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Purpose: The purpose of this thesis is to develop a theoretical integrated framework that con-
ceptualize the relationship between ambidexterity, innovation strategy and management con-
trol. Further, using the integrated framework, this thesis aims to study how management con-
trols can support innovation within the fast-moving industry of e-commerce.

Methodology: This thesis is approached through a qualitative single case study. From the
literature of theories, an integrated framework is developed as a consequence to fit the pur-
pose of this thesis in the best way.

Theoretical framework: The developed integrated framework is build upon relevant theories
regarding ambidexterity, innovation strategy and management control system package.

Empirical findings: The empirical findings are divided into one external and one internal
section. The external section set the scene through analyzing secondary data such as articles
and reports and primary data conducted from an E-commerce Expert. The internal section is
based on primary data from interviews and secondary data such as annual reports and internal
documents.

Discussion and conclusion: By applying the integrated framework we find that, as of now,
the case company does not have a MCS that support the adopted innovation strategy. This is a
consequence of a historical lack of innovation strategy and a current MCS that is not aligned,
which in extension mean that the company is not ambidextrous. To succeed with their current
strategic change and the adopted innovation strategy, the company has to enhance mainly
cultural controls, administrative controls and planning.
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1. Introduction

The first chapter provides the reader with the subject that will be further introduced and ana-
lyzed throughout this thesis: ambidexterity, innovation strategy and management control.
Firstly, the background and why the subject of this thesis is interesting to study is presented.
The background discharge in a problematization, which include the reasons for the chosen

purpose and research questions. The chapter ends with the disposition of the thesis.
1.1 Background

Rapid development and innovation constantly re-shapes the landscape of industries. Four

hundred years ago, Niccolo Machiavelli noted:

“There is no more delicate matter to take in hand, not more dangerous to con-
duct, not more doubtful in its success, than to be a leader in the introduction of
changes. For he who innovates will have for enemies all those who are well of
under the old order of things, and only lukewarm supporters in those who might

be better off under the new” (cited in Sherman, 1993, p. 58)

How companies accomplish to manage, measure and execute innovation effectively is, how-
ever, still unanswered and varies across industries and the definition of innovation is ambigu-
ous. Thompson (1965) describes innovation as the generation, acceptance and implementation
of new ideas, processes, products or services. The history of retailing indicates that the retail
industry regularly undergoes transformation due to external effects (Satell, 2017). Urbaniza-
tion led to the rise of modern department stores, mass-production of automobiles launched the
emergence of suburban shopping malls, which in turn paved the way for discount chains and,
later, the big-box category killers. The landscape of the retail industry has now changed again
with digitalization and the emergence of electronic commerce (e-commerce). E-commerce is
referred to a type of business model, which enables the consumer to conduct business over
Internet. The industries where e-commerce has gained most market share is within retail and
financial services (Gunasekaran et al., 2002). Today, online channels are enjoying a growth
rate 7 percent higher than the retail sector growth as a whole (PWC, 2018b). The rapid adop-

tion of digital technologies and the ever-changing shopping behavior of consumers put high



demands on retailers’ organizational structure. The need to invest in new technologies, refresh
core systems and develop smarter, more personalized offers is becoming increasingly more
important in order for retailers to stay competitive (Deloitte, 2018). Each transformation does
not completely eliminate its predecessor, but it reshapes the landscape and redefines customer

expectations (Satell, 2017).

There is no doubt that retail is experiencing an unprecedented change all through the value
chain in order to meet the rapid shift of customer expectation (Forbes, 2018a). This change is
referred to as the “retail apocalypse” or “digital transformation” and the explanation is digital-
ization and technology. In 2017, a survey made by PWC (2018b) found that 59% of the re-
spondents shopped at the big e-commerce sites Amazon or Alibaba’s Tmall. The transition
from brick and mortar to online channels is well under way and retailers have the choice to
adopt a strategic change towards digitalization, or to be pulled down by the retail apocalypse
(Forbes 2018a; PWC 2018b). In order for retailers to embrace the opportunity to pioneer a
new landscape they have to transform their business model (Deloitte, 2018). In a report from
2017, EY urges that the only way for retailers to do this is to view innovation holistically. If
they do not adopt digitalization as a part of the overall strategy and permeate all levers across

the organization there is no way they can reach their fullest potential.

To redefine the business model enables retailers to focus their resources right and improve
their competitive position. This does not only apply for retailers that undergo a digital trans-
formation, but also for online retailers with outdated business models. Technology is by far
the one thing that defines and constantly re-shapes the landscape of retailing, including e-
commerce. Where the wind of technology blows, the way of shopping will sweep in the same
direction. Therefore, also e-commerce companies have to meet the expectations of tomorrow
and explore emerging models. (EY, 2017; PWC, 2018a). With brick and mortar adopting
digitalization the competition of e-commerce is rising rapidly. The Retail Evolution Report
and the Global Consumer Insights Survey, both published by PWC in 2018, suggests new
tech-enabled and customer-experience focused approaches for retailers to take on in order to
be competitive. None of these approaches includes having the lowest margin or the highest
volume as the business models and strategies for e-commerce and retail has been character-
ized by historically, leading to price wars and bankruptcies. In other words, there are new
approaches, business models and strategies for companies to stay competitive and to be prof-

itable. Future business opportunities are predicted to be found on capitalizing on support ser-



vices around e-commerce (PWC 2018a; EY, 2017). For example, logistical solutions, data
analytics and tracking, secure payments and payment infrastructure, insurance and shipping.
In the future, there will be no limit on what you can buy online. The matter will be how to
package and transport it. The main capabilities needed for companies to succeed in the future

is to be flexible, remain relevant and the ability to be agile. (PostNord, 2017)

Innovation can therefore be considered as one of the key factors for company success. How-
ever, investments in innovation are risky and can be very expensive. This implies high de-
mand on managers to create a business environment and corporate structure that can balance
an appropriate tradeoff between controlling current assets and core competencies, i.e. exploit,
and investing in new business opportunities, i.e. explore. This balance is referred to as ambi-
dexterity (Duncan, 1976). To be able to respond to changes in markets and customers behav-
iors’, organizations need to be agile and to create competitive advantage. For an organization
to be able to succeed in creating a competitive advantage, the formulation of the strategy as
well as the implementation of the strategy need to be conceptualized. Management Control
Systems (MCS) is a tool to ensure the formulation and implementation. (Simons, 1990)

Malmi and Brown (2008) defines it:

“Management controls include all the devices and systems managers use to en-
sure that the behaviors and decisions of their employees are consistent with the
organization’s objectives and strategies, but exclude pure decision-support sys-

tems” (p. 290 f.).

1.2 Problematization

The apprehension that organizations need to change its structure in order to survive over time
was first proposed by Robert Duncan (1976) and is now well recognized. The proposition on
how to do accomplish such change, however, is not general and depends on the organizational
form and business environment (Tushman & O’Reilly, 2013). Several retail companies have
during the past years been forced to file for bankruptcy as a consequence of the high competi-
tive market, low margins and failure to adapt to a new business models. (Olsson, 2012; Satell,
2017). The landscape of the retail industry is changing and, as of today, 10% of the total retail
sales is performed online. This percentage is expected to grow to 20 % within the upcoming

five years. (Forbes, 2018a). Companies that want to survive in the fast-moving industry of



retail need to adapt to the demand of the customers and explore emerging models and prepare

for the business models of tomorrow.

Innovation is crucial in order for companies to be on the front edge of adapting to the market
and its customers. However, being innovative is not the only factor that determines success.
Firstly, companies need to consider how to manage the balance of being able to explore new
capabilities and still exploit the existing core competences, i.e. to be ambidextrous. Secondly,
the link between the developed innovation and other mainstream capabilities, such as opera-
tions process and management need to be implemented (Lawson and Samson, 2001). Davila
(2005) claims that management control systems have a positive effect on innovation that en-
hance learning, communication and experimentation. However, the research on how organiza-
tions operate in uncertain environments should develop their control framework in order to
support innovation whilst simultaneously managing the core activities is limited. What is
known is that in order to be a successful participant in a complex, uncertain and fast-moving
industry such as e-commerce, the organizational control systems cannot be static and formal
(Tushman & O’Reilly, 1996). Further, the studies that do exists is lacking in how to apply
management control systems in e-commerce. Therefore, a case study of how a company with
great success in the e-commerce industry manages ambidexterity and innovation with the help

of management control systems is of academic interest.

1.3 Purpose

The purpose of this thesis is to develop a theoretical integrated framework that conceptualize
the relationship between ambidexterity, innovation strategy and management control. Further,
using the integrated framework, this thesis aims to study how management controls can sup-

port innovation within the fast-moving industry of e-commerce.
1.4 Research Question

How can e-commerce companies work with MCS to support innovation?

10



1.5 Disposition of Thesis

Previous chapter has given an introduction into the subject of the retail industry and e-
commerce and the use of management control to enhance innovation. Further, the outline of
this thesis is divided into four additional chapters. Firstly, the methodological approach is
presented and explained. This part is followed by a theoretical review, providing the reader
with the current state of research within the area and relevant theories that will set the ground
for the analysis, and a developed integrated framework consisting of those theories. The
fourth chapter presents the empirical findings, findings about the challenges and future of e-
commerce and retail, as well as findings from a case company and from interviews from an
expert within the industry. This chapter is followed by an analysis of the empirical findings,
investigating the purpose of the thesis. This is emphasized by approaching the empirical find-
ings with the integrated framework consisting of ambidexterity, innovation and the manage-
ment control system package. The last chapter concludes the study as well as provides the

reader with limitations of the study and further interesting areas to study within the subject.

11



2. Methodology

The purpose of this chapter is to describe the research method and design, as well as to pro-
vide the reader with motivation for the case study and the entailing limitations. Section 2.1
presents the chosen research method and approach. Section 2.2 describes what role theory
has in qualitative case studies and the chosen literature for this thesis. Section 2.3 motivates
the selection of case company, the collection of data and the process of data. Section 2.4

brings up the limitations of the research method.
2.1 Research Approach

The purpose of this research was to study how an e-commerce company works with MCS to
support innovation. To answer the research question required a holistic view with a contextual
understanding of the company, which cannot be explained with numerical data. Therefore, a
qualitative scientific research method was chosen. (Bryman & Bell, 2015; Weick, 1996).
Quantitative method, on the other hand, allows for greater objectivity and reliability since it is
based on numerical data, which leads to making the results comparable and generalizable to a

greater extent.

Agostini et al. (2016) applies a quantitative approach in their research on how organizations
should balance exploration and exploitation. Their conclusion state that there is a need for
qualitative research within this field, though it is still not clear how this is managed in prac-
tice. Through applying a qualitative approach instead, companies can be studied in different
context to find synergies within the innovation. The intention was to study how MCS is used
in regards of achieving strategic change and innovations within the industry of e-commerce. It
was therefore of great importance to study both how the MCS is applied within the e-
commerce organization and how the MCS is implemented by the individuals, as it is the indi-
viduals that are the resource of innovations and manage allocation of resources. These argu-

ments further support the use of a qualitative approach.
Further, a single case study was chosen. A case study enable to understand necessary contex-

tual conditions that is important to be able to fulfill the purpose. (Yin, 2018) In this case, con-

textual conditions were crucial to understand the management control system and how it

12



works in practice. To decrease the subjectivity that is a risk in qualitative studies, being at the
physical workplace of the case company helped the authors to get a sense of the internal envi-
ronment at the office. The authors of this thesis also chose to bring in an Expert to get a fur-
ther holistic view of the environment the case company is active within. Further, a single case
study enables a more in-depth analysis. Another risk that was emphasized was the risk of gen-
eralization studying one case (Bryman & Bell, 2015; Yin, 2018). However, the objective was
not to draw general conclusions from the case study, rather to expand and generalize theories
through analytical generalization. Further, a explanatory approach was used to answer how
and why, with the goal of dealing with operational links and not in to the same extent of fre-
quencies or incidences. (Yin, 2018) According to these arguments, the research design in this
thesis is based on a qualitative single case study, to be able to answer the research question in

the most appropriate way.
2.2 Literature Review and the Role of Theory

The previous scientific research on ambidexterity, innovation strategy and management con-
trol is substantial. Therefore, the relevance of the theories as well as its usability in regards to
the chosen neighborhood of this case study was carefully evaluated. Relevant and credible
theories were shortlisted by reviewing literature on selected keywords for this thesis, and the
chosen literature included in the integrated framework were selected with the problematiza-
tion in mind. The concepts of ambidexterity, innovation strategy and MCS have been widely
studied but in solitary. Ambidexterity lays a good foundation for the research and presents the
reader with the problem to balance exploration and exploitation in organizations (March,
1991; O’Reilly & Tushman, 1996; Gibson and Birkinshaw, 2004). To further explain the spe-
cific role of MCS to foster innovation within organizations, the framework for innovation
strategy by Davila (2005) was used. Davila (2005) use Simon’s (1995) levers of control to
explain how managers use management controls to implement strategies. However, Simon’s
(1995) framework is not very substantial in its propositions (Tessier & Otley, 2012) and,
therefore, this thesis instead used the management control system package (MCSP) proposed

by Malmi and Brown (2008).

