote work safety
Long-torm goals Long-torm goals Long-torm goals. Long-term goals:
wWa__nia - certicates nia -to skilled workers
Number of short-term goals 3 1 2 3
Number of medium-term goals: 2 2 1 2
Number of fong-term goals: 0 1 0 1
a ~10 be aware of the single strenghs and weaknesses of all branches ~10 be aware of the strenghs and weaknesses of all BMs
+ 1o appreciate BMS' strengths officially “ta appreciate BMS' strengths officially
+ o monitor and work on BMs' weaknesses « to monitor and work on BMs' weaknesses
¥ 1 it size of all BMs « o know current figures (sales / margins) of all BMs in detail
1o know critical customers (personally) «to know all crtical construction sites from a certain size of all BMs
+ 10 be aware of crilical customers! payment history « o show presence in criical branches on a regular basis
« o kniow criical customers (personally)
« 10 be & contact persn for al empioyees
« 10 be aware of critical customers' payment history
CSFs (internal, external, temparary, hard, soft)
that tunderlle the short-term goals
(soried in descending order by enries)
Customer-ralated: 41 <11
Construction g
Staff-relaled: blue
Decentralised organisation-related:
Extemal: red
H
g wa +the menlioned goal is Imited 1o the orginisation 1o be sudied « an sfiective supporl for the BMs from the cental sales dapariment
E « the ofher
H
@
CSFs (internal, external, temporary, hard, soft)
that undariie the medium-lang-term goals
(sorted in descending order by entries)
Customer-related: <1
Construction management-refaled; <=
Staff-related: hiue
Decentralised organisation-related:
Extomal red
CSFs (intornal, external, temporary, hard, soft) ' ibe al =
that underlie the long-term goals na  wa i s limited 1o a ¢ iphapmsataiahod ot
s s i equalable wih medium-lerm CSFs of participants (BMs)
Number of short-term CSFs 8 nia [ ]
Number of medium-term CSFs 8 nia nia nia
Number of long-term CSFs 0 na la several
| Short-term CSFs Short-term CSFs
1 i sites ailBMs 1. toe aware of the strenghs and weaknesses of al BMs
2. lobe awam of crilical cusiomers’ payment fistory 2 toknow current figures (sales | margins) of all BMs in detail
3. tomonitor and work on BMs' weaknesses 3. tobeacontact person for all employees
4. toknowcriical customers (personally) 4. toshow presencen eritical branches on a regular basis
5 tobeaware of the single strenohs and weaknesses of all branches 5. toknow critical customers (personally)
Medium-term CSFs Medium-term CSFs Medium-term CSFs
Top-5 shortymedium-long-term GSFs wa . s limited to 1. an affective suppon for the BMs from “central saies”
i —
\ y i
Long-term CSFs Long-term CSFs Long-term CSFs Long:term CSFs
e na na wa 1. employees' satisfaction, 2. employer reputation, 3. promotion of young talents
average annual sales in € 2009-2017 2705.855€| na 55.690.077 €/ 44533892 €
average operational gross margin in € 2009-2017 B57.T16€ nia 11.058.256 € 9849333 €
average operational gross margin in % o sales 2009-2017 24.3% i 19.9% 221%
average fixed costs in € 2009-2017 511358 ¢ al 11481930 € 7601268 €
£ |average fixed costs in % to sales 2009-2017 18.9% nal 201% 171%
5 average operational result in € 2009-2017 146,358 €| nia 123674 € 2248064 €
2
2 rage rosultin % to 7 54% a) 2% 50%
E average order value in € 25.852€| wa 55246 € S0575€
E average number of canstruction sites per business year 105 na 1.008 881
]
g 500000 2000000
<
400000 woo0c0
300000 "
graph: aperational branch results 2009-2017 in € e o
incl. trendline o000
106000
by ‘ 2000000
2 3 a B & ] [ s
o000 ~3000000 1 2 3 4 5 5 r ®
g3 fo0us on professional handiing of construction sites B : = Tocus on personal retalionships (o all key cuslomers (regular personal visis),
SSF03 | bl i a §5F-04  focus on the control of BMs' price calculations (in Meriin), 2015-pr. (6.9, Bayer, BASF. DOW, RWE, Vattsnfal), 2013 prosent
s5F.gg 06US 0n A good reputation of his branch in ordef (o generate « offensive regarding the use of the legal depariment, which somelimes led to « focus ity - also forced by | which
foyal regular cusiomers (through expertise and service}, 2010-pr. customer's mistrust (6., project "Porsche, 2018) was founded by participant B7, 2015
s5F.1g  Daianced order siructure (approx. 25,000 € average order vale) in MaF.24 leaves the lask of developing personal reialionships o customers ssp.i5 epects BMS' tonegoliale advance payments r poss
order (o spread the risks, 2010-present ‘mainly {o the Bhs (qanerally rarely on cust. appoiniments), 2015-pr (installation of Excel 100t related to advance payments}, 20 14-present
MSF.24  Customer in-houss rainings related to new norms and
technical specifications
SgF.gp regular customers' everydsy confact person with own budgel, 2012-
present
SSF-09 i T BMs (0 a imely biling (instaliation of biling Tst), “Tocus on a clear flow of Infarmalion from sies (0 managers (management systom),
v 2015-presant 2015-present
5r.13  [ocus on timaly billng (low bilable semi-finished works - expects lagal from BMs, PMs, GMs in order ta be well prepared for S5F-06,07 @*Pects all BMs, PMs, and CMs to deniify addendum polential
In billng list), 2014-present passible lawstis with cusiomers (e.g. site *Gering-Quartier’, Cologne, 2016) """ atan sarly stage (e project "LYNN-PM7" In 2009}
ssFo0  [0cuS on the chaice of the right PM for a new customer (in 2018, it wss soFq3 encoursges BMs o a imely biling (instaliation of billng Ist),
expecied that a PM moved lo anoiher city 1o be close 10 @ new cust.) 2015-present
] SF-25 28 106US On work safely, support QM at any fime
2 *“* e.a. BM meetings alwavs aisa reaed to work safety), 2014-present
E
3 P year. one PM is allowed o lake vacation for hree weeks. == ssFzz PO on 3 vacation ~Tocus on o HR Tnal. promating young talents and
H in & row, from 2018 requests of a PM In summer of 2017) ives for 4
F takes the fraining of apprentices seriously (regular meetings with . towards salary request of a PM L ¢
MSF-02 e el e Lol 2o i in2018) expecis every branch (o train appreniices, 2014-present
MsF.15  Often searches for students as nlems with the ulterior maiive t@ find MsF.ps  106Us on the organisation of regular trainings for BMs, PMs, CMs » spport for HR development related to the acquisition o
= future amployees, 2015-present refated 1o legal andior technical ssues, 2015-present {e:g. Insiaialion of a workshop for training purposes). 2015-present
MSF.17  ©XpBCts identification with the emplayer from his PMs, GMs to build ssp.zy  Mes otaka into acount employses’ private nesds.
pa the branch, (e.a. nesd for car due fo children), 2015
MSF.ga "ol connected with other BMs - f there is an technical issus, ha asks = SF.31 cludes the central legal department in many questions / issues » focus on coflaborafion befween BMs and the central marketing depariment
other BMs 1o et a solulion, 2012-present (e.0. project "Porsche” in 2018} (eg. ¥ s wilh o
MsF.20 ocUS on the compliance of all intemal spafifications within the SsF3z  BNCOUTagSs head office to 3 tough handing of subcontractors ss.31 5695 tha egal offics and thersfars |awsuls as the last possicie option
related to decentralised organisation Intemal management system, 2016-present {e.q. subcontractor *AS Bauregie" in Hamburg in 2016) {especially related to reqular customers), 2015-present
- mainly MDs' romit - ss.36  usually no quick decisions, as AB ties 1o includa legal depariment Ssp.aa espects  partnership behaviour from head office towards all
(calfaboration with MDs and in many decision-making processes (proiect Daimler in 2016171 ‘subcentractors (e.0. related to pavments in time), 2015-present
administration departments in the head office, ) MSF-1a  SUPPor of the [nstallaion o the managerment syster in 2016, which
aims at oplimising all processes between branches and head office
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Appendix 16: Customer related CSFs

Short-erm CSFs Medium-long-term CSFs.

CSFs related to
customers
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Appendix 17: Construction management related CSFs

SSF-09
SSF-13
S5F-08
SSF-07
SSF-20
SSF-16
SSF-14
SSF-22
SSF-25
SSF28
SSF-10
SSF-11
SSFAT
S8F-18
88F-28

Shorklerm CSFs

1o deveiop partnerships with subcontraciors
timely billng

o ecogriss addendurn potariia at an sarly siago
tarealise addendums

ight constrction sita/ customar to rignt PM

10 0bsova oW Cusiomars closaly

good interaction between BM and commercial personnal
10 pass ik from customer cantact o suboontaciors
10 fouUting rolaio o work safaly

10 comply wilh specicalions related fo work safaty

o tast new subconiraciors on small sies st

0 0rdar all matenal dmcty on st

10 WErK only with witten ardor

customor acogplance aszp

o conduct isk assessmants on siies

Medium-/long-term CSFs
wa

CSFs rolated to

construction management

X




Appendix 18: Staff related CSFs

‘Shortterm CSFs.

CSFs related to
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Appendix 19: Decentralised organisation related CSFs

SSF32
SSF33
SSF-36
SSF31

Shortterm GSFs

head offica’s behaviour towards subcontractors
head offica's support on now topics

quick decisions despite decentralissd organisation
to avoid lawsuits with customers

Medium-long-term GSFs

MSF-07
MSF-22
MSF-20
MSF-08
MSF-14
MSF-18
MSF-23

trust relationship batween branches and head office
supraragiorial cooperation botwesn branchas

to comply with internal specifications (management-system)
trust relationship to other BMS

IT infrastructura (due to dacentralisad organisation)

o optimise processas betwesn branches and head office
reasonable fivad costs in the head office

CSFs relaied to

‘decentralised organisation
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Appendix 20: External CSFs

ort-term Mo

torm CSF
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Appendix 21: Top 5 CSFs for PMs, BMs, and MDs

PMs
Customer-related CSFs.

Construction management-related CSFs

Staff-related CSFs

BMs

Customer-related CSFs. Staff-related CSFs

Construction management-related CSFs

MDs
Customer-related CSFs

Staff-rolatad CSFs Decentralised organisation-related

MSF-07 n w inches head office
MSF-22 supraregional caoperation between branches

MSF-20  to comply with interal -
MSF-18 to optimise proce x head office:
SSF-32 head office's behaviour towards subconiractors.
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Appendix 22: Exemplary MAS for PMs

MAS for PMs - June 2018
to achieve the intended annual turnover, margin, and operational result 1o improve the liquidity position
sales, margin, result timely billing
January February March April May| June duly August  September October Movember December fotal ma:sogzi:; act. pref, diff,
targst sales (K€) 142 142 142 142 142 142 142 142 142 142 142 142 1.700 January 279 120 @ 159
actual sales (KE) 133 137 @ 154 @ 168 @ 1653 |@ 148 142 142 142 142 142 142 1.748 February 279 166 @ 114
target margin (KE) a3 33 a3 33 a3 a3 k] 33 33 33 33 33 33 March 279 2071 7B
target margin (%) 23,0% 23.0% 23.0% 23.0% 23.0%| 23,0%) 23.0% 23.0% 23.0% 23.0% 23.0% 23.0% 23.0% Agril 273 280 @ 1
actual margin (KE) 33 32 38 42 33 37 cic} 83 33 33 33 412 May 279 306 @ 27
actual margin (%) ®  245%@ 2:6%@  246%@ 248% 214%(@  24.6% 23,25 2 23.6% Juna 279 315 @ 36
[0 i July 279
| 10 ——taget sales (¥E]
|5 S e August 273
s — — gt e Septembar 279
ot ——axtual margin (k€|
1 z 3 5 & 1 8 8 10 1 2 October 279
November 273
ikt I imioordos Decomber an
site order v. (K€) a. costs (K€) costs (%) con.phase difference pos of acc. diff. ¢, (KE) customer Inv, tot. (KKE) due date
Bayer AG 450 158 35.1% 50.0% @ -14.9% 170@ 12 Bayer AG 170 10d.ago
RWE GmbH 250 123 48.2% 30.0% 19,2% 140 @ -7 RWE GmbH B5 5d. ago
BASF AG 100 72 72,0% 65.0% T.0% 50 22 BASF AG 50 20d. ago to increase future profits
Maier GmbH 50 40 80.0% 20.0% @ -10.0% 25 15 Meier GmbH 25 1d.ago deveiopment of & good reputation
Zoth AG a0 27 675%  50.0% 17.5% 2 25 Zoth AG 2 2dago Topaciskimen sales (K€) cust, gr.
Bayer AG 250 @ 25
realisation of addendums RWE GmibH 2009 1,7
January. February March April May dune duly August  September October Movember December total BASF AG 1580 19
target addendums (K€) 15 15 15 15 15 15 15 15 15 15 15 15 180 heier GmbH 100 2,0
actual addendums (KE) Q 1 22 3 15 40 15 15 15 15 15 15 @ 208 Zath AG 0@ 1.7
difference (K€) @ 15 1@ 78 5@ 0@ 25 ] 0 ) ] 0 ] 28
developmant of personal ralationships to {regular) customars.
work safety :‘;Eif,\ﬂgzars sales (KE) cust. event
business year mx. work ac. ac, work ac; diff. Bayer AG 250 BBQ in branch, 01/03/18
2015 2 3 1 RWE GmbH 200 na
2016 2 1@ 1 BASF AG 150 Oktoberfest, 30/08/18
2017 2 0e -2 Meier GmbH 100 tennis lournament, 24/11/18
2018 2 0@ 2 Zoth AG 50 football match, 25/08/18
partnerships with subcontractars
business year {otal PMs tumover with sube. (KE) turniover with hngc"lf;m‘f’fé SeKﬂ turnover with |°”?;;;‘;f‘;}£:;]:
1o develop successors for CMs 2015 680 156 @ 23%
candidate techn. grade econ. grade speci. grade  soft sk. gr. team-spi. gr. transpa. gr. - comm.gr. work sf, gr. cu, feed, gr. rel.gr.  reput.gr.  motiv. gr. total avr. gr. 2016 697 29 @ 40%
construction worker Millar 3 a 1 2 2 1 a 2 1 1 3 3 27 2017 765 421 55%
construction worker Maller 2 2 3 4 1 2 1 3 E 2 3 i 24 2018 697 481 @ B9%
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Appendix 23: Exemplary MAS for BMs

MAS for BMs - June 2018
to achieve the intended annual tumowver, margin, and operational result
sdag, mangn, resul
danuary Febnusiry March Aprl M Jume] Juy Aungust  September Octaber:  Movamber  Devember tatd
{anget sdes [HE) 5a2 542 5a2 542 542 izl 542 542 542 Az 5ag a2 6500
actusl sdes (HE) 508 525 4 530 @ 845 585 i bari] 542 542 542 542 a2 542 GETE
targat margin (K9] 125 125 125 125 125 125 125 125 125 125 125 1495
tangat margan (%) 2,0 23,07 2005 23,F% 230°%] 23,0°% 23 2300 redins 2% 230 230
actusl marngin (KE} 125 124 145 160 125 140 125 125 125 125 125 1569
actusl mangin {3 & HEL@ DD 245% & 8% 21 4% 246% 2% 2% A% 235 Fie 235%
target fived coats (KE) a7 a7 & ar aT 87 87 ay 87 1040
tanget fived coats (5] 16,06 16,07 160% LA 180°% 16,07 16056 16,07 160
actual fied costs KE) 90 ) 4 82 2 81 14035
actual fxed costs [T} i 7.7 18,1% & 139%% 127548 142%E 142% 155%
{angat result (K8 38 3 o1 1 3a k2 38 455
gt result {32 7L T 0% T TR T 7,00 T
actual regult [KE) 35 st ] B8 78 42 i) 534
actual resut ¥ 6% @ 554 1ere 21%8 T&d 108 TR 0%
T
i
s
——cargas Tl 190
—a¢nal ol 190
s ~ rargar reargint 441
~—arnal rargdnl ®n
i — rangr e a1
~arnal Hud ran 1401
g | 80
v - 3¢nal e |
—
™ —
, —
sy ‘anary arh Al s iy Aur Saqmaribar Cmabar Amaba utaritur
market and driven price calculatons [ ncoming orders
January Febriary March Apr May| e oty August  Sepember Octbar Dacamizer 1omd
tanget 1ol amount of quotes (K& 507 50T 5417 5T 5T 54T 517 S47 5017 54T 5407 B5.000
actual toid amount of quotes [HE) @ 4581 @ 5023 4§ E45% & S0 @ 53E2 B.489 5417 i GBS
tangsl number of quates 54 B4 54 54 5 B 54 54 650
actual number of quaies L a5 @ 5@ 5@ 5 @ Lotk 51 a4 54 54 54 a4 847
tangel hit rale {5 10,0 1000 100% 000 10,05 10,07 10.0% 1000 100% 10.0% 100%:
aotual hit rate [T 10,5 10,5% 121% 540 T T 8,93 Fi 1% 15
1@gal incoming orders (ME] 542 542 542 a2 542 sz 542 7 542 542 €500
acius! moomng orders {KE] 487 525 @ T @ 356 A50 i@ 57 342 M 542 542 542 .07
to develop successars for PMs
canmidae wechn. grade econ. grade  speci grade goftsk. gr. wam-spl gr. Wamsps gr.  comm. g worksi gr. cu feed. gr. e, gr. raput. . maEv. gr,  dotal e, @
OM Griwad 3 3 1 2 1 3 z 1 1 3 3 21
M Rloecker pd 2 3 4 1 2 1 3 5 2 3 1 24
TM Wi z 5 4 1 3 4 2 4 2 4 2 1 2
M Pafirath 1 3 2 4 5 (] 3 2 1 4 5 1 3.1
M Rossenbach 4 3 4 3 4 1 Z 3 ] 4 i 4 32
M Ripinsks 2 3 1 1 1 2 4 1 2 1 s 1.9

to improve the liquidity position

target e prefinancing (K€) sl prefrancing (K drencs (K8)
Janmeary 1.300 1423 @ 123
Fabmuary 1.300 1220 o]
March 1.300 1341 @ 41
Apii 1.300 1125 @ 7%=
May 1.300 1103 8@ v
Lure 1.300 1002 @ 2%
Judy 1.300
Purgqust 1.300
Semembar 1.300
Daiober 1.309
Novambar 1.309
Dagamier 1.300
to increase future profits
devslopment of persona ienshire 1o |reguiar} custom
Cumtomer anmual sabes {’K‘ﬂ customer evend
Mider Lid. 1.000 fontoal maich, 2506718
Bown Lid. 5 BBQ i beanch, &1/0318
Ohama Lid. 500 nla
BPLd 200 Oiadberizs, 3V03 18
AIG Ld. 200 tennés lournament, 241118
devdopment of new customers
business year numices of new cuslomens sabes with new cusiomers (KE) average sakes wih new cusliomens [HE)
2015 51 (]
2016 5 Kl 14
2017 4 a0 W0
g 3 75 i3]

devdiopment of reguiar customers fom new cuslomens

B34 2341
B4 Y

bomuses for PM'CMs

PisiCile tangat bonus {KE) achealbonus (KE) difference

U Wil 20 18 -

P Meier 20 10 &

PM Katinar an = 2

P Backer 25 ra

parinerships with subcantractars

business year otal brancHs tumever vilh subc, (KE)  mover with bngtenm sube. (KE) feroyer ity sl C4}

2015 243 574 @ 2%

2018 2503 1001 @ 4%

2017 255 1389 55%

;291 ] 2573 1775 @ ew.,]
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Appendix 24: Exemplary MAS for MDs

MAS for MDs - June 2018
to achieve the intended annual turnover, margin, and operational resuit to improve the liquidity position
sales, margin, result larget ";g:‘m:?mff|?ﬂnc|m (K€) Mn:ﬁ‘;’:;ffft":ﬁ""""g {K€) ditference (KE)
January February March April May Jung uly August  Seplember October  November  December total January 12.000 14.234 @ 2234
target sales (KE) 5.000 5.000 5.000 5.000 5.000 5.000 5.000 5.000 5.000 5.000 5.000 5.000 60.000 February 12.000 12221 @ 221
actual sales (K€) 4726 4923 @ 5139 @ 5268 @ 5.378 |@ B.122 5.000 5.000 5.000 5.000 ) E1.556 March 12.000 13410 @ 1410
targel margin (K€) 1.150 1.150 1.150 1.150 1.150 1.150 1.150 1.150 1.150 13.800 April 12.000 11.257 @ -743
targel margin (%) 23,0% 23.0% 23,0% 23.0% 23.0% 23,0% 23,0% 23.0% 23.0% 23.0% May 12.000 11.033 @ 467
actual margin (KE) 987 999 1.021 1.157 1.258 1.289 115G 1.180 1,150 13.611 Juna 12,000 10,028 @ 1872
actual margin (%) 20,9% 20,3% 19.9% 220% @  234% 21,1%| 23,0% 2.1% Juty 12.000
targel fixed costs (K€) ano 800 BOO BOO 800 800 8OO 9.600 August 12.000
target fixed costs (%) 16,0% 18,0% 16.0% 16,0% 16,00 16,0% 16,0% 16,0% September 12.000
actual fixed costs (KE) T80 795 B12 788 a0s a1 80O 9,601 Cctober 12.000
actual fixed costs (%) @ 18,7% 16,1% @ 158% @ 15.0% @ 15.0%@ 13.2% Q 0 a 15,6% MNovember 12.000
target result (KE) 350 350 350 350 350 350 350 350 350 4.200 December 12.000
target result (%) 7.0% 7.0% 7.0% 7.0% 7.0%) 7.0% 7.0% 7.0% T.0% T.0%
actual result (KE) 197 204 209 369 453 478 3s( 350 4.010
actual result (%) 4.2% 41% 4% @ 7.0% @ 8.4%!9 7.8%; (1 7.0% 7.0 B.5%
m to increase future profits
development of new customers
i business year number of new customers sales with new customers (KE) average sales with new customers (K€)
2015 50 512 10
. T, 2016 49 713 15
= IRy 2017 42 398 9
A —— target margin K6}
el g K 2018 5 752 15
EL ~—— target fued costs |KE)
_i_:m""_dmm‘lu to develop regular customers from new cusiomers
- farget resil (K}
m — actuad result {KE) business year sales (KE) sales with regular c. {KE) sales with regular c. (%)
2015 62.440 19.981 32.0%
e —_— 2018 62.589 25,661 41,0%
—_— : e 2017 63.145 28415 45,0%
; sniary Febriaey Maren P, vy ure ey g septamer Getabes f— pam— 2018 64.323 32162 @ 50.0%)
markel- and customer-driven price calculations // continuous incoming orders suparregional cooperation between branches
January February March Apil May| Jung July Augusl  Seplember Oclober  Novernber  December total business year sales [KE) Internal sales betw. branches (K€} intemal sales betw. branches (%)
target total amount of guates (KE) 50.000 50.000 50.000 50.000 50.000 50.000 50.000 50.000 50.000 50.000 50.000 50.000 600.000 2015 58.791 2.646 4,5%
actual total amount of quotes (KE) @ 4585t @ 50021 @ 64.523 @ 60.024 @ 53501 |@ 64.813 50.000 50,001 50.000 50.000 50000 50000 @ 643.733 2016 59.723 2448 41%
target number of quotes 500 500 500 500 500 500 500 500 500 500 500 500 6.000 2017 60.148 3.007 @ 5.0%
actual number of quoles @ 40 99 66 @ 55 @ 585 |{@ 648 500 500 500 500 500 SO0 @ 4443 2018 61,556 3570 @ E‘E%E
target hit rate (%) 10,0% 10,0% 10.0% 10,0% 10,0% 10,0% 10.0% 10,0% 10,0% 10,0% 10,0% 10.0% 10,0%
actual hil rale {%&) 10.2% 10.5% 129% 5.9% T.7% 8.9%) 10.0% 10.0% 10.0% 10.0% 10.0%% 10.0% 9.6% parinerships with subcontractors
largel incoming orders (KE) 5.000 5.000 5.000 5.000 5.000 5.000 5.000 5.000 5.000 5.000 5.000 5.000 £0.000 business year tolal branch's turnover with subc, (K€  furmover with long-term subo, (KE) Ut iy ong-teim St ()
actual incoming orders (KE) 4672 @ 5253 @ 7.801 @ 3.560 4.501 |@ 5779 5.000 5.000 5.000 5.000 5.000 5000 @ 61.566 2015 24,976 5744 @ 23%
2016 25.036 10.014 @ 40%
balanced order structure 2017 25,258 13.802 554,
50 fir Beauired in cument usiness vear
branch 1 branch 2 branch 3 branch 4 branch 5 branch branch 7 branch 8 branch 9  branch 10 2018 25728 17.753 @ es%f
arders betw, 1 and 20 K€ 10 B 9 3 12 13 15 " 12 9
orders betw. 20 and 100 KE 8 (3 4 2 4 g 5 3 3 3 bonuses for BMs / PMs / CMs
orders betw. 100 and 250 K& 2 3 5 3 2 1 1 2 2 1 branch target bonus (K€) actual bonus (KE) difference
orders betw. 250 and 500 K€ 1 0 1 2 2 1 3 1 1 2 branch 1 200 13m@ -1§
orders above 500 KE | 2 3 it 2 1 3 4 5 1 branch 2 200 142 @ 5
sumolorders 22 S 21 1 ez 25 27 EEE3 16 branch 3 300 2@ 18
branch 4 250 2@ n
branch § 250 219 71
branch 6 250 17810 72
to develop successors for BMs branch 7 250 2879 37
candidate techn. grade econ. grade specl. grade  soft sk. gr. team-spi. gr. transpa. gr.  comm.gr. work sf, gr. cu. feed. gr. rel. gr.  rtepur.gr.  motiv. gr. totalavr. gr. branch 8 275 250 @ 18
PM Patfrath 3 3 1 2 2 1 3 2 1 1 8 3 21 branch 9 250 247 -3
PM Meser 2 2 3 4 1 2 1 3 5 2 3 1 24 branch 10 300 297 -2
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