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Globalization and digitalization among other transformational changes are shaping industries
in fast pace and innovation has become more important than ever. Organizational
ambidexterity, describing simultaneous exploitation and exploration provides managers a
fundamental perspective on innovation. Still, as a new research paradigm, tools to enable
ambidexterity in practice are hardly existing. Thus, the purpose of this thesis is to study the
capability of management control system to enable ambidexterity. More specifically, this
study incorporates the role of managerial decisions relating to the control tools in use and
control implementation from the employee’s perspective to study their role in successful use

of controls.

Through the literature and theory, ambidexterity can be linked into management control
division presented by Simons (1995). Furthermore, through the literature, elements of
successful control implementation were included into an integrated framework representing
a categorization of MC tools. This table was then used to explore management control tools’
capability to support ambidexterity though a case-study conducted in a R&D unit in Nordea
Bank Ab.

Results indicate that traditional managerial side perspective on controlling should be
complemented with employee side perspective to evaluate the functionality of control tools
in use and to further enable ambidexterity. As a contribution, this study also provides
evidence on the usefulness of the presented framework in evaluating management control

system tools’ capability to enable ambidexterity.
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Suuret liiketoimintaympariston muutokset, kuten globalisaatio ja digitalisaatio, muokkaavat
toimialoja nopeaan tahtiin ja innovaatiot ovat tarkeampia kuin ikind aikaisemmin.
Organisationaalinen kaksikatisyys, joka tarkoittaa samanaikaista vahvuuksien kehittamista
(exploitation) sekad uuden Iluomista (exploration), tarjoaa uudenlaisen nakokulman
innovointiin. Kuitenkin, koska kaksikatisyys voidaan viela nahda melko uudenlaisena
tutkimuksellisena paradigmana, tydkaluja sen hyddyntamiseen ei juurikaan viela ole. Taman
tutkielman tarkoituksena on tutkia johdon Kkontrollointitydkaluja ja niiden roolia
kaksikatisyyden mahdollistamisessa. Tutkimus yhdistad tarkemmin johdon valinnat
kaytettyjen kontrollointityOkalujen osalta ja tyontekijoiden nakdkulman kontrollointitydkalujen
implementoinnin perustana, jonka tarkoituksena on selvittaa niiden roolien merkitysta osana

toimivaa kontrollointitydkalujen kayttoa.

Kirjallisuuden ja teorian pohjalta kaksikatisyys yhdistettin Simonsin (1995) esittamaan
kontrollitykalujen jaotteluun. Yhteiseen taulukkoon lisattiin myos kirjallisuuden perusteella
tunnistettuja merkityksellisia tekijoita, jotka vaikuttavat onnistuneeseen kontrollityokalujen
kayttddnottoon. Lopulta, muodostetun taulukon pohjalta toteutettiin tapaustutkimus tutkimus-

ja tuotekehitysyksikdssa Nordea Bank Ab:ssa.

Tulosten perusteella voidaan sanoa, ettd perinteinen johdon puolen tarkastelu
kontrollointijarjestelmien kaytdn osalta ei ole riittavaa. Tyokalujen kayttoa tulisi taydentaa
myods  tyontekijoiden nakodkulmilla littyen  kontrollointityOkalujen  onnistuneeseen
implementointiin, siten mahdollistaen myds kaksikatisyyden. Tutkimuksen kontribuutiona
voidaan lisaksi mainita tutkimuksen tarkoitusta varten rakennetun taulukon kayttokelpoisuus

myOs muissa vastaavanlaisissa tutkimuksissa. .
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1. INTRODUCTION

1.1 Research background

“It is not the strongest of the species that survive,
nor the most intelligent,

but the one that is most responsive to change”.

This quote from Charles Darwin applies also to organizations today (O’Reilly, Harreld &
Tushman 2009, 3). Change can be seen as a threat to firm survival if it is not faced
accordingly (Suarez & Oliva 2005). In organizational evolution and adaptation research
prevails a rich debate relating to the dynamism of change (O’Reilly, et al. 2009). One side
argues that individual organizations are mainly inert which leads to change that naturally
replaces old forms by new ones periodically (O’Reilly, et al. 2009). Another perspective
believes in organizational adaptive capability — and believes to their ability to be responsive
and change (O’Reilly et al. 2009). By speaking on behalf of the latter opinion, the aim of this
thesis is to study how different tools for management control can enable organizations to be

more responsive in rapidly changing and increasingly turbulent business environments.