13



2.3 Selection of Case

The first criteria when selecting a case company was that the company was operating in the e-
commerce industry. Nowadays, rather many companies have established online stores and
therefore the range was wide. To narrow the assortment and ensure that the focus was on e-
commerce, the authors decided to search for pure e-commerce companies, i.e. companies that
from the start have been e-commerce only. In this way, it was possible to make sure that the
innovation strategy and vision of the company is in regards of e-commerce and not of other

retail channels.

Further, a medium sized company with approximately 1-5 billion SEK in revenue was to pre-
fer for several reasons. It ensures to a greater extent that there are more secondary data avail-
able such as public documents. Larger companies are usually more complex, has higher turn-
over and more stakeholders and therefore the management control system is expectantly more
thorough considered and policies and routines should be in place. Also, larger companies usu-
ally have more resources to allocate on innovation. The option of study start-ups was also
considered since these companies focus a lot on exploration. However, the general opinion is
that management control system is not as important within these companies. Further, face-to-
face interviews are important within case studies to get a sense of the culture of the company
as well as of the company environment. Therefore, there was a preference for geographical
proximity. The company is part of a bigger group but not listed itself, which allows for easy

access to secondary data, without having the tight monitoring of listed companies.

The authors approached one company that was perceived to be appropriate in regards to the
criteria. Contact was first made via a phone call and after that email correspondence was
made to clarifying the purpose of the study. The company responded positively and the au-
thors were allowed interviews with business representatives from different departments in
order to get a comprehensive view of the organization and insights on the MCS from different
perspectives. The case company is active within the retail sector and has never been an brick-
and-mortar store, only pure e-commerce and is active in the business to customer-market.
Important to mention is that the company on grounds of secrecy wants to remain anonymous

in this thesis and will therefore be referred to as Company X.
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2.3.1 Data Collection

The data collected in this thesis is conducted from primary and secondary sources and is di-
vided into an external and internal section in the empirical findings. Using both primary and
secondary data sources, ensure credibility in a case study, which is emphasized by Yin (2018)
as preferable. The primary data is gathered through interviews with the case company as well
as through an e-commerce expert with the focus of management control. The questions are
written ahead of the interviews, structured to be able to answer the research question. The

secondary data is collected from a third party.
2.3.1.1 Primary Data

The primary data is collected in two ways: from an expert and from the case company. The
data from the case company is collected through interviews face-to-face, as well as telephone
calls and email correspondence. The individuals that were interviewed have key positions
with insight in the structure and strategy of the organization. The company and the individuals
has chosen to be anonymous in this thesis due information sensibility for the company and its
stakeholders, and therefore the interviewees is called by their title when necessary. According
to Yin (2018) when collecting primary data, interviews are one of the most critical sources.
Further, it is possible for the interviewer to approach a qualitative research from an unstruc-
tured and semi-structured approach. When adapting an unstructured approach, the interviewer
decides beforehand which topic the interview should be around. This approach can almost be
seen as a conversation rather than an interview. On the other hand, using the semi-structured
interview approach, the interviewer uses a list of questions with topics to cover. This list is
further referred to as an interview guide. Using this approach, it is possible for the interviewer
to pick up things along the interview, which is not in the interview guide and which can be
further developed or discussed. (Bryman & Bell, 2013) Semi-structured interviews are the
most commonly used approach within qualitative researches. (Alvesson and Deetz, 2000 cited
in Qu & Dumay, 2011). The aim of the interviews are to gain rich and detailed answers to
answer the purpose of this thesis, and therefore semi-structured interviews are the most useful

approach in this thesis as well. The interview guides are presented in the Appendix 1 and 2.

By interviewing individuals with different roles and from different business units in the or-

ganization, the authors have gained an understanding from different perspectives, which make
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the data richer. As a consequence, not all individuals have knowledge within the field of man-
agement control. When needed, the authors have explained the concepts, which are of im-
portance beforehand. The purpose is to ensure that different use of terminologies will not af-
fect the data collected and further not affect the result (Yin, 2018). Further, this help the inter-
viewees to ask open questions that are not leading. The interviewees work within three main
areas: projects, finance and R&D. The reason why these three areas was chosen is because the
Project Manager Office (PMO) has an overall knowledge about all the project happening in
the organization as well as the company’s procedures and processes. The business controller
is the person that knows the preset targets and performance the best, which is essential for the
success of the company. The Chief Technology Officer (CTO) and a developer work within
R&D, which is the department that is currently working the most with innovation. All the

interviews have been recorded to ensure validity (Bryman & Bell, 2018)

The problematization that lay the ground for this thesis is the lack of research about how MCS
should be designed and implemented to enhance innovation within e-commerce. Since there
is a research gap in this area and the employees of Company X’s opinion might be subjective,
an external part was approached to provide more in-depth knowledge. An e-commerce expert
that work daily with innovation strategies and management control system was interviewed to
take part of his experiences. The outline of the conducted interviews is presented in the table

below.
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Interviewee Form Structure Date Duration

Company X - Project Face to Face Semi-structured 24th of April 2018 60 min
Manager Office
Company X - Face to Face Semi-structured 24th of April 2018 30 min

Business Controller

Company X- Face to Face Semi-structured 24th of April 30 min
CTO 2018
Company X- Telephone Semi-structured 7th of May 2018 20 min
Developer
Company X- Telephone Unstructured 15th of May 2018 50 min
Project Manager
Office
E-commerce Expert Face to Face Semi-structured 4th of May 2018 60 min

Figure 1: Interviews
2.3.1.2 Secondary Data

The secondary data in this thesis is collected to get a deeper and non-subjective view of the
case. Firstly, secondary data such as internal documents from Company X is studied and
evaluated. These documents are for example document of vision and mission, organizational
structure and scorecards. There are approximately twenty documents and these are comple-
mented by information from the company’s website and annual reports. Further, secondary
data is collected from reports, surveys and articles by well-respected consulting firms. This
secondary data help the authors analyze which environment and market the e-commerce

Company X is situated in and the future in such market.

2.3.2 Process of Data

In order to perform a qualitative data analysis there are several methods for identifying and
organizing the gathered data. In this case, this refers primarily to the primary data, i.e. the
interviews, and to some extent the internal documents. Content analysis is a way of describing

and quantifying phenomena in a conceptual form (Elo & Kyngis, 2007). The characteristics
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of the content are described by coding and categorizing the information into smaller units.
Thematic analysis is another approach to the process of data. By focusing on themes across a
data set, thematic analysis allows the researcher to see patterns (Braun & Clarke, 2012). The
two approaches overlap each other in many aspects and the boundary between can be hard to
distinguish. According to Vaismoradi et al. (2013), the main difference between content and
thematic analysis is the possibility of quantification in content analysis by measuring the fre-
quency of different categories and themes, which may stand as a proxy for significance.
Based on the context of this thesis, a content analysis is therefore the chosen approach to pro-
cess the gathered data. When the primary data was processed, the authors looked for recurring

experiences, thoughts, apprehensions and trends among the interviewees.
2.3.3 Process of Analysis

The analysis of the processed data is performed using the developed integrated framework on
the past, present and future of the company. This division explains to the reader why the com-
pany is where it is today, how the current state is and what challenges the company is facing,
and the future state is a vision or long-term plan of where the company is striving. First, theo-
ries about ambidexterity and innovation gives the reader an understanding of the company’s
ability to balance exploration and exploitation, and what approach the company has adopted
to achieve ambidexterity. Second, with this information it is possible to analyze the character-
istics of the different innovation strategies and strategic changes proposed by Davila (2005)
and determine what strategy the case company has, is and will use. Lastly, we analyze if and
how the proposed strategy is supported by the proper management controls from the man-

agement control system package by Malmi and Brown (2008).

The methodology structure of this thesis is illustrated in the flowchart below. From the litera-
ture of theories, an integrated framework is developed as a consequence to fit the purpose of
this thesis in the best way. Further, as a consequence of lacking literature of management con-
trol system on e-commerce, the literature of e-commerce is complemented with an Expert
interview. The Expert provides the reader with a authentic and holistic picture the successfac-
tors for innovation strategy and management control in e-commerce. After that, the empirical
findings of the case company, Company X, is presented. By combining the integrated frame-

work, the critical success factors for management control to enhance innovation and empirical
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findings of Company X, it is possible for the authors to analyze, discuss and conclude the case

study in a valid way.

Research Approach

Literatu:re of Integrated
theories

framework

Expert

interview

Set the scene for Analysis, discussion
case company and conclusion

Literature of
e-commerce

Case study

Figure 2: Methodology structure
2.4 Limitations of Research Method

For the purpose of this thesis, a case study is deemed to be the most suitable research method.
However, case studies have some limitations. The most common critique is the difficulty to
generalize the findings in a scientific manner (Yin, 2018). To duplicate the research method
on another organization may not generate the same findings due to the in-depth examination
of the subject of this study. The objective is rather to present the experience of an e-commerce
company than to present an all-covering description of the industry. Hence, the findings from
this case study can contribute to the general knowledge of ambidexterity, innovation strategy
and MCS in different contexts, especially for the e-commerce industry. It can therefore be of
academic interest and fruitful for peer companies, stakeholder and other organizations in gen-

eral that are becoming more digital.

The collected secondary data consist of reports retrieved from some of the biggest consultan-
cy firms. These firms have interest in the development of the industry as such changes have
impact on the service they offer. However, they also have incentive to present facts favorable

for the demand of their services (Bryman & Bell, 2013). In order to present an objective em-
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pirical background, the secondary data have been retrieved from various aspects of the state
of the industry and its future development. Foremost, an e-commerce Expert was interviewed
in order to provide a picture of the current trends, historical events and success factors for e-

commerce companies.
2.4.1 Validity and Reliability

According to Yin (2018) there are four tests, which are commonly used to establish the quali-
ty of any empirical study; construct validity, internal validity, external validity and reliabil-
ity. As this is a qualitative case study based on interviews, it also means that the data collect-
ed is based on individuals’ opinions and is therefore exposed to the risk to be subjective. Con-
sequently, validity and reliability need to be considered carefully to ensure a good quality of

the thesis (Scapens,1990).

To increase the validity of this thesis, the data that is collected are complemented by other
data. This means that the primary data from Company X is complemented by secondary data
about the company, such as internal documents and information from other sources. This lead
to multiple sources of evidence, which decreases the subjectivity (Yin, 2018). Further, to get a
better understanding of the industry Company X is operating in information from articles,
reports and surveys published by big and well-respected consulting firms was gathered. Last-
ly, an interview with an Expert in the area of e-commerce was held. This helped both to
strengthen arguments for empirical findings, as well as to exclude irrelevant or subjective

information. Internal validity is not a concern in this thesis as it is not a causal case study.

The external validity refers to the problem of being able to generalize the findings beyond the
immediate case study (Yin, 2018). Single case studies are typically argued to offer a poor
basis for generalizing. This research is conducted on a Swedish e-commerce company and, to
the authors knowledge, there has been no previous research on this neighborhood. E-
commerce has some characteristics that are unique for the industry, such as the very dynamic
environment and data analysis. Consequently, this could have negative impact for generaliza-

tion outside the e-commerce industry.

Reliability of the research method means that if another author were to conduct the exact

same study as this thesis, with the same research design and same case company, he or she
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would arrive at the same results and conclusions. Therefore, to assure reliability of this thesis
all interviews were recorded. When uncertainty or further follow-up questions arose during

the process of data, additional communication was held with full documentation.
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3. Literature Review and Development of Integrat-

ed Framework

The purpose of this chapter is to present the theoretical basis of this thesis. Theories on ambi-
dexterity, strategic change, innovation and management controls will be developed into an
integrated framework designed for the research purpose. Section 3.1 will present the concept
of ambidexterity, the tension between explorative and exploitative activities, and approaches
to achieve ambidextrous organizations. Section 3.2 presents theory on the role of manage-
ment control systems to manage innovation strategies. Section 3.3 presents an overview of the
management control package. Lastly, section 3.4 and 3.5 presents the developed integrated

framework and previous research on the key topics.

3.1 Ambidextrous Organizations

A central concern for organizations when developing corporate strategies is to create and
maintain a capacity to exploit current resources while simultaneously exploring new activi-
ties. March (1991) examines the relationship between exploration and exploitation in the con-
text of organizational learning. He argues that organizations that tend to execute exploitative
activities over explorative often end up isolated in a static equilibrium, while organizations
that overemphasize explorative activities are likely to suffer from the costs of investments
without realizing many of its benefits. To balance the tension between these two activities is

therefore a key factor for company success. (March, 1991)

An organization’s ability to manage these tensions is referred to as organizational ambidexter-
ity (Duncan, 1976). However, to simultaneously explore and exploit is somewhat paradox and
involves conflicting requirements on organizations (Agostini et al., 2016). It means to com-
pete for scarce resources and calls for completely different structures, processes, strategies,
capabilities and cultures. Explorative activities such as search, discovery, experimentation,
risk taking and innovation is associated with organic structures, loose systems, radical chang-
es and a reactive approach to events. On the other hand, typical exploitative activities as re-

finement, implementation, efficiency, production and selection are perceived to require mech-
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anistic structures, aligned systems, planning, routines, tight control and bureaucracy. (He &

Wong, 2004)

While exploitative and explorative activities compete for scarce resources and requires com-
pletely different organizational structures, the question on how an organization actually
achieves ambidexterity remains. Duncan (1976) suggests that ambidexterity is achieved by
shifting structures sequentially over time. However, sequential ambidexterity is widely per-
ceived to be ineffective and organization should instead explore and exploit simultaneously
(O’Reilly & Tushman, 1996). Simultaneous ambidexterity is what one commonly refers to

when discussing organizational ambidexterity - including this paper.
3.2 Innovation and Strategic Change

There are different roles for management to take on to manage innovation within an organiza-
tion. Davila (2005) propose a framework for the formal management control system (MCS) to
play different roles in managing different innovation strategies. Historically, MCS was syn-
onymous with standardization and cybernetic models (Anthony, 1965). As a consequence,
innovation was not prioritized nor cherished. The framework of Davila (2005) aims for organ-
izations to view MCS as a complementary that have a positive effect on innovation that en-
hance learning, communication and experimentation required for innovation in strategy for-
mation and is a tool for adapting to changing environments. The research also emphasizes the

impact innovation has on strategy and strategic change. (Davila, 2005)

Divided into two dimensions, locus of innovation and type on innovation, Davila (2005) sug-
gest four types of processes to capture innovation on strategic change from different perspec-
tive. The first dimension, locus of innovation, is regarding whether the innovation happens
throughout the organization in the day-to-day operation or at the top management. The other
dimension, type of innovation, clarify whether the innovation modifies the current strategy
(incremental innovation) or whether it redefines the future strategy (radical innovation).

(Davila, 2005)
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Table 1 Strategic concepts for MCS

Type of innovation defining strategic change

Incremental Radical

Locus of innovation
Top management formulation Deliberate strategy  Strategic innovation

Day-to-day actions Emergent strategy /  Emergent strategy /
intended strategic autonomous strategic
actions actions

Table 1. Source: Davila, 2005 p 42

Figure 3: Strategic concepts for MCS

Strategic change depends on how the innovation shapes the strategic change. Within an or-
ganization, strategic changes should not be seen in isolation, rather as an internal evolutionary
process, where formulation and implementation of strategy is equally important and happens
simultaneously. This process can be seen as a combination of deliberate (formulated by day-
to-day actions) and emergent (formulated by top management) strategies. Where the first is
used to adapt to contingencies and the other with the purpose of redefining the strategy. The
strategy that ends up happening is the realized strategy, which is a combination of the deliber-
ate and emergent strategies. (Davila, 2005) Chesbrough (2000) claim that the implementation
of innovation is the main part of a strategic change, which include how the organizational
structure should be designed to enhance innovation. To enable this, the culture of the organi-

zation needs to support this (Tushman & O’Reilly, 1997).

As mentioned, there are two types of strategic changes: incremental and radical innovations.
Incremental change is built upon competences that already exist within the organization,
which can be acquired or developed. These changes is seen in a structural context which indi-
cate that the strategic change is modifying the current strategy, and do not redefine it. It is
fairly easy to predict the outcomes of an incremental change since it is within the current
strategy. Incremental changes are also characterized with lower risk, and in turn lower ex-
pected return than a radical change hope to bring. The deliberate strategy and induced strategy

are two types of strategies that are incremental. (Davila, 2005)
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In contrast to incremental changes, radical changes are strategic changes that redefine the fu-
ture strategy. The aim of redefining the strategy is high-expected returns, but it is also synon-
ymous with high risk. Radical changes can be upsetting though it can lead to structural chang-
es. Examples are the redesigning of competitive strategy, redefining core competencies and
changes of the industry structure. The two dimensions of radical changes according to Davila

(2005) are strategic innovation and emergent strategy.

3.2.1 Model of MCS for Innovation Strategy

Davila (2005) emphasize the MCS role as part of succeeding with the strategic approach of
innovations. As a consequence, the model of MCS for innovation strategy was created. The
model considers the components of strategy in regards of organizational context and the MCS

as ways for innovation to emerge and get embedded into the strategy.

Table 2 A model of MCS for innovation strategy

Components Organizational MCS role
of strategy context

Current strategy
Deliberate strategy Structural context Support the execution of the
deliberate strategy and
translate it into value
Induced strategic Structural context Provide the framework for
actions incremental innovations that
refine the current strategy
throughout the organization
Future strategy
Autonomous Strategic context Provide the context for the
strategic actions creation and growth of radical
innovations that fundamentally
redefine the strategy
Strategic innovation Strategic context Support the building of new
competencies that radically
redefine the strategy

Table 2: Davila 2005 p.47

Figure 4: A model of MCS for innovation strategy

3.2.2.1 Execution of Deliberate strategy

The deliberate strategy is incremental as well as provided by the top-management and it is
therefore important for the top management to support the translation of the strategy into ac-

tions of value within the organization. The role of MCS is to enhance efficiency and to miti-
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gate risk. On the other hand, by executing a deliberate strategy, it is possible that it limits the
organization’s ability to innovate. Whether this is a disadvantage of the organization depends
on the following factors. In organizations where procedures are standardized, innovation
might be unwanted, the role of MCS is to mitigate the risk of deviations and to constantly
deliver reliability and consistency as well as how to carry out procedures. In these types of
organizations, efficiency is also important and therefore delegation is facilitated (Merchant,

1985).

To ensure a deliberate strategy is fulfilled through the MCS, current strategy is transformed in
a set of actions to meet pre-set targets. Hence, efficiency of current resources is critical, as
well as speed. These two characteristics are often preferred at the expense of innovation. As a
consequence, companies that imply a deliberate strategy is only effective in stable, mechanis-
tic environments. The MCS can become dysfunctional and coercive in other environments
due to the fact of ensuring short-term value of efficiency and speed. However, the limitations

of innovation can be avoided when the innovation is translated into value. (Davila, 2005)
3.2.2.2 Guiding Induced Strategic Actions

As a consequence of the dynamic environment, the need for organization to adapt to changes
is crucial. This requires innovative solutions that are not within the existing codified
knowledge of the organization. The induced strategic actions do this through incorporating
day-to-day activities within the process of incremental strategic change. Therefore, the MCS
need to facilitate the day-to-day interaction across the organization, between the employees
and the management. When inducing strategic actions within strategic change, deviations
from expectations is seen as opportunities that capture learning to bring about improvements
for the current processes. In such systems, the structure is intended to structure the interac-
tions involved, to support searching and translate it to knowledge and into a product or ser-
vice. (Nonaka, 1994) Hence, the MCS used must support knowledge to stimulate innovation.
Since the induced strategic actions are perceived within the day-to-day actions, top manage-
ment can only guide these actions. This is perceived by focusing on designing guidelines that
shape the emergent strategy and provide clear goals, whereby communication is crucial. One
way of doing this is creating quality circles, which consists of a team with the purpose of im-
proving existing processes. By using quality circles to improve existing processes, organiza-

tions hope to gain competitive advantages. MCS is to be used to establish an infrastructure
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that facilitates feedback mechanisms. The aim is to get the opinions of customers of the prod-
uct developments. For managers to involve themselves within the decision activities of subor-
dinates, the interactive systems should be in place. Hence, discussion should stay close to the
current strategy rather than radical change, and top management should guide discussions
around strategic uncertainties. In this way, interactive system helps to stimulate incremental

innovation.
3.2.2.3 Crafting Autonomous Strategic Actions

Autonomous strategic actions are radical strategic changes that comes from anywhere within
the organization, at any point of time. These changes are unpredictable, but will have a great
impact on the organization and are managed through the strategic context. Due to this, auton-
omous strategic actions do not happen often. For an organization to succeed under these pref-
erences, appropriate settings need to be created to be able to generate variation through this
aggressive innovation strategy. One of the settings discussed is culture, where motivation and
evaluation of people is included. That is how to monitor and allocate resources as well as how
to capture learning are settings that need to be discussed. To define the strategic context, MCS
can be used proactively and these characteristics are used in an almost opposite way than
within traditional systems. MCS should be used in the way to embrace experimentation, dis-
covery and exceptions, with the aim to be broad and search within unknown areas. To en-
courage motivation and still be able to measure performance, stable goals should be set to

motivate the employees through without lacking in being innovative.

Further, the funding of radical innovations differs from incremental, though the benefits from
being innovative and having a longer time horizons equals to more risks. As a consequence,
innovations might appear less attractive. However, the funding processes of radical innova-
tions rely mostly on qualitative valuation from Experts. When sledding from an idea into a
business proposition, it is important that the MCS is supporting this step. Autonomous strate-
gic actions should not be put into a structural context though it will limit significant devia-
tions, but at the same time it is important with access to organizational resources and develop
complementary assets to support the innovation. The key stage within the autonomous strate-
gic actions is the retention stage, the stage where the innovation is incorporated within the
strategy of the organization as well as the structural context (Van de Ven et al. 1999; Leifer et

al. 2000; Burgelman 2002). As a consequence of a radical innovation, it can redefine the en-
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tire organization. This integration is essential for the innovation and MSC helps guideline it

through planning, incentives and training.
3.2.2.4 Building Strategic Innovation

Strategic innovations are radical strategic changes that are perceived from the top-
management (Davila, 2005). In some organizations, the managers are the entrepreneurs of the
organization that formulate a strategy from the need of the radical change. Strategic innova-
tion has two dimensions: the first one is the same as in crafting autonomous strategic actions,
i.e. the stimulation of creations that evolves within radical innovations throughout the organi-
zation. The other dimension helps the top-management to examine the need and opportunities
of redefining strategies. For both, the aim is to incorporate the innovation so it will redefine
the strategy and structural context. Simons (1995) defined the interactive systems as a tool for
strategic uncertainties. Further, balanced scorecard can be used as a tool to identify opportuni-

ties for both radical and incremental changes within an organization's strategy.

Organizations that are building strategic innovation will benefit from an MCS that carefully
monitor the environment (Lorange et al., 1986). The top-management need to be aware of
what is going on externally and internally, which includes new customer trends, potential ac-
quisitions, new technologies, opening of new markets or other changes in regulations. The
MCS is also of importance when analyzing involving local experiments though leveraging
learning is of crucial part being innovative. Further, economic models that are built need to
rely on control systems. The MCS of that support strategic innovation in an organization need
to proactively manage the learning process. This learning process is different from the struc-
tural context in the sense that the planning process does not outline specific reference points.
It is the motivation for developing new competences, allocate resources for the new compe-
tences and lastly to create measurement systems that is able to adapt to the new business
model that comes from strategic innovation. Therefore, the vision and action of the MCS
structure is of constant back-and-forth with periodic deadlines for the management to be able
to exchange information with each other. This process can be seen as a board meeting in start-
ups, where people with different backgrounds discuss tactics and strategy to create new per-

spectives.
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3.3 The Management Control System Package (MCSP)

In 1980, Otley first started to study management control system as a package. The reason was
that if the different controls were studied separately, the controls would be in isolation from
its wider context and potential. Malmi and Brown (2008) develop Otley’s theory and claim
that the best way to study management control system is as a package. The main reason is that
MCS do not operate in isolation and therefore the different control systems within the organi-
zation should support each other. If the systems are studied individually, conclusions can be
drawn that do not relate to the existing MCSP. The package is conceptualized from previous
researched within the area of MCS and are thereafter put together into the framework of man-
agement control system as a package, consisting of controls for cultural, planning, cybernetic,

administrative and reward and compensation. (Malmi & Brown, 2008)

T. Malmi, D.A. Brown / Management Accounting Research 19 (2008) 287-300
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Figure 5: The Management Control System Package

3.3.1 Administrative

Malmi and Brown (2008) recognize organization design and structure, governance structure
within the firm, and the procedures and policies as administrative controls in their framework.
The organizational design and structure direct employee behavior by organizing individuals
and groups. By doing so, organizations can encourage desired types of contact and relation-
ships. The governance structure is a control that help monitor the behavior and who can be

accountable for the behavior in the organizational structure, i.e. the formal lines of authority
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and accountability, and a control to coordinate activities both vertically and horizontally. Pol-
icies and procedures are controls to specify how, or how not, tasks or behaviors should be

performed.
3.3.2 Planning

In the management control system as a package, planning is defined in line with Flamholtz et
al. (1985) as a type of control set out on beforechand. Malmi and Brown (2008) mean that
planning, in the context of their framework, can be done without a clear link to finance and
accounting. In other words, planning can serve as a tool to direct employee behavior. It is
rather a element to set out goals, provide standards and align goals in order to control activi-
ties and individuals in the organization. The authors separate between action planning, which
is tactical actions within a shorter period of time (usually a maximum of 12 months), and
long-range planning, which have a more strategic focus on the company’s overall strategy and

vision.
3.3.3 Cybernetic

A cybernetic control is defined by Green and Welsh (1988) as “a process in which a feedback
loop is presented by using standard of performance, measuring system performance, compar-
ing that performance to standards, feeding back information about unwanted variances in the
systems, and modifying the system’s contingent upon how it is used”. Malmi and Brown
(2008) recognize four cybernetic controls in their framework: budgets, financial measures,
non-financial measures and hybrids, whereby hybrid are a mixture between financial and non-

financial measures such as the Balanced Scorecard (BSC).
3.3.4 Culture

To explain cultural controls Malmi and Brown (2008) define organizational culture in line
with Flamholtz et al. formulation as “the set of values, beliefs and social norms that tend to be
shared by its members and, in turn, influence their thoughts and actions” (p. 158). Culture
controls are the established values, beliefs and social norms that influence employee behavior,
and value-based controls work on three levels: when organizations recruit congenial individu-
als which match with the organizational values, when individuals through socialization

change their values changed to match with the organizational values, and when individuals
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behave in accordance to the organizational values even if they do not personally adhere to
them. Besides value-based controls cultural controls also include symbol-based controls, such

as dress codes and open plan office, and clans, which is subcultures within the organization.
3.3.5 Reward and Compensation

By linking goals and activities of individuals and groups to to those of the organization, com-
panies can motivate and increase the performance of their employees. Rewards and compen-
sations can be provided for other reasons than those connected to cybernetic controls and are
therefore considered a separate element in Malmi and Brown’s (2008) framework. Organiza-
tions can control individuals or groups effort to the task in three ways: effort direction, which
is the tasks individuals focus on; effort duration, which is the devoted time to the task; and

effort intensity, which is how much attention individuals devote to the task.
3.4 Previous Research

Bedford (2015) studies MCS impact on innovation and the implication for firm performance.
He reach the conclusion that whether the control enhance performance differ depending on
the mode of innovation, in other words, whether the firm is specializing on exploration or
exploitation. The study also finds that in ambidextrous organizations, diagnostic and interac-
tive controls is working dependent on each other. (Bedford, 2015) Transformational leader-
ship by top management is emphasized by Chow et al. (2003) as having a positive impact on
organizational innovation. Further, organizational innovation also has a positive effect on
creating organizational culture, whereby ideas is exchanged and innovations are encouraged
and developed. Innovation in connection to retail in general has also been covered, but the
focus is often on value creation to the customers and not so much on how innovation can ben-
efit the organization as a whole. Bridges et al. (2011) conceptualize a retail business model of
how retailers can create value for its customers and how it appropriates value from the mar-
kets. Mahadevan (2000) study business models for e-commerce. He find that due to unprece-
dented growth of internet and internet shopping, organizations had a hard time adapting to the
new kind of business model. A substantial amount of the literature on e-commerce studies
customer loyalty in an online context, a concept referred to as e-loyalty (Gefen, 2000; Srini-

vasan et al., 2002; Choudhury et al., 2002). However, as mentioned before, there is a research
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gap on how management controls can enhance innovation strategies within the fast-moving

industry of e-commerce.

3.5 Developed Integrated Framework

Several researches claim that exploitation and exploration are closely related to incremental
and radical innovation, and that exploitation and exploration requires different organizational
structures (Abernathy and Clark, 1985; Davila et al., 2009; Tushman and O’Reilly, 1996).
Tushman and O’Reilly (1996) emphasize that for an organization to survive over long periods
they need to be ambidextrous as well as be able to implement both revolutionary and incre-
mental changes. Examples of companies that have succeeded in being ambidextrous and mas-
ter evolutionary and revolutionary changes are presented in their study. What all of these have
in common is that they succeed in keeping the units small and autonomous, which lead to a
sense of ownership and responsibility for the employees. In turn, this leads to a strong corpo-
rate culture, striving towards the same goal. (Tushman and O’Reilly, 1996) In Davila et al.
(2009) they call for the field of accounting and control to adapt to the changing and dynamic
environment and the need to view this elements from a new perspective. As a consequence,
the authors of this thesis believe that these concepts, i.e. exploration and exploitation, should
be studied together to understand how e-commerce companies are working with innovation

and how MSC can enhance the innovation process.

Previous research has studied the MCS from the perspective that Davila (2005) describe in his
research: Simon’s (1995) Levers of Control. However, the authors of this thesis believe that
the MCS’ role to enhance innovation can be further emphasized by using the framework of
Malmi and Brown (2008). The reasons for this are that Simons (1995) is outdated and only
takes four controls into consideration. For example, reward and compensation as a tool to
motivate individuals in other means than financial, is not part of Simons Levers of Control,
however, it is a part of the MCS package of Malmi and Brown. Within the section of research
opportunities in Malmi and Brown (2008), they propose the following question for further

research:

“As the environments within which organizations exist are in a state of constant

change, which of all the elements in the MCS package are the ones which have
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to fit best, and which are less essential for maintaining control and gaining su-

perior performance?” (p. 297)

As part of the purpose of this thesis is to study an industry which is constantly changing.
Hence, it would also be a contribution to the further research opportunities suggested by
Malmi and Brown (2008), as well as to provide an integrated framework that considers strate-

gic changes and MCSP.

Further, there has been other criticism towards Simon’s (1995) framework, for example that it
focuses too much on top-management. Hence, the employees’ contribution, organizational
learning and organizational structure is not considered in his framework. (Tessier & Otley,
2012) These tensions are considered more thoroughly within the framework of Malmi and
Brown (2008) and therefore motivate the substitution of Simon’s (1995) framework for the
management control system package (MCSP). The belief is that the MCSP can contribute to a
more aligned MCS for companies that operate in changing environments. As the purpose of
this thesis is that, by using the integrated framework, analyze how the MCS can support inno-
vation in e-commerce companies, the authors believe that an aligned MCS is crucial for being
successful in the fast-moving industry. By emphasizing aligned MCS it is easier to be agile

when needed.

To make it possible to analyze Company X on the basis of MCSP, the crucial factors of MCS
role described in Davila (2005) have been emphasized. Further, the different parts of the
MSCP was reviewed to distinguish which parts that were of most importance to succeed with

the different strategies: Deliberate, Induced, Autonomous and Strategic.

33



Innovation | Characteristics of strategy Parts of MCSP
Strategy
3 Deliberate Mitigating risk of deviation e Planning
E Deliver reliability and consistency Cybernetic
> -Incrc@cntal Planning systems Administrative
-8 strategic Analyze critical performance variables
< change Preset target
] - Formulated Business plans and budgets
Z by top Speed and efficiency
= management
~—
» g
2
Qo Induced Facilitate interaction across organization e Culture
5 MSC must support knowledge to stimulate Planning
— -Incrcxpcntal innovation Administrative
g strategic Designing guidelines and goals
o change Communication crucial
> - Day-to-day Quality circles
43 SEaons Feedback mechanism
=
(@)
]
o
5 Autonomous MCS proactively e Culture
(- ) Variation encouraged e Long range
o -Radical Stable goals planning
X strategic Retention stage is key stage * Reward and
g change compensation
O - Day-to-day
- actions
=
o
e
9 Strategic Examination of need and opportunities of e Planning
“a’ redefining strategies e Administrative
g -Radical Monitoring of the environment
= strategic Proactively manage the learning process
& change Back and forth communication
- Formulated Measurement systems that adapt to new
by top business models
management

—

Figure 6: The integrated framework
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4. Empirical findings

The purpose of this chapter is to present the empirical findings from the primary and second-
ary data. It is divided into two parts: one external and one internal section. The external sec-
tion, 4.1, shortly summarize the current state of e-commerce and the current trends reported
by consulting firms in 4.1.1, and an interview with an e-commerce Expert in 4.1.2. The inter-
nal section 4.2 presents the processed data gathered from Company X, consisting of infor-
mation from the interviews and from the internal documents. This section is further divided

into the key concepts of this thesis: ambidexterity, innovation strategy and the MCSP.

4.1 External empirical findings

4.1.1 Current state of e-commerce

The current state, existing challenges and future landscape of the retail industry and e-
commerce have been covered by researchers, journalists, Experts and other stakeholders from
all over the globe. Such range of coverage indicates an importance of tackling this topic. As
previously stated in the introduction chapter, e-commerce is characterized by innovation,
technology and rapid change in customer demand (Deloitte, 2018). With consumers going
online to shop and retailers developing online channels in a rapid pace, consultants are pro-
moting new approaches, business models and strategies for e-commerce companies to stay
competitive and to be profitable (EY, 2017; PWC, 2018a). According to literature, such stra-
tegic changes require the formulation of innovation strategy and of MCS as a tool to ensure
the formulation and implementation (Simons, 1990). However, the particular topic of retail
and e-commerce in connection to ambidexterity, innovation strategy and management control
do not seem to have drawn any previous academic attention. In addition, the previous research
on e-commerce that do exist is considered to be irrelevant or outdated for the purpose of this
thesis. Therefore, an interview with an e-commerce Expert is presented below to provide the
reader with a authentic and holistic picture the success factors for innovation strategy and
management control in e-commerce, and to further strengthen arguments in the analysis in

Chapter 5.
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4.1.2 Expert Interview

The e-commerce Expert has been active in the marketing and communication industry for
over 25 years. He is an entrepreneur and co-founded one of Sweden’s largest media consul-
tancy firms. The company has advised their brand-name clients for almost two decades in
performance and strategy, but the Expert has in recent years seen a dramatic increase in de-
mand for consulting in digital transformation, innovation and strategic change. The industry is
experiencing an extremely high growth in many aspects. He describes this change in demand
as very slow moving and quite predictable for a long time up until ten years ago, and especial-

ly until the past 4-5 years, when the technological transition gained momentum.

“It is hard for companies in extremely changing environments such as e-
commerce to have their MCS completely aligned at all times. In my experience,
some controls are at times more important than others, depending on factors
such as the state of the industry, the organizational structure, the strategy and

technological development”.

When the Expert started his career the controls were more static, and now, the controls need
to adapt to the changing environment. For example, the timespan for planning, forecasting
and budgeting is shorter and revised several times a year instead of just once, which puts cer-
tain requirements to be flexible from a planning perspective. A big challenge lies in finding

the right KPI:s and to interpret them in the right way.

“It is difficult to trace internal activities and efforts to company performance.
How do you really know if a reorganization, new process, strategy or marketing
campaign is truthfully reflected in the revenue or profit? And that those figures
are not in fact affected by other external factors such as weather or social me-

dia? The challenge is the tracking of innovation”.

Previously, companies did not have to exert themselves notably in order to follow the industry
development. This is no longer the case. Today, they have to be in the absolute forefront to
gain market shares. The Expert suggests that there are two ways for digital companies to be
profitable: to be fast moving or technologically innovative. The first option enables the com-

pany to gain a shorter period of monopoly or oligopoly, while the latter has the advantage of
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free pricing that comes with new techniques. What they do have in common, however, is the
importance of innovation and of a well-established MCS. He means that some parts of an or-
ganization naturally have to be innovative because the entire company’s survival depends on
it, while other business units such as accounting and administration perform almost no inno-
vational activities at all. A proper organizational structure has to be in place to enhance inno-
vation in those parts of the company that are desired to be innovative. Furthermore, he ex-
plains that balancing the exploration of new business opportunities and managing the current
resources simultaneously is a very complex equation. He describes it as an ever-on-going pro-
cess where the equilibrium is constantly shifting due to both internal and external impacts.
However, his experience suggests that people in general are quite reluctant towards innova-

tive activities and strategic change.

“People talk about the risks associated with innovation in terms of financial
risk, but I would say that 90% of the time, the reason companies do not engage
in innovation is because they do not have the energy or the will to change. No
one would ever admit that though, but to not make a decision is a decision itself

too. Also, people are afraid to lose their jobs”.

The Expert stress the importance of organizational culture and employee motivation in order
for companies to succeed with innovational efforts. Individuals will not be open to change if
the culture do not encourage change. Apart from that, he suggests that all innovation process-
es should be evaluated on beforehand to investigate which people that could be negatively
affected by the change. These should be assigned KPI:s and allocated a watching eye in order
for managers to detect resentment or discourage. The most important factor in innovation pro-
cesses is, according to the Expert, to have a clear and flowing internal communication. The
reason for executing innovation processes is to stay competitive. His apprehension of the cur-
rent biggest challenges in e-commerce is to attract the right customers, generate traffic, cap-
ture quality leads and to convert online shoppers into paying customers. To press the margin
is, in his opinion, a strategy that is eradicating. Instead, he predicts the future of e-commerce
to focus on support services for the actual retailing such as logistical solutions, shipping, in-

surance and secure payment methods.
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Key concept | Take-away

MCS Organizational culture sets the scene for innovation possibilities

Controls need to adapt to the changing environment

Organizational structure decides which parts of the organization that can be
innovative

Planning, policies and procedures has to be clear in order to steer innovation
in the right direction

Strategic People are in general reluctant to change
change
Innovation Companies has to be in the forefront of change or technological innovative

New types of business models
There is a challenge to track innovation activities to company performance

Figure 7: Key takeaways from Expert interview

4.2 Company X

Company X is a medium sized company with approximately 2 billion SEK in revenue and
150 employees and is part of a bigger European group focused on retailing. Both the group
and the company is pure e-commerce and has been since its very start. At first, the focus for
Company X was to sell generic media products online and explore the benefits of not having
any premises costs, i.e. to move the traditional retail business model online. As the industry
grew, so did the business opportunities and, today, Company X is an online marketplace for
thousands of products and numerous product categories. As a consequence of that the compa-
ny is a marketplace, it do not develop any products in house. The innovation within Company
X is therefore considered new services, improved processes and new business opportunities
etc. Due to that company is part of a bigger group the company is not fully autonomous. For
example, the budget cannot be revised without the group is aware of it and bonuses cannot be
distributed however Company X desire. However, Company X’s revenue contributes to al-
most half of the revenue of the group, which makes it the biggest one in the group. Company
X has had an increase in sales of 10-15 % in the past years and the number of visitors on the
website has a growth rate of approximately 5-10% per year. The marketplace business model
allows the company to grow without having to build own inventory, which significantly re-

duces capital requirements and boosts growth. However, Company X is confronting several
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challenges such as new business models, new technology and new actors on the market. In
other words, Company X operates in a dynamic and ever-changing environment with constant
shifts in customer demand. With Amazon entering the Swedish market, the increase in com-

petition applies to all e-commerce companies, regardless of size and focus.

As the company is going through a strategic change, the empirical findings of the company
will be presented in a perspective of three time frames: The past, the current state and chal-
lenges, and the future. The past describes the transition Company X made from being a retail-
er online to become a marketplace. The second period is the current state and challenges that
lay the ground for the starting point of the strategic change. The third part discusses the future

and where Company X is aiming.

4.2.1 The Past

Company X entered the e-commerce business in its earliest phase in the beginning of the 21st
century. At the time, the platform that was designed was very simple, most due to limited
knowledge and verdant technology. The interviewed developer describes this phase in the
industry as much slower moving. The competition was not as fierce and the pressure to be in
the forefront of innovation and technology was not as hard. The company has since then been
adjusting the system, trying to achieve improvements and adapting to increasing internal and
external demands. However, the result has been that the structure of the platform can rather be
seen as patchwork quilt system where no one knows where to begin to restructure it. There
have been failed attempts to remove and isolate separate modules from the database to under-

stand its structure.

Company X has initiated several technological innovations formulated by top management in
the past few years, but with little success of realizing the benefits of the investments. For ex-
ample, the company has experimented with both the back-end and front-end technology to the
website and tried to redesign the system from scratch. Company X has also put a lot of effort
on reacting to the changing technological environment. Interviewees from Company X de-
scribes their daily operations to more or less circle around reacting to these technological
changes and deficiencies, which has resulted in a reactive approach where both explorative

and exploitative activities have been deprioritized.
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“Even if someone would try to understand the patchwork quilt, one would not be
able to as its complexity can only be understood by an expert, i.e. a developer.
And even the developer can’t understand it because the turnover on the position

as CTO has been so high”. (Developer interview, 2018).

If a deficiency, bug or failure is detected in the system there is no flag alarming on before-
hand. Often, a quick fix is made to keep the site and the system running, and there are no re-
sources or implemented activities to go back and fix it properly. This mismatch has resulted in
a lack of trust for the R&D department. Further, the Chief Technology Officer (CTO) at
Company X has been replaced several times. With no proper policies and procedures in place
this has lead to a hard time understanding the system’s structure and to keep up with changes.
As every new CTO has tried to change and improve processes and structures within their
business unit, a consequence is that employees repeatedly have had to change their way of
working, leading to less autonomy and decrease in motivation. The risks with investments
related to innovation in Company X have rather been connected to employee reluctance to
change rather than financial losses. The explanation is the bad experience from previous initi-
atives. Interviewees express this reactive approach and reluctance to change as a characteristic
of the culture in the organization. The business controller states that the MCS in the past has
had little connection to the firm’s strategy. The organizational structure and the MCS have
had a design more appropriate for one of the classic retailing models where focus is on high
volume and extremely low margins. Cybernetic controls have consisted of almost exclusively
financial measures and the organizational structure has been hierarchical with many middle
managers. However, when the new CEO quite recently was appointed a decision to reorgan-
ize the company was made. The objective is to create space for innovation in order to be in
the absolute forefront and gain market shares. In extension, to reorganize aims to create a bet-

ter balance between innovation and managing current resources.
4.2.2 The current state and challenges

“Previously, we have had our daily operation pretty much circling around put-
ting out fires. The mindset has truly been reactive. But we are in a transition
phase right now where we seek to restructure the entire organization” (CTO in-

terview, 2018).
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4.2.2.1 Ambidexterity and Innovation Strategy

The fierce competition and ever-changing market is demanding for companies to be innova-
tive and flexible. As a consequence of these external factors in combination with an internal
demand for controls and structure, Company X is currently undergoing a strategic change.
The company is shifting towards a new business model where the bulk of revenue comes
from generating traffic on the website, capitalizing on that traffic and to offer supportive ser-
vices for both customers and merchants. The latter may be executed by collaboration with
external actors. Interviewees describe the ultimate goal with the new business model as to be
more than just a marketplace online. Further, the company is currently undergoing reorganiza-
tion with the objective to enhance synergies between organizational groups and business units
to create space for shared knowledge and individual incentives. Hence, the strategic change
entails two strategic parts: a new business model and reorganization. To realize the strategic
change, Company X has formulated four main strategies for the organization to focus on and
strive for: to improve the platform, operational improvements, brand repositioning and new

categories of merchants.

The innovation strategy in Company X is currently formulated almost exclusively by the top
management. However, some departments are working with innovation. The degree of inno-
vational capability varies substantially between the different business units. The investments
in innovation in the R&D department is approximately 3% of revenue, but there is no such
number on how much the other departments work with innovation. In the R&D department,
the innovational thinking is expected to be a part of the daily work and individual initiatives
are highly encouraged. The focus of the R&D is divided into three parts: innovation and new
business opportunities, short-term investment with quick fixes and managing the current sys-
tem. The current distribution is 45%-45%-10%. However, the CTO implies that through being
a marketplace for hundreds of merchandisers, selling to thousands of customers every day, the
company is in that aspects in the absolute forefront when it comes to technological develop-
ment. In other aspects, such as internal communication and data mining, the company is lag-

ging behind. Too much is handled manually and requires support from the R&D department.
“Some employees spend their days putting out fires and that is not a very en-

couraging environment to foster new ideas. People will not be innovative when

the work is monotonous and the organizational structure is strict. I believe that
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with more individual responsibility comes more exciting ideas. However, every-
one is not innovative in their nature and enjoy structure, and all departments

cannot be as casual”. (CTO interview, 2018).

4.2.2.2 MCSP

4.2.2.2.1 Administrative

The reorganization has led to a different organizational structure. Before, the organizational
structure was more hierarchical with many middle managers, few interactions between busi-
ness units and poor communication. As a part of the strategic change, Company X has recent-
ly reorganized the Marketing and Sales division as well as the R&D division. The new and
old organizational structure of the Marketing and Sales division is illustrated Appendix 3 and
4. In the Marketing and Sales division, all products provided on the website are divided into
categorical groups and each product group has its own Product Manager. Previously, every
Product Manager had a team of Product Assistants. All teams practically performed the same
work but parallel and completely separated from each other, which was highly inefficient. In
the new organizational structure the Product Assistants are divided into cross-functional
teams called Product Life Cycle that studies how a product “lives” on the website from the
moment it enters to when it is sold. The R&D division has been reorganized in a similar way
with cross-functional teams. Instead of working in separate groups depending on its support-
ive function for the organization, which resulted in a lot of duplication of effort, the cross-
functional teams now work completely project-based depending on the organizational need,
which is communicated by the management forum and the board. However, Company X has
not implemented a measurement system to evaluate the outcome of the cross-functional
teams. Further, once a month the R&D division has an “Innovation Day”. During this day, the
employees are allowed to work on any innovative project they find interesting. Such projects

often tend to be related to artificial intelligence (Al).
“No one has been responsible for adapting from being a retail company that
start selling products online, to become a fully feather e-commerce market-

place” (Business Controller interview, 2018).

Further, before the reorganization, no person was responsible for translating innovations and

improvements to actions. In January 2018, Company X employed a Project Manager Office
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(PMO) to structure these operations and make policies and procedures of how employees
should, or should not, be operating to achieve the structure, efficiency and synergies. She

claims that employees are aware of the misfit culture and the lacking organizational structure.

“Can you believe that we have a growth rate of approximately 10% of year de-
spite the poor organizational circumstances, and can you imagine what that
number could look like if we had the culture and the structure in place?” (PMO

interview, 2018)

The top management group consists of the CEO, COO, interim CFO, interim HR manager,
Head of Marketplace, Technical Officer and Chief Lawyer. However, the HR manager is em-
ployed by the group Company X is part of and do no work at the same location as the rest of
top management. With new people on management positions, Company X has gained energy
to improve the operations, the business model and to see new opportunities for the company.
To further enhance organizational learning, synergies and a more proactive approach, Com-
pany X has created a so-called management forum. This is a group consisting of managers
from the different business units, gathering every week to discuss and communicate the more
short-term needs from their respective department. On beforehand, every manager has lis-
tened to the opinions of its own division. During the meetings, a prioritization list is created in
order for the employees in every business unit to have a better understanding of what is re-
quired to meet the short-term needs. The management forum was not only created to benefit
the employees, but also for the board to get a grip of how they can create an organizational

structure suitable for the uncertain environment Company X is operating in.

4.2.2.2.2 Planning

The planning controls in Company X vary across the different business units. Each unit has
their own short-term action plans as well as long range planning, whilst top management have
formulated the overall goals and visions for the organization as a whole. These have typically
been linked to finance and accounting and with little emphasis on other non-financial aspects
of the organization. The Business Controller describes a shift in the planning controls regard-
ing the role of the control per se and the timespan. Before technology changed the industry so
swiftly, the planning controls in Company X were quite static and usually ranged over quar-
terly to yearly action plans and 3-5 years for the long-term plans. This applied to all business

units in order to keep the organization focused on working towards the same financial goals
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set by top management. As the industry grew and unforeseeable technological development
started to occur, this structure was no longer feasible. Today, planning controls are more cus-
tomized depending on each business units’ demand. For example, R&D works project-based
and therefore plans accordingly, whilst Marketing and Sales as well as Finance and Account-
ing have a clearer link to performance, but in different ways and with different
measures. However, interviewees express an urge to customize the planning controls even
further. The explanation is that for the departments that do not have a clear link to the busi-
ness financial performance, for example exploration projects within R&D, it is hard to know

the contribution to the business performance.

4.2.2.2.3 Cybernetic

Company X has moved from measuring company performance in a “traditional” e-commerce
way, such as customer conversion costs, to instead emphasize cohort analysis and customer
lifetime value, to better reflect the environment the company operates in. This is a subset of
behavioral analytics that allows the company to observe patterns across the lifecycle of cus-
tomer groups with the same characteristics. However, the Business Controller express a diffi-
culty in measuring how certain investments affect the company performance. Further, he em-
phasizes that as a consequence of the fast moving market and new technology, it is sometimes
hard to compare performance between periods because what is importance differs and some-
times even the measurements themselves change. Further, the company is using several finan-
cial measures as well, some that are followed up daily or weekly, for example the purchase

amount per customer.

All employees at all departments in Company X has its own scorecard consisting of personal
KPI:s and milestones. Each department manager’s scorecard is a compilation of its employ-
ees. Naturally, the scorecards deviate a lot from each other. Some consist exclusively of fi-
nancial measurements connected to forecasts and budgets, while others include no such
measurements. The scorecards are followed up and, if needed, modified every two weeks.
The intention of the scorecards is not to monitor the employees, but to serve as personal

guidelines.
The budget of Company X is revised every fourth month, if the Business Controller together

with the management team believe that the targets will not be met or whether the sales have

increased more than expected. However, the potential for innovation in the Finance depart-
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ment is limited. Even though the reorganization and transition aims to stimulate innovation
and create space for an innovative culture, interviewees mean that there are certain key per-
sons on management positions with extensive experience that lead innovation in Company X

forward.

4.2.2.2.4 Culture

None of the interviewees describe the culture in Company to be in place and when asking
about the core values only one person could answer. Official documents such as the annual
report communicate a set of core values externally, but top management has undoubtedly
failed to communicate them internally. The company is permeated by a reluctant approach to
change. Interviewees describe this as a consequence of previous failed attempts to innovation,
change and unfulfilled promises by top management. Even though the company just recently
moved the office to a new and open facility, there are no inherent meeting places for employ-
ees from different units in the organization to interact. The organizational structure is ex-
pressed to be rather hierarchical and the culture is, if anything, commonly perceived as bu-
reaucratic. However, there is a an initiated process to produce feasible values that are applica-
ble on the entire organization, and the reorganization aims to enhance interactions between

groups and business units.

“The objective with the reorganization is to enhance value creation, synergies
and innovation by creating space for shared knowledge and individual initiatives.

Both within the company boarders and externally to the customers”. (PMO inter-

view, 2018).

4.2.2.2.5 Reward and Compensation

The scorecard of the employees is described by some of the interviewees as a source of moti-
vation together with several other factors that varies across the organization. For example,
Business Controllers are motivated by managing and improving the performance measure-
ments, Project Managers by personal responsibility, R&D by technical innovation and Mar-
keting and Sales by increasing number of customer and sales. Every sixth months, all em-
ployees have a wage negotiation. The salary rise depend on how well the manager think the
employee has performed and is also based on the scorecard. Some of the employees get a bo-
nus depending on how they have performed. However, which people that do get rewarded are

not clear for everybody and there are no collective reward that the whole organization is striv-

45



ing for. Nor are there any rewards connected to other performances than financial, which is
expressed by interviewees from departments without a clear link to company performance as

de-motivating.

4.3 The future

“The landscape of e-commerce is changing and our reorganization is an effort

to adapt to the dynamic environment” (PMO interview, 2018).

Company X have such a large customer basis that their future objective is to capitalize on
generating traffic and supportive services. Potentially by collaborating with external parties.
For example, to create a good and seamless customer service experience that Company X can
let their merchandisers take part of in exchange for commission, or to handle the logistic
around storage, inventory, delivery etc. The PMO describe the objective of the internal reor-
ganization is to create a culture that foster innovation and value creation. There is an ongoing

process to create department-oriented motivational programs and employee incentive plans.

“I think that the old way of doing e-commerce is dying. That business model is
eroded because the margins can not be pushed any further if you want to be
profitable. For us, it is everything around the actual retailing that will be inter-
esting in the future. We have a unique opportunity compared to many others. “

(PMO interview, 2018).

The reorganization aims to balance the tensions between explorative and exploitative activi-
ties. For instance, the goals are for R&D to have a 70% focus on innovation and new business
opportunities, 20% on short-term investments and quick wins, and 10% on managing the cur-
rent system. The marketplace will transform from boost in sales and low margins towards
focusing on merchants and supportive services. The new phase will focus on optimizing sales
and drive traffic, which in turn will require investments in technology, logistics and branding

facilitate increased efficiency.
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5. Analysis

In this chapter, the empirical findings are analyzed through the integrated framework. It is
divided into two sections. In section 5.1 the past is analyzed through the lens of ambidexterity,
innovation strategy and the historical MCS. In Section 5.2 the current state and challenges
are analyzed on the basis of the key words ambidexterity, innovation strategy and MCSP,

where all the controls are separately and more thoroughly analyzed.

5.1 Introduction to Analysis

The analysis is divided into the past and the current state and challenges of Company X. The
reason for this distribution is because the authors want to provide the reader with an explana-
tion of why the company is currently going through a phase of transition, and to more clearly
separate historical experiences with current strategic changes. The process of the analysis is
described in section 2.3.3. Furthermore, it is of relevance to mention that the interviewees and
the internal documents could only provide limited information about the company’s past, as
many employees are relatively newly employed and as there have been a lack of formal pro-

cedures for internal documentation.

5.2 The Past

5.2.1 Ambidexterity

While innovation has to some extent had explorative characteristics in the past as defined by
March (1991), e.g. technology investments and efforts to redesign the data system, the general
technical development in Company X have been purely reactive. Interviewees from Company
X describe their daily operations to more or less circle around reacting to the technological
changes in the environment. The few historical innovation efforts have had a structural ap-
proach as efforts have come from the R&D department by instructions from the top manage-
ment (O’Reilly & Tushman, 1996). In other words, the employees have rather been putting
out fires than putting efforts on finding the balance between exploration and exploitation as

suggested by Duncan (1976). Even if the previous hierarchical organizational structure can be
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perceived as suitable for exploitation rather than exploration as described by He & Wong
(2004), the empirical data suggests no implemented exploitative activities in the past such as
refinement, efficiency and implementation, which require an aligned and tight MCS. This
strongly indicates that Company X historically has not been an ambidextrous organization.
The tension has rather been between having to react and prioritize different demands in order
to stay alive, than to manage the tensions between explorative and exploitative activities. This

has also resulted in a lack of an established innovation strategy.
5.2.2 Innovation Strategy

In a deliberate strategy, the top management formulates the innovation strategy. Further, the
planning system, preset targets and efficiency is crucial to succeed with such strategy. (Davi-
la, 2005) Within company X, top management has formulated the scarce innovation in the
past and planning has, to some extent, been important to the organization as a whole and to
the employees as guidance. Similarly, budgets and forecasts have been relatively central. The-
se have been supported by a rather hierarchical structure and bureaucratic culture, which can
be exemplified by the illustrated old and new organizational structure for the Marketing and
Sales department (Appendix 1 and 2). However, the deliberate strategy is characterized by
incremental innovation that constantly modifies the organization (Davila, 2005). The empiri-
cal data do not imply such type of innovation in Company X in the past. Rather, the transition
from being an online retailer to a marketplace for hundreds of merchants can be argued to
have been a radical change that redefined the future strategy, which is a characteristic of the
autonomous strategy. However, in a autonomous strategy, MCS is handle proactively, varia-
tion is encouraged, the organization has stable goals and the retention stage is key stage
(Davila, 2005). From the empirical findings, it is shown that none of these characters have

been the emphasized in the past of Company X.
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Strategy Characteristics of strategy Parts of MCSP
Deliberate - Mitigating risk of deviation * Planning
- Deliver reliability and consistency * Cybernetic
- Incremental * Administrative
strategic o Planning systems
change o Analyze critical performance variables
¥ Formulated o Preset target
by top o Business plans and budgets
management o Speed and efficiency

Figure 8: Illustration of characteristics of Company X

v" = Current characteristic of Company X

o = Characteristics almost applied by Company X

- = Characteristics not allied by Company X

Strategy Characteristics of strategy Parts of MCSP
Autonomous MCS proactively * Culture
Variation encouraged * Long range
v Radical Stable goals planning
strategic Retention stage is key stage * Reward and
change compensation
Day-to-day
actions

Figure 9: Illustration of characteristics of Company X

v' = Current characteristic of Company X

o = Characteristics almost applied by Company X

- = Characteristics not allied by Company X

In other words, when using the integrated framework, the historical strategy in Company X is

analyzed to have features of both deliberate and autonomous strategies. However, these char-

acteristics are limited and therefore, the deliberate and autonomous strategy is not the innova-

tion strategy of company X. It is clear that Company X has had no innovation strategy at all in

the past and has performed innovational activities ad hoc. With no established innovation

strategy, there has been a mismatch between the strategy and the MCS in place.
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5.2.3 MCSP

Company X has made a transition from an early adopter of online retailing to a marketplace
with hundreds of merchants and thousands of customers and, now, to a transition towards
capitalizing on traffic and supportive services. It is clear that when Company X made this
transition the organization and the controls was not adapted to the new business model. The
empirical data from interviews, reports and the theoretical background shows that there has
been a mismatch between the organization, the MCS and the environment the company is and

has been operating in.

Company X adopted a bureaucratic structure when initially starting the firm but seem to have
lacked in putting the appropriate controls in place. Some controls typically associated with
bureaucracy such as planning, cybernetic and governance were emphasized, though not
wholehearted. The Expert claims that MCS used to be more static in the outset of the e-
commerce industry. As the environment has developed to be more dynamic and changing, so
has the MCS. Today, it is difficult for companies to have their MCS aligned and instead the
focus should primarily be on emphasizing controls that support the innovation strategy. How-
ever, with an ad hoc strategy come ad hoc controls. While the culture and structure has been
bureaucratic, there have been no policies and procedures in place to support such behavior.
The R&D department has worked reactively to support the organization but have had a re-
ward and compensation system linked to company performance. Top management has formu-
lated innovation efforts, such as technology investments and efforts to redesign the data sys-
tem, but have had employees that in general are reluctant to change. In other words, the MCS
has not been aligned and not supported by the organization. The explanation could be that as
Company X entered the industry in its early phase, it did not have the experience or
knowledge to adopt innovation as part of their overall strategy. By not doing so, and whilst
operating in an environment completely dependent on innovation, the company has not been

able to reach its fullest potential.
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5.3 Current State and Challenges

5.3.1 Ambidexterity

To explore new business opportunities whilst simultaneously exploit current resources are
two activities that compete for scarce resources (March, 1991; Agostini et al., 2016). In other
words, to simultaneously explore and exploit is somewhat paradox, but to find that balance is
a key factor for company success according to March (1991). The formulation and implemen-
tation of a new business model can undoubtedly be seen as an explorative activity. Simulta-
neously, the reorganization can be argued to be a exploitative activity as the objective is to
implement the new business model and create efficiency. However, the balance between the
two activities is not perceived to have been found. The resources allocated in the R&D de-
partment are not yet distributed as desired in order to work proactively against the environ-
ment the company is operating in. Further, the reorganization process is still ongoing and the
long-term plans and goals have not yet been formulated. Hence, there are still tensions be-
tween exploration and exploitation and Company X can therefore not be perceived as an am-
bidextrous organization. However, the innovation strategy indicates that this balance might be

found in the future. This will be further discussed below.

5.3.2 Innovation Strategy

The developed integrated framework is specifying which controls that are crucial for the four
different strategies. The empirical findings indicate that the current strategy of Company X
have features of mainly the induced strategic actions and the building of strategic innovation.
As of now, the strategy is building strategic innovation. However, from the information gath-
ered from the interviews, the authors perceive that the aim of the reorganization is to strive for

induced strategic actions.
5.3.2.1 Strategic

In the strategic innovation strategy, the locus of innovation comes from top management level
and the focus is structural. In other words, it is a radical type of change that redefine the cur-
rent strategy. (Davila, 2005). The decision to pioneer on a new business opportunity, to radi-

cally change the business model and to reorganize the company, i.e. the initiated strategic
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change, was made at top level. These are characteristics of strategic innovation with the ob-

jective to support the building of new competencies that radically redefine the strategy.

As part of building strategic innovation, top-management should examine the need and oppor-
tunities of redefining strategies, which is done by internal and external scanning environment
and opportunities (Davila, 2005; Lorange et al.,1986). From an internal point of view, the
management of Company X feels that the controls of the company are not supporting the
strategy and vision the company is aiming for. As a consequence of this internal scanning,
top-management decided to do the reorganization. The recent established management forum
further enables the management to get an internal overview of what is happening in the organ-
ization and what tasks and improvements that should be prioritized. The Expert proposes that
many business opportunities can be found in supportive services around e-commerce. Accord-
ingly, top-management in Company X has by external scanning created a new business model
that redefines the strategy. The top management believe there are opportunities in adapting to
a new business model which capitalize on the traffic generated on the website as well as the
supply chain. Above discussion indicate that both the internal and external environment have
been analyzed by the top management to examine how the company can be innovative in re-

defining their strategy to adapt to the changing environment.

Back and forth communication is also important within the strategic strategy, as well as pro-
actively manage the learning process of the employees (Davila, 2005). The management fo-
rum and the cross-functional teams can be seen as controls towards achieving communication
within the organization. The management forum enables top-management to communicate
with the organization and build a perception of what has to be improved. However, the deci-
sions are still at top-management level, which indicates on a strategic approach. The cross-
functional teams indicate on both enhancing back and forth communication as well as organi-
zational learning. As a consequence, employees from different departments and with various
knowledge can together come up with new ideas and innovation. Further, such interaction
enables cooperation that can lead to a stronger corporate culture through working together to
reach common goals. This is further emphasized by the Expert that describes the importance

of organizational culture as well as motivation to succeed with innovational efforts.

Davila (2005) describe the importance of measurement systems that are adapted to the busi-

ness model in strategic innovation, which is further stressed by the Expert. As of now, Com-
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pany X is using different measurement than many other e-commerce companies in order to
control and evaluate the operation, such as cohort analysis and customer life-time value in-
stead of mainly volume and margin. The focus is on keeping the customers, to make revenue
on every customer several times for several years. The Expert suggest that all innovations
processes should be evaluated on beforehand and should be assigned KPIs as well to be able
to follow-up innovations and enable comparison between projects. However, this is not some-
thing that Company X is doing as of today. For example, the innovations that are created dur-
ing the Innovation Days are not followed up. As a consequence, Company X cannot benefit
efficiency from the Innovation Days. However, according to the interviewees, the Innovation

Days is a source of motivation for the developers.

5.3.2.2 Induced

Characteristics of induced strategic action are that the strategic change is incremental and
innovation is established in the day-to-day business (Davila, 2005). Before the reorganization,
the innovation was almost exclusively formulated at top management level. However, the
empirical data also suggests that the reorganization aims to redesign the company structure to
better respond to changes in the dynamic environment, i.e. to enhance incremental change.
This is done through induced strategic actions that incorporate day-to-day activities within the
process of incremental change. The Expert claim that employee motivation and organizational
culture can lead to innovational efforts. Examples of these are the project-based teams in the
R&D department and the cross-functional teams that enables value creation and organization-
al learning, which further lead to innovation. Further, one of the objectives with the reorgani-
zation is to distribute more responsibility throughout the organization. The hope is to increase

the motivation through a sense of being able to affect and contribute.

Communication and feedback mechanisms are crucial when adopting induced strategic ac-
tions (Davila, 2005). The reorganization in Company X will create space for communication
by the building of project-based teams as well as the cross-functional teams. These structures
will encourage employees within the teams and units, as well as between the teams and units,
to communicate, interact and share knowledge. This will help to develop competencies and
cooperation to be more efficient. In extension, the new structure aims to incrementally im-
prove existing processes to gain competitive advantages. In line with Davila (2005), the man-

agement forum can be perceived as a quality circle and feedback mechanism. It can serve as a
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means for which management can guide and communicate strategic actions and to keep the
discussion close to current strategy, i.e. to align the organization to work towards the same
goals. This is considerably more important when implementing a new business model. The
output is also material for how policies and procedures can be designed to make projects and
processes more efficient. The Expert argue that flexibility and ability to be agile are important
capabilities for the future. By reorganizing the company, the intention is that through commu-
nication, feedback and quality circle, to incorporate innovation as a natural part within the
day-to-day operations. This type of innovation that Company X strives to achieve can be de-
fined as incremental rather than radical. Hence, these arguments strongly indicate a strive

towards guiding induced strategic actions.

Guidelines formulated by top-management are the core of induced strategic actions as the
company move the organization forward within the frame of the established business model
(Davila, 2005). Guidelines can be concretized in many ways, whereof one is through various
measurements. From the empirical findings, we have found that external measurements that
are focused on company performance has been adapted to the environment in the form of e.g.
cohort analysis. However internal measurement systems for the employees has not been
adapted in the same way. These are rather standardized and link employee performance to
company performance, even when not appropriate. Further, the strategy and vision do not
permeate the whole organization and there are no clear guidelines on how to reach certain
goals. Within an induced strategy where the guidelines are defective, the innovational think-

ing will be defective as well.

As induced strategic actions are realized within the established guidelines in the day-to-day
actions, it is crucial that the MCS support knowledge to stimulate innovation (Davila, 2005;
Nonaka, 1994). Above it is argued that through the reorganization, knowledge is shared to a
greater extent than before. However, to what extent the MSC further can support knowledge
can be discussed. Policies and procedures are emerging as a result of the newly employed
PMO, but they are not fully in place and still in a elaboration phase. When employees with
great competence leave the company, the knowledge is leaving the company as well as there
are no policies for formal documentation. This further indicates that the MSC is not support-
ing the knowledge to its full potential. Thus, as the locus of innovation is shifting from top

management to day-to-day, and as the reorganized structure will enhance incremental innova-
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tion rather than radical, it is reasonable to argue that Company X is moving from some sort of

strategic innovation strategy to building more induced strategic actions.

Strategy Characteristics of strategy Parts of MCSP
Induced o Facilitate interaction across * Culture
organization * Planning
o Incremental o MSC must support knowledge to e  Administrative
strategic change stimulate innovation

o Day-to-day actions

O

Designing guidelines and goals
Communication crucial

O

v Quality circles
v" Feedback mechanism

Figure 10: Illustration of characteristics of Company X
v' = Current characteristic of Company X
o = Characteristics that Company X is aiming for

- = Characteristics not allied by Company X

Strategy Characteristics of strategy Parts of MCSP
Strategic v Examination of need and opportunities of * Planning
redefining strategies * Administrative
o Radical ¥ Monitoring of the environment
strategic v" Measurement systems that adapt to new
change business models
v Formulated by
top o Proactively manage the learning process
management o Back and forth communication

Figure 11: Illustration of characteristics of Company X
v' = Current characteristic of Company X
o = Characteristics that Company X is aiming for

- = Characteristics not allied by Company X

Above analysis indicate that the innovational strategy mainly has characteristics of induced
and strategic strategy. Within the developed integrated framework, the most important con-
trols in the strategic strategy are planning and administrative. Further, in the induced strategy
also culture controls are crucial to successfully adopt the strategy. Above analysis further im-
plicates that Company X is currently adopting a strategic strategy, however many of the char-
acteristics show that the company is aiming for a more induced strategy that incorporates day-

to-day actions to enhance innovation.
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5.3.3 MCS

5.3.3.1 Administrative

The administrative controls are divided into governance structure, organizational structure
and policies and procedures. (Malmi & Brown, 2008) The authors believe that the new gov-
ernance and organizational structure are supportive controls to enhance innovation within
Company X and for the organization to be more agile. The need to be able to adapt to the fast
changing market demand organizations to be agile is emphasized by the Expert. Davila (2009)
call for the field of accounting and control to adapt to the changing and dynamic environment
and the need to view these elements from a new perspective. This is also emphasized by the
Expert that stress that the MSC also need to be dynamic to be able to respond to changes. As
the organizational structure has changed, the way of reporting between managers and em-
ployees has also changed. Hence, the governance structure of Company X also changed and
as a consequence of decreasing the number of middle managers, more employees are report-
ing to the same manager. The decreased number of managers can indicate on a more simple
and comprehensible governance structure. The reason is that through a lower number of man-
agers, the communication can flow more frequent and enable faster decision when needed.
Further, one of the aims with the reorganization is to enhance individual initiative and innova-
tion in the day-to-day operations. This requires more autonomy and less governance and con-
trols by the managers. According to the authors, above discussion indicate that through ena-
bling communication between managers and through giving more responsibility further down
the organization, the MCS support the organization to enhance innovation and gain organiza-

tional value.

The lack of policies and procedures is the reason behind the newly hired PMO. The PMO has
started to restructure processes and policies of how the organization should act in different
situation and how to benefit from the innovation that happens throughout the organization,
through for example the Innovation Days. However, there are still potential to further develop
the policies and procedures to enhance innovation. The knowledge of the employees is not
documented, and as a consequence, when someone leaves the company, the knowledge leaves
too. By doing mistakes, take risks and learn by them, innovation and improvements can be
achieved. Hence, by not documenting this knowledge, the controls to enhance innovation are

not fully exploited.
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Both induced strategic actions and strategic actions strongly require administrative controls.
The empirical findings and analysis show proof of that one of the reasons for the reorganiza-
tion is the lack of a governance and organizational structure that was supporting organization-
al learning and value. Through further implementing policies and procedures of how to keep
the knowledge within the company and always strive towards improvement innovation can be

enhanced.
5.3.3.2 Planning

Through emphasizing planning as a control, the aim is to direct employees behaviour, set out
goals, provide standards and align goals. Further the planning is divided in short- and long-
term planning. (Malmi & Brown, 2008) As discussed, the aim of the reorganization is to en-
hance synergies, learning and innovation. However, whether this will succeed will depend on
the long-term planning and how well the top-management will be able to communicate the
guidelines throughout the organization. Therefore, the planning process for Company X is
crucial. From the empirical findings gathered, it seems that the top management is executing
the planning within Company X. However, how well it is communicated can be discussed.
Some interviewees describe an urge for the planning controls to be further developed and en-
tail other than financial targets, as departments that do not have a clear link to the financial
performance do not have any guideline or KPIs to strive for. Also, numbers only do not moti-
vate all employees. As a consequence, the goals can be ambiguous, which can lead to demoti-
vation among employees. The communication of the guidelines is lacking behind and should
be further emphasized to be able to benefit from the reorganization and enhance innovation.
This is also stressed by the Expert to be a crucial factor for employees to be receptive to
change. Further, the Expert suggests that organizations should set KPIs on innovational pro-
jects to enable comparison between projects. However, the company can be seen as lacking a

long-term plan of how it will benefit from the reorganization.

As discussed above in section about administrative controls, one task of the PMO is to devel-
op policies and structures. What has not been emphasized yet in the organization is a imple-
mentation plan of how to this should be executed for the organization as a whole. There is no
long-term implementation plan and goals for the project teams and cross-functional teams.

Planning controls are an important part of the induced and strategic strategy. Therefore, these
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controls need to be in place and both the short-and long-term planning should be further
communicated throughout the organization. Otherwise, the guidelines and goals will not be
clear and it will not be possible to proactively manage the learning process nor support the

knowledge within the company.
5.3.3.3 Cybernetic

Cybernetic controls are used to ensure that performance is measured and followed up, this
include budgets, financial and non-financial measures as well as hybrids (Malmi & Brown,
2008). Company X is an actor in a competitive market with low margins and as a conse-
quence the company is result-oriented, focusing on lowering costs and be profitable. During
the previous years, more focus has been put towards utilizing several non-financial measures
to a greater extent, such as cohort analysis and customer lifetime value. This could indicate a
more innovative mindset, focusing on making value for the customer rather than just profit.
The reason is that lifetime value has a long-term focus and a focus on the service rather than
the price. However, as discussed in the above section about planning controls, Company X
could put more emphasis on non-financial measurements for the departments that are not as
closely linked to the financial performance. Furthermore, the budgets in Company X are re-
vised every fourth month, which makes it possible for the organization to have reachable
goals, even when the market is changing. To what extend the budgets are flexible to enhance
innovation or to react to new demands from the market can be discussed. The above discus-
sion therefore indicates that cybernetic controls that ensure and follow-up performance are not

in place.
5.3.3.4 Culture

Culture controls are the established values, beliefs and social norms that influence employee
behavior (Malmi & Brown, 2008). Within the Malmi and Brown (2008) framework, the cul-
ture controls are divided into values, symbols and clans. As described by interviewees in the
empirical findings, the culture controls are currently not supporting Company X to enhance
innovation. To be able to realize the synergies and innovation that is the aim with the reorgan-
ization, the implementation is only one important step in the right direction. To succeed with
innovational efforts, the organizational culture of the company needs to support the goals
(Tushman & O’Reilly, 1997). This is further stressed by the Expert, which also emphasizes

the importance of the internal communication flow. Even if Company X has core values
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communicated outside the organization, the fact that only one employee knew what they were
is a good example of the immensely lacking a proper company culture. However, this is
something that the company is currently working on to develop. Whether this will enhance
innovation will depend on how the values will be implemented and permeate the organization.
According to the developed integrated framework, culture control is important in both the
induced and strategic strategy. Since Company X is suggested to have characteristic of both,
and aiming for a more induced strategy, it is crucial for Company X to further develop a cul-

ture that enhance and encourage innovation.

As a consequence of the fact that the HR manager is operating from another city, she is the
person in top management team that do not work as closely as the rest of the top management
team and is not as incorporated in the daily activities. It can be argued that this as one possible
reason to the lack of corporate culture. The HR manager is the link between the new and cur-
rent employees and the management team. If this person is not working closely between the
different links, the communication between them can be incorrect or misinterpreted. Further,
the HR-questions and corporate culture might not be the most frequently discussed areas as

others.

It can be discussed to which extent there are clans within the organization. The R&D depart-
ment can be identified as some sort of clan as they work autonomously, separated from the
rest of the organization and in project-based teams. However, the way of working in project
teams could be further tested throughout the organization in a chance to find out whether pro-
ject teams are enhancing culture clans that has a positive effect on the corporate culture. The
cross-functional teams can be one way of doing this. How well this works should in such case
be evaluated to see whether it can be used as an efficient control across all departments. The
Expert further emphasizes the importance of evaluating all activities to find out what activi-

ties that brings value to the organization as a whole.

Culture controls are important within the induced strategy to enable innovation in the day-to-
day activities. The culture control is seen as the control that is lacking the most within Com-
pany X. Whether the reorganization will be beneficial is dependent on the execution of the

corporate culture.
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5.3.3.5 Reward and Compensation

Rewards and compensation is seen as a control to provide motivation to employees with the
aim to increase performance (Malmi & Brown, 2008). Whether the controls for reward and
compensation of Company X enhance innovation can be discussed. The reason is that there is
no implemented system or any incentives for the employees to find more efficient or im-
proved working-methods, services or products. It is only some employees that get bonuses
and these are mainly tied to financial performances. However, as it is described to be hard to
link innovation efforts to financial performance, reward and compensation systems can be

hard to develop and motivate.
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6. Future Implications and Discussion of Findings

The purpose of this thesis was to investigate how e-commerce companies can work with MCS
to enhance innovation. Several findings ought to be lifted and discussed following the analy-
sis of ambidexterity, innovation strategy and MCS in Company X using the integrated frame-
work. Firstly, it is clear that the historical bureaucratic structure that the organization adopted
when it was first established was not appropriate for the industry it was entering. This mis-
match resulted in the absence of a clear strategy and no support of the MCS. Neither when the
company changed from being an online retailer to an online marketplace was there any seri-
ous efforts to create a MCS that was adapted to the changing environment. Ultimately, Com-
pany X had such a de-functioning operation and such poor innovation strategy that the organ-
ization itself cried out for change. The focus was not on balancing the tension between explo-
ration and exploitation to be ambidextrous, but rather to react to the constantly changing envi-
ronment. The integrated framework shows that the radical change from retail to marketplace
can be analyzed to have features of both deliberate and autonomous strategy, but we would
confidentially propose that the change was not part of an innovation strategy at all and was
solely just another reaction to a change in the environment. Further, we do not believe that the
incorrect suggestion by the framework is due to the framework per se, but rather because of
the lack of innovation strategy that Company X have previously had and that can be interpret-
ed in various ways. An explanation could also be the limited historical data that could be pro-
vided by Company X. Many of the employees and the chosen interviewees are relatively new-
ly employed and there have not been any formal procedures for internal documentation in the

past.

Secondly, the integrated framework shows that Company X is currently building strategic
innovation according to Davila (2005), but the final destination is to adopt an induced strate-
gy. As of now, the organization has not achieved organizational ambidexterity. The transition
from strategic to induced cannot be guided by the framework and, here, we would like to
highlight a detected weak point. The integrated framework does not illustrate the relationship
between the strategies, nor does it propose any guidelines for how companies can carry out a
transition from one strategy to another. This makes it difficult to confidently suggest practical
actions for Company X to carry out a transition. The framework is limited to guide the adop-

tion of a strategy, not a transition from one to another. One can also discuss the possibility of
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adopting different strategies simultaneously or in different business units. This case study find
that company X is currently having several characteristics of both guiding induced strategic
actions and building strategic innovation. However, the impression from the empirical find-
ings and the analysis is that the company, by the reorganization, is trying to achieve innova-
tion in the day-to-day actions. For example, the idea of a new business model and its required
reorganization comes from top-management, but the execution of the business model will be
carried out by the individuals and the objective with the reorganization is to enhance day-to-
day innovation. As a consequence, the controls for the induced strategy are crucial to succeed
and to guide the day-to-day actions to enhance such innovation. Davila (2005) claim that the
realized strategy is often a combination of day-to-day actions and top-management strategies.
This thesis could to some extent substantiate this claim with the arguments in above discus-

sion.

Lastly, the empirical data, the Expert and the framework all promote a holistic approach to
innovation for a company operating in a dynamic environment as the context of this thesis,
which can be achieved by incremental strategic change in the day-to-day actions. In other
words, by induced strategic actions. The integrated framework states that such strategic con-
cept requires greater emphasis on certain parts of the MCSP. These are cultural controls, ad-
ministrative controls and planning. Innovational efforts need to be supported by an organiza-
tional culture that, to some extent, enhances day-to-day innovation. If individuals are to be
responsible for carrying out the induced strategy, the company needs to be encouraged by
values, beliefs and socials norms. To begin with, Company X could be more selective when
employing new people. The turnover on the CTO position shows that this has not been the
case before. Also, the fact the HR manager works at a geographical different location do not
imply that she has practical knowledge about which people that culturally are suitable to em-
ploy. Company X do also lack a set of core values that are clearly communicated throughout
the entire organization and that are in line with the environment the company is operating in
to unite individuals. The reorganization will create space for interactions and shared
knowledge, which hopefully will result in value creation. With the reorganization, Company
X has already begun to enhance administrative controls. It can be further considered whether
to reorganize business units that are not naturally innovative as well, such as the finance de-
partment, to search for unexplored innovation opportunities. However, the Expert does not
suggest this, as he does not believe that some parts of the organization are naturally innova-

tive and should not be either. What is crucial for an induced strategy is clear plans, policies
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and procedures in order for individuals to create incremental innovation in line with the or-
ganizational goals. This applies to short-term actions, long-range plans, and policies for ap-
proaches to innovation and procedures for innovation processes. Such guidelines are crucial
to have in place when adopting an induced strategy, as it is the only way for top management
to control that the day-to-day innovation develop in line with the company goals. Thus, the
future implication for Company X to succeed with induced strategic actions is to focus on
cultural controls, administrative controls and planning. By doing so, we believe that the com-

pany can better manage the tension between exploration and exploitation.

The result of Bedford’s (2015) research, find that within ambidextrous organizations, diag-
nostic and interactive controls is crucial. However, from our research we would like to argue
that in a fast-moving industry that need to be innovative, culture controls are further important
to succeed with managing ambidexterity. Chow et. al (2003) emphasize that innovation in
itself can lead to positive effects on the corporate culture. In addition, we have learned from
this thesis, that the control that Company X is lacking the most is culture. As a consequence,
the company has had a hard time to motivate employees, striving towards the same goals and
enhance organizational learning, which all are important to succeed in the daily business as
well as to enhance innovation. As a consequence of the lack of culture, it is found that innova-
tion has not been prioritized or cherished by the employees. Therefore, we would like to ex-
press culture controls as an important factor to succeed with innovation strategies in Company

X specifically, but also, according to the Expert, in the e-commerce industry generally.

As of today, the MCS do not fully support the innovation strategy and, hence, we do not con-
sider Company X to be an ambidextrous organization. Although our integrated framework
does not allow us to clearly evaluate the innovation strategies and MCs and their impact on
the organization’s ambidexterity, we consider the concept of ambidexterity to be important
due to its relation to MCS. Partly because of previous research and findings that imply that an
aligned MCS would lead to ambidexterity, but also because of the context of e-commerce that
this thesis is exploring. It is clear that a company operating in a dynamic environment as e-
commerce has had, and still is having, a hard time to align their MCS and manage the exquis-
ite balance between exploration and exploitation. Apparently, such alignment or balance does

currently not exist in Company X.
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7. Conclusion

7.1 Key findings

In order to link our findings to the purpose of this thesis, we would like to reiterate our re-

search question:
How can e-commerce companies work with MCS to enhance innovation?

Firstly, we found that to answer the research question there was no previous research applica-
ble to the context of this thesis and, hence, we developed a new. By applying the integrated
framework, we could then find that, as of now, Company X does not have a MCS that support
the adopted innovation strategy. This is a consequence of a historical lack of innovation strat-
egy, proper management controls, and a current MCS that is not aligned, which in extension

means that the company is not ambidextrous.

To succeed with the current strategic change and the adopted innovation strategy, the inte-
grated framework suggests that Company X has to enhance mainly cultural controls, adminis-
trative controls and planning. We also find that cultural controls seem to be of particular im-
portance to succeed with the innovation strategy and to balance the tension between explora-

tion and exploitation.

It can be argued that the reason that Company X is not ambidextrous is because the lack of
controls that support the innovation strategy. The company aim is to put 70 % of the resources
on exploration, however this number is currently only 45%. The explained reason is that the
employees have been working reactively to changes in the environment and have not been
able to focus on explorative activities. By incorporate management controls to a greater ex-
tent, the organization has a chance to align the controls and in extension, might be able to

become an ambidextrous organization.
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7.2 Contribution

The contribution of this thesis to the current state of research is on ambidexterity, strategic
change, innovation and management control that is constituted to the developed integrated
framework. The typology addresses how companies in fast moving industries can build a
MCS that supports its innovation strategy. Also, it provides practical example of the role of
MCS for innovation strategies. This thesis further contributes to the knowledge of the afore-

named research areas through analysis in a new context, in this case the e-commerce industry.

In Anthony’s (1965) research, MCS is synonymous with standardization and cybernetic mod-
els. However, this is rejected by Davila (2005) that emphasize how MCS can have a positive
effect on learning, communication and innovation. This research contributes to the research
on a fairly new industry, e-commerce, and provide consent to the Davila (2005) and rejection

to the stale way of MCS as suggested by Anthony (1965).

Malmi and Brown (2008) emphasize the need to apply their framework in an industry with
constant changes to analyze which elements in the MCS that have the best fit for superior
performance. The industry that Company X operates in is fast moving and the company needs
to constantly develop and meet the demand of the market and the environment. This research
contributes to this area and mainly emphasizes the importance of cultural controls. Further,
planning and administrative controls are emphasized as important parts within organizations

with strategic and induced innovation strategies.

The result of Bedford’s (2015) research, find that within ambidextrous organizations, diag-
nostic and interactive controls is crucial. However, from our research we would like to argue
that in a fast-moving industry that need to be innovative, culture controls are further important
to succeed with managing ambidexterity. When culture controls are lacking, other controls are

lacking as well, which lead to a non-aligned MCS that is not enhancing innovation.
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7.3 Limitations and Further Research

There are some limitations that need to be considered in regards of the significance of this
thesis. The first limitation is concerning the fact that the case is applied on only one company
and that this company wants to remain anonymous, which might question the validity of the
research. Hence, anonymity was expressed by the company as requirement because of the
sensitive information. The fact that the thesis is only studying one company makes it hard to
generalize the findings. Another limitation is the lack of historical information on the case
company, which lead to a narrower empirical findings and analysis in this part. Further, this
thesis is limited to study how Company X is using MCS and whether it enhance innovation.
However, it would be interesting with a more extensive study to find how the strategic chang-
es of Company X and adaption of the controls, lead to further success of enhancing innova-

tion.

Secondly, a suggestion for further research is to study the effect on company performance,
using a quantitative approach. This can contribute to another perspective of the integrated

framework and how innovation affect company performance.

Further, this thesis is a starting point of how the MCS could be used to enhance innovation in
fast-moving industries. Hence, to test the significance the integrated framework should also
be tested on other cases. It is also possible that the MCSP might not be the most applicable
framework for other industries where the controls need to adapt to the changing environment

to such great extent.
Lastly, from this thesis the importance of culture as a control has been highlighted. Therefore,

it would be interesting to add theories about other more human factors such as motivation,

engagement and satisfaction to the discussion.
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Appendix 1 - Expert Interview Questions

+  How would you describe the current state of e-commerce? What are the biggest chal-
lenges?

+ According to research, MCS look different depending on industry and company spe-
cifics. How would you describe the characteristics of e-commerce?

+ From your experience in the industry, have you seen any changes in the MCS with the
objective to enhance innovation?

+ To our understanding, there are processes that gain from innovation and there are
some processes where innovation is an unwanted risk because of the risks they are as-
sociated with. How do you believe that companies should design their organizational
structure and MCS to balance both processes?

» How should managers motivate their employees?

+ What is your forecast on the future of e-commerce?
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Appendix 2 - Company X

* Do you believe that your organization as of today is lagging behind or on the right
track in terms of innovation, and if so, why?

» According to research, MCS look different depending on industry and company spe-
cifics. From your point of view as [role], how would you describe the characteristics
of your company?

+ To our understanding, there are processes that gain from innovation and there are
some processes where innovation is an unwanted risk, how does your organization de-
sign their MCs and organizational structures to manage both types of processes?

«  Which people in the organization are working with development of new product and
services? Is this considered to be a core part of the business?

+ How do you experience that the organization is motivating you?

+ What challenges do you see in the industry of retail and in e-commerce in the future?

Are you adapting your MCS for these changes?
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structure

Org structure:

Product Management

Product Lifecycle

(old)

Appendix 3 — Marketing & Sales department

Product Managers

Product Managers Product Managers

Tactical Purchasing

Product Lifecycle Specialists

Product Manager
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Appendix 4 — Marketing & Sales department structure

(new)

Sales Sales
Manager W ELET-{g

Product Product Product
\ELET-(lg \ELET-(g WELET-(]g

Sales Sales Sales Sales
Assistant Assistant Assistant Assistant

Sales
Manager

Product
Manager

Sales
Manager
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