Responsiveness in business environment includes a paradoxical challenge. Organizations
need to have an ability to maintain organizational efficiency and internal stability, while also
respond quickly to environmental changes when needed (Ginsberg & Buchholtz 1990). Too
much focus on efficiency at the expense of responsiveness is likely to lead organizational
inertia and the opposite to organizational chaos — if continuity is not taken into account
(Levinthal 1993; Huy 2002). This paradoxical challenge highlights the importance of a
capability that enables to cope with different competing demands that organizations

continuously confront in the face of environmental changes.

From the innovation management perspective, change requires capability to operate in
mature markets through incremental innovations, and in emerging markets through radical
innovations (He & Wong 2004). This leads to idea that in order for companies to survive in

increasingly complex market environments, they have to have the ability to simultaneously



pursue incremental and radical change (O’Reilly 1996). Organizational ambidexterity (OA),
meaning the ability to be two handed and to pursue two contradictory objectives
simultaneously, responds to this paradoxical challenge. According to OA, trade-offs relating
these kinds of paradoxes cannot be entirely eliminated but can be managed (Tarody 2016).
In addition, several studies indicate that ambidexterity especially in uncertain conditions has
a link to firm survival (Gschwantner & Hiebl 2017, 1; Tarody 2016; Cao, Gedaljovic & Zhang
2009), performance and innovation (O’Reilly & Tushman 2013).

This research combines ambidexterity perspective with management control (MC) literature
and aims to provide better tools for managers to respond more effectively to changes taking
place in their business environment through ambidextrous innovation. Furthermore, the
purpose of this research is to understand how MC tools could be used to their full potential

to enable more effective MC from the perspective of ambidexterity.

1.2 Structure of the study

The outline of the thesis is as follows. The aim of the first chapter is to give a comprehensive
picture about the research. Second chapter explains more closely the concepts of
exploitation, exploration and OA through reviewed research articles and other literature in
the field. The third chapter focuses on Simon’s (1995) LOC (Lever of Control) framework
and different management control tools. Fourth chapter starts the empirical part and
presents the specifications relating to the interviews, the case company and the unit under
analysis. In fifth chapter, empirical findings are presented through in-depth analysis of the
research material. Results are compared to literature part and to conceptual framework as
well as to the categorization of MC tools. Finally, conclusions are presented including a

summary of findings, future recommendations, research contributions and limitations.

1.3 Study description

This thesis carries out a case-study taking place in R&D unit called “the Commercial Hub”
in Nordea Bank Ab. Financial sector is chosen suitable for the purpose of this study as it is
currently facing big changes posing great challenges for financial actors in the field in
following years. Changes especially due to digitalization (Tornjanski, Marinkovic, Savoiu &

Cudanov 2015) and regulatory transformations (Heidric & Struggless 2013) currently pose



a major pressure for incumbent firms to respond in order survive. In addition, researcher’s
own experience in the field influenced to the choice of the industry as well as to the choice
of Nordea Bank Ab as a case company. Personal experience and knowledge in the field is
seen as an advantage when conducting the empirical research in qualitative manner.
Finally, the chosen innovation unit was selected as the best option for the purposes of this

study to be able to focus specifically on management control in R&D setting.

1.4 Research questions

Research questions for the study are formed below. Sub-questions are built to respond to
the main research question. First sub-question is answered in the literature part of this
research (chapter 3) and it focuses on MC tools and their ability to provoke exploitative and
explorative behavior needed for ambidexterity. By answering the first sub-question, the aim
is to understand how research links MC tools in exploitative and explorative behavior and
thus, to ambidexterity. The second sub-question is answered based on chapter 3 to be able
to better understand feature of each control category. The third sub-question is answered in
the empirical part of this research (chapter 6). Furthermore, it forms the basis of a case
study where the aim is to study how successfully recognized MC tools are implemented in
use in the R&D unit. Finally, the main research question is answered at the end of chapter

6 by utilizing the knowledge gained from empirical findings.

The main research question:

e How the use of management control system enables or restricts ambidextrous
behavior in the R&D unit?

Sub-questions:

(1) How different levers of control can be seen engaging employees in exploitative and
explorative action?

(2) What are the critical factors defining the successful functionality of different levers of
control?

(3) How are the different levers of control implemented in use?



1.5 Key concept definitions

In this section, the central concepts will be defined relating to the research. Key concepts
have been defined as: exploitation, exploration, organizational ambidexterity (OA) and
Management Control System (MCS). These key concepts are defined to precisely indicate

their meaning in the context of this study and to allow easy interpretation of the study.

1.5.1 Exploitation and exploration

Exploitation describes an act of using existing knowledge and resources and planning
actions based on them. Thus, exploitation can be defined as “reuse and refinement of
existing knowledge, competencies, and capabilities.” (Reynaert 2018, 6). Exploitation can
be referred to action called as “local knowledge search” or local search (Cantarello et al.
2012; Li et al., 2008) that is search of current, familiar and mature knowledge (McCarthy &
Gordon 2011; Ahuja & Lampert 2001). Local search provides better possibilities for
organizations to produce incremental innovations (Nerkar & Roberts, 2004). Exploration, by
contrast refers to search of new knowledge and/or resources, and to aim in finding new ways
of action (March 1991). Consequently, exploitation can be defined as “the development or
search for new knowledge, competences and capabilities.” (Reynaert 2018, 6). Exploitation
can also be referred as “distant knowledge search” or distant search (Cantarello et al. 2012;
Li et al. 2008) that is search of more unfamiliar, remote and distant knowledge (McCarthy &
Gordon 2011; Ahuja & Lampert 2001). Distant search more likely provokes radical
innovations (Nerkar & Roberts 2004).

1.5.2 Organizational ambidexterity (OA)

Organizational ambidexterity (OA) referring to ambidexterity from the organizational point of
view is an extremely multidimensional concept and, in many cases, also often misused.
Thus, more specific definition is necessary. Literature defines OA generally as simultaneous
pursuit and balance of exploitation and exploration (O’Reilly & Tushman 2013). More
specifically, organizational ambidexterity is often described as a capability to be equally
dexterous in often conflicting tasks (O’Reilly & Tushman 2004). Similarly, according to Smith
and Tushman (2005) it can be also described as simultaneous pursuit of two contradictory

objectives. Furthermore, OA can be defined for example as a capability to balance or to



simultaneously pursue exploitation and exploration (Raisch & Birkinshaw 2008). There is a
large amount of different definitions and more specific definition is largely dependent on the
level (individual, group or organization) of analysis and the theoretical perspective used
(Turner, Swat & Maylor 2013). In this study, ambidexterity is understood according to Turner
et al. (2013) as individual’s ability to use and refine existing knowledge (exploitation) while

creating new knowledge (exploration).

1.5.3 Management Control System (MCS)

A management control system, including different MC tools have different roles that Mundy
(2010) describe as complementary. First, they are used as tools to control the attainment of
organizational goals and second, to enable problem solving and search of new
opportunities. According to Merchant and Van der Stede (2007, 5) “Management control
includes all the devices or systems managers use to ensure that the behaviors and decisions

of their employees are consistent with the organization’s objectives and strategies.”.

1.6 Literature review

Next, literature review will be conducted relating to the research topic and its development
over time. First, ambidexterity research is reviewed and the main perspectives in the field
are recognized. Second, the literature and research relating to the use of management
control to support ambidexterity in organizations is explored and the need for further

research is justified.

1.6.1 The development of organizational ambidexterity research

Ambidexterity is a relatively new field of interest (Popadi¢ and Milohni¢ 2016; Raisch &
Birkinshaw 2008). However, according to Cantarello, et al. (2012) research field has recently
acquired larger interest in several areas of research as in organizational learning (Levinthal
& March 1993), innovation and technology management (He & Wong 2004 ), organizational
behavior (Gibson & Birkinshaw 2004) and strategic management (Lubatkin, Simsek, Ling,
& Veiga 2006; Smith & Tushman 2005).

The concept of ambidexterity was first used by Duncan (1976), after which March (1991)

introduced the concept of ambidexterity to wider public (Gschwantner and Hiebl 2016). In



the field of OA research, there is a common understanding that ambidexterity relates to
simultaneous pursuit of exploitation and exploration, however, different ways to achieve
ambidexterity in organizations has led to conceptual ambiguity. Consequently, the
increasing interest of ambidexterity has resulted in divergent approaches about the
resources needed and the ways OA can be achieved in practice (O’Reilly & Tushman 2011;
Turner et al. 2013). Still, the fact that many studies indicate a clear link between OA to
increased innovation, better firm performance and higher firm survival rates of organizations,
indicates its importance and has also increased the interest to OA research afterwards
(Tushman & O’Reilly 2013).

According Gibson and Birkinshaw (2004), literature has divided into two main perspectives
to enable OA. These views can be called as “the structural” and “the contextual’
ambidexterity. Authors have traditionally viewed ambidexterity from structural perspective,
and it is the broadest field of research (David 2016). Ambidexterity research has got its
contextual perspective after Gibson and Birkinshaw (2004) proposed that the tension
between exploitation and exploration could be resolved simultaneously through a contextual
ambidexterity (O’'Reilly & Tushman 2013). Later, for example Brion, Mothe & Sabatier
(2010), Khazanchi, Lewis and Boyer (2007), Lubatkin, Simsek, Ling and Veiga. (2006) and
Smith and Tushman (2005) have provided evidence on behalf of context and its role in
achieving ambidexterity. Still, there exists controversy between different perspectives on
how OA can be achieved. However, nowadays many authors share the perspective that
structural and contextual perspectives are best viewed as complementary (Birkinshaw &

Gibson 2004; O'’reilly & Tushman 2013) rather than opposite perspectives.

The literature based on contextual ambidexterity has focused on factors that enable
behavioral orientation or capacity to simultaneously pursue exploitation and exploration in
individual level (Liselore, Hartog, Keegan & Uhl-bien 2015; O’Reilly & Tushman 2013;
Raisch & Birkinshw 2008). According to Gibson and Birkinshaw (2008) different ideas
enabling contextual ambidexterity has been presented such as meta-routines and job-
enrichment schemes (Adler et al. 1999), behavioral routines for leaders to use (Denison et
al. 1995; Lewis 2000) and the creation of shared vision (Bartlett & Ghoshal 1989). In
addition, Gibson and Birkinshaw (2008) themselves have presented an actual framing of a
context including stretch, discipline, support, and trust to describe the “hard” and “soft”

cultural elements that need to be in balance, in order to achieve contextual ambidexterity.



However, research on how to achieve contextual ambidexterity in practice is still rather
limited (Havermans, Hartog, Keegan & Uhl-Bien 2015) and research is lacking empirical
evidence on how OA is achieved by bridging the managerial and operational level
(Cantarello, et al. 2012; O’Reilly and Tushman 2011; Bledow, et al. 2009).

1.6.2 The development of MCS and ambidexterity research

As described above, there is a need for more concrete knowledge on how OA can be
achieved focusing especially on managerial solutions. Literature of MCSs’ responds to this
challenge. An emerging stream of research supports management control as having a
central role in achieving ambidexterity (Gschwantner & Hiebl 2016; Bedford 2015).
Gschwantner and Hiebl (2016) specify this by introducing some recent studies done in the
field (look e.g. Ylinen and Gullkvist 2014; McCarthy & Gordon 2011; Jgrgensen and Messner
2009; Kang and Snell 2008) that indicate MC tools enabling companies to achieve
ambidexterity. In their review, Gschwantner and Hiebl (2016) have explored 16 most
relevant papers currently in the field of MCS and ambidexterity research. As a result of their
review authors conclude that all the MC tools recognized can be seen as “valuable in

achieving high levels of organizational ambidexterity” (Gschwantner and Hiebl 2016, 26).

Traditionally MCS research in the field of R&D control has been largely focused on
performance control systems (Bedford 2015; Bremser & Barsky 2004; Simons 1994; Oatley
1980). Yet, as the market environment has changed, also requirements for MCSs’ have
shifted from a simple performance focus to a necessity to create entirely new and innovate.
Furthermore, as performance focused controls often lead to rewarding exploitative behavior
and firm current viability at the expense explorative behavior needed for firm’s future survival
(Bedford 2015) it is evident that ambidextrous perspective provides a useful perspective for
the future MCS research. Therefore, a broader perspective is taken in this study including
both, performance and innovation perspective into management control. Furthermore, four
forms of management control categorized according to Simons (1995, 2000) LOC

framework is used to allocate MC tools into their own categories.

The focus on how managers utilize different MC tools when pursuing ambidexterity has not
gained larger recognition until recently, as researchers have started to focus on the design
and use of different MCS to achieve OA (Bedford 2015). Furthermore, McCarthy and Gordon



(2011) states that controlling especially in R&D context can be seen to be a challenge as
managers have already a long time struggled with creating effective control mechanisms in
directing behaviors and outcomes of innovation. Consequently, to contribute to this area of
research the aim of this thesis is to study how different MC tools could be used to their full

potential to better enable OA.

1.7 Framework for the study

In order to clarify the outline of this study, conceptual framework has been formed. The aim
is to present different main concepts and their linkages to each other and to the research

topic. Figure 1 describes the studied phenomena through the main concepts of this study.

First, MC categorization is placed in the center of the framework according to the LOC
framework from Simons (1995). In the classification, four different levers, called: the belief,
boundary, interactive and diagnostic controls, present different MC tool categories. The use
of these control categories is enabled through four strategic focus points, referred also as
“the strategic variables” and depicted inside the four grey circles in the framework. The use
of different levers further provokes two types of control orientation called: the feedback and
feed-forward control orientation (McCarthy & Gordon 2011). These controls, according to
McCarthy and Gordon (2011), can be seen provoking either exploitative or explorative

action.

As already been said, the management solutions regarding the choice of different MC tools
is a vital determinant when creating an environment where both exploitation and exploration
can emerge. This has been depicted in the framework as “managerial solutions” on the top
of the circle and it relates to the selected MC tools in use. However, due to factors relating
to human interaction and obscure social reality, the intended managerial use of different MC
tools may not realize as such in practice. Thus, only the use of different MC tools from the
management perspective is not seen as sufficient enough to be able explain how
ambidextrous behavior is enabled. Hence, this research complements the general idea of
using MC to achieve ambidexterity only from the managerial point of view, with “control
implementation”, depicted in the framework on the bottom of the circle. Control
implementation is more specifically understood based on two factors. First, whether

recognized MC tools are also identified by the employees and whether these tools are



regularly used as part of their work. As well as, if the desired effects and intended outcomes

of using each MC tool realizes on behalf of each tool to support their successful usage.

Finally, the framework has been framed with a dotted lining to represent organizational

ambidexterity as the sum of all of these processes inside the framework.
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1.8 Research delimitations

Research area has been constrained in order to keep the research manageable by limiting
the scope of the research and by amplifying the research boundaries. Regarding the
limitations of this study, the use of MC tools is studied in R&D unit context operating in
financial sector. MC tool usage is studied in unit level focusing on tools commonly used in
the whole unit. Thus, team and individual level controls are restricted from the research
focus. Furthermore, MC tools and their usage is analyzed from the employee perspective
focusing on the implementation of the MC tools in practice. Hence, the subjects under focus
are the employees in the unit instead of managers. Finally, MC tool usage is analyzed
focusing on the innovation process as a whole and the use of different MC tools are studied

throughout the whole innovation process, from the idea generation to commercialization.

1.9 Research methodology and sources

The research is done by utilizing qualitative research method, exploiting case-based
approach. Case study as a research method was chosen as it enables in-depth analysis of
the phenomena under research. Furthermore, case study approach is suitable for studying
a single event and a limited entity (Hirsjarvi 2004, 125-126) as the R&D unit under focus in
this case. Data collection through interviews can be classified as semi-structured interviews,
as the interview structure will be consistent and around a restricted theme but still enables

freedom to certain extent (Saarinen-Kauppinen & Puusniekka 2017g).

This study uses a large variety of sources. Interview results from management and
employees are used as a primary source. In addition, secondary sources as journal articles,
books in the field of MCS and ambidexterity, information and material received from the
company, company information from websites, and public research reports are used to build

understanding and to complement the interviews.
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2. EXPLOITATION, EXPLORATION AND AMBIDEXTERITY

In this chapter, the first sub-question is answered. The aim is to clarify the concept of
organizational ambidexterity by first taking a closer look at the concepts of exploitation and
exploration. Purpose is to more specifically define the concepts of exploitation and
exploration and to clarify their linkage to OA. In addition, the basis of organizational
ambidexterity concept is explained, and the main forms of ambidexterity are summarized to
get a better overview from different perspectives on how OA can be achieved in practice.
Finally, more specific focus is given to ambidexterity from innovation perspective and to the

idea on how OA enables better innovation.

2.1 Exploitation and exploration in organizations

Benner and Tushman (2003) mention in their article how exploitation and exploration in
organizations has been discovered as an important factor for firm survival for a long time.
Authors note Abernathy’s article in 1978, where he argues on behalf of simultaneous pursuit
of exploitation and exploration by stating that firm’s ability to compete over time is based on
its capabilities to increase efficiency, but also to its ability to engage in innovation
simultaneously. March’s (1991) argument in his seminal work started the general shift of
pursuing these two contradictory objectives simultaneously (Raisch & Birkinshaw 2009).
The thought behind the idea of simultaneous pursuit of exploitation and exploration is that
firm’s excess focus on exploitation may bring efficiency benefits in short-term but makes it
difficult for organizations to adapt to environmental changes (Ahuja & Lampert 2001; March
1991).

For several decades later, companies’ requirements in meeting several, often opposite
demands simultaneously have grown. Consequently, the idea of pursuing exploitation and
exploration, through for example adaptation and alignment (Gibson & Birkinshaw 2004),
incremental and radical innovation (Jansen et al. 2006) or local and distant search (Katila &
Ahuja 2002) simultaneously has been a consistent theme in the literature of organizational

adaptation since (Ogrean 2016; Luger, Raisch & Schimmer 2018). Later many known
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authors as for example March (1991), O’'Reilly and Tushman (1996, 2004, 2008, 2011),
Gibson and Birkinshaw (2004), Raisch and Birkinshaw (2008) and Raisch, Birkinshaw,
Gilbert & Tushman (2009) have noted the importance of pursuing both exploitative and
explorative action simultaneously. There is already a convincing evidence that successful
exploitation and exploration enables organizations to survive in the face of change through
a capability to reconfigure existing resources while simultaneously developing new
capabilities (Gschwantner & Hiebl 2016; O’Reilly & Tushman 2011).

Exploitation is used to describe search of current, familiar and mature knowledge (McCarthy
& Gordon 2011; Ahuja & Lampert 2001) and exploration acquiring new knowledge,
competencies and capabilities. (Reynaert 2018) In this study exploitation and exploration is
understood more specifically through knowledge search. Knowledge search is one much
used way to understand exploitation and exploration (Li et al. 2008). Furthermore, it is
suitable to better understand the utilization of new knowledge in a smaller entity, within one
value chain function (Li et al. 2008) as in R&D unit in this case. From the perspective of
knowledge search, exploitation is defined as local search and exploration as distant search
(Cantarello et al. 2012; Li, & Schoenmakers 2008). The key in understanding exploitation
and exploration from the perspective of knowledge search is “weather the new knowledge

is familiar or unfamiliar, compared to firm’s existing knowledge base.” (Li et al. 2008, 108).

Moreover, exploitation as local search relates to pursuit of incremental innovations
(McCarthy and Gordon 2011; Brion, et al. 2010; Nerkar & Roberts 2004) and as a behavior
is engaged in reducing variation and on gaining efficiency benefits (Li et al. 2008).
Exploration or distant search again more often leads to radical innovations (McCarthy and
Gordon 2011; Brion, et al. 2010; Nerkar & Roberts 2004) and as an action is engaged in
variation seeking, experimentation and risk taking (Li et al. 2008). Hereafter, the concepts

of exploitation and exploration are used as synonyms for local and distant search.

2.2 Managing tensions through organizational ambidexterity

The action towards both forms of innovation is extremely important from the perspective of

successful R&D but is not easy and includes conflicting demands. Often forces initiated by
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exploitation and exploration are competing with each other (Panagopoulos 2016).
Furthermore, a limited amount of resources forces organizations to make trade-offs between
the competing alignments (Thomas, McKelvey & Kaminska 2012). During exploitative
behavior individuals are engaged in utilizing existing knowledge in well-understood ways
(Taylor & Greve 2006). In exploration again, varied and dispersed knowledge is utilized in

totally new ways to generate novel combinations of knowledge (Taylor & Greve 2006).

Past research has largely treated these conflicting requirements as insurmountable
however, recent research has supported the simultaneous pursuit of exploitation and
exploration as the best way to cope with the tensions (Raisch & Birkinshaw 2008).
Ambidexterity, generally defined as a capability to balance or to simultaneously pursue
exploitation and exploration (Raisch & Birkinshaw 2008) signifies the ability to manage
different tensions and speaks on behalf of continuous pursuit of exploitation and exploration
(O'Reilly & Tushman 2008; Gibson and Birkinshaw 2004). Furthermore, already
considerable amount of scientific evidence supports the argument that ambidextrous
organizations are successful in managing these tensions (Papachroni, Heracleous &
Paroutis 2016; Jansen, Van den Bosch & Volberda 2009; He & Wong 2004; Tushman &
O’Reilly 1996).

However, ambidexterity research is not in agreement on how these conflicting tensions
should be responded. Furthermore, there can be recognized different classifications relating
to different perspectives of ambidexterity (Raisch & Birkinshaw 2008). In this thesis, the
traditional division by Tushman and O’Reilly (2013) is used, including three perspectives on
OA called as: sequential, structural, and contextual ambidexterity. Next, these different
perspectives are briefly explained and finally, more emphasis is addressed to the contextual

perspective adopted as the perspective for this study.

2.2.1 Sequential ambidexterity

In sequential ambidexterity firms evolve through punctuated changes during which firms
adapt to their environments by realigning their processes and structures as a sequential

manner (O’Reilly & Tushman 2013). More specifically, during incremental change periods
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organizations focus on developing their existing competencies and on exploitative learning
(Turner et al. 2013). On the other hand, during discontinuous and revolutionary change
periods organizations are required to more radical responses (Turner et al. 2013). This
model in achieving ambidexterity is called as “the punctuated equilibrium model of
ambidexterity” where organizations temporally shift between exploitative and explorative
modes of action (O’Reilly & Tushman 2013; Turner et al. 2013). Exploitative and explorative
action in sequential ambidexterity are distinguished by time and thus, they are not existing
simultaneously (Turner et al. 2013). Still, sequential ambidexterity, also called as temporal
ambidexterity, has been proposed as one way to achieve OA (O’Reilly & Tushman 2013)
and is categorized as its own perspective. According to O’Reilly & Tushman (2013)
sequential ambidexterity may be useful especially in environments that are relatively stable
and for smaller firms lacking the recourses to pursue exploitation and exploration

simultaneously.

2.2.2 Structural ambidexterity

Structural perspective, also called as dichotomous view, has been introduced by Tushman
and O’Reilly in 1996, who argued that in rapidly changing environment, organizations need
to be able to exploit and explore simultaneously. Research on structural view has developed
into a broad and deep area of research (O’Reilly & Tushman 2013). Structural approach
emphasizes the separation of conflicting demands into independent units, to sub
organizations or organizations, that each have their own strategies, structures, cultures, and
incentive systems (Panagopoulos 2016; O’'Reilly & Tushman 2013). Consequently, from
structural perspective standard operations and radical innovations are done simultaneously,
but separately in different business units (Turner et al. 2013). Separated units are connected
through the same strategic intent, an overarching set of values, and targeted linking
mechanisms to utilize shared assets (O’Reilly & Tushman 2004). Structural perspective
emphasizes the role of top management that creates integration between different units
(Bledow et al. 2009) and is capable of managing the tensions among multiple organizational
alignments (O’Reilly & Tushman 2013).
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2.2.2 Contextual ambidexterity

Later, Gibson and Birkinshaw (2004) have presented a contextual view, also called as the
dialectic view, to manage the contradictions and to reach ambidexterity. Authors define
contextual ambidexterity as “the behavioral capacity to simultaneously demonstrate
alignment and adaptability across an entire business unit” (Gibson & Birkinshaw 2004, 209).
Thus, ambidexterity is achieved simultaneously through individuals and by behavioral and
social means (Birkinshaw & Gupta 2008; Ghosal & Bartlett 1994).

Contextual approach argues that a strict separation of conflicting activities is not the most
suitable option to manage the contradictions (Bledow et al. 2009) and further, can be
sometimes seen even harmful for innovation (Raisch and Birkinshaw 2008; Bledow et al.
2009). Alternatively, tensions should be allowed and managed inside the unit (Bledow et al.
2009). This is also supported by Lewis (2000) stating that actions towards strict separation
of conflicting objectives prohibit the possibilities of paradoxes creating “...creative insight
and change” referred by other practitioners as paradoxes creating dynamic tensions. This
leads to a situation where the possibility to benefit from naturally emerging paradoxical
tensions is left unused (Lewis 2000). Consequently, contextual ambidexterity does not
separate exploitation and exploration as opposing activities, but interrelated ones, that can

be seen as having important complementary effects.

From the contextual perspective, individuals are actors realizing the ambidexterity, but
context on the background either enables or prevents individuals to act in an ambidextrous
manner. Furthermore, according to contextual ambidexterity perspective, context should
enable and encourage individuals to make their own judgements on how to divide their time
between exploitative and explorative activities (Papachoni, Heracleous & Paroutis 2018;
Raisch & Birkinshaw 2009). In order to achieve a favorable context for ambidexterity,
managers have an important role in creating supportive organizational business-unit context
for employees to work in (Bledow et al. 2009; Birkinshaw & Gupta 2008). Thus, in addition
to structural perspective, management has a pivotal role also in contextual ambidexterity.
However, in contextual ambidexterity, managers role is rather to work on the background
and build a context for employees that feeds inspiration, give guidance to certain extent and

reward people to act in a certain way (Goshal & Bartlett 1997). Here different controlling
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tools have a role as building organizational context and thus, enabling and restricting
individual action. Furthermore, ambidexterity in this study is based on contextual

understanding.

2.4 Operationalizing ambidexterity

As stated already, it is largely accepted that the simultaneous pursuit of exploitation and
exploration leads to better firm performance and firm survival (Raisch and Birkinshaw 2009).
Earlier in this research different perspectives for achieving ambidexterity in organizations
were presented. However, another debate relates to how the balance of exploitation and
exploration itself is understood. According to Cao et al. (2009) different perspectives can be
separated in two main dimensions called the Balanced Dimension (BD) and the Combined
Dimension (CD).

The BD highlights the importance of balance between exploitation and exploration to
achieve OA. Furthermore, BD understands exploitation and exploration as opposing
paradigms that are located in the opposing ends of a continuum (look Figure 2, picture a.).
From this perspective, exploitation and exploration are seen as contradictory and they
compete from limited recourses (Cao et al. 2018). Ambidexterity derives according to BD
perspective from a capability to avoid imbalance where either exploitation or exploration is
over emphasized. As already previously stated, this imbalance may be extremely harmful
for organizations and to further even prevent its survival in the long-term (Mundy 2010).
Consequently, from the perspective of BD, trade-offs are required to find the appropriate

balance between the competing alignments.

From CD perspective, exploitation and exploration are seen as orthogonal to each other
(look Figure 2, picture b.). From this perspective one side does not exist at the expense of
another. (Gupta et al. 2006) Consequently, CD is about maximizing the combined
magnitude of exploitation and exploration (Cao et al. 2018) thus, CD contributes to firm
performance through its ability to create greater pool of complementary recourses (Cao et
al. 2018). After all, both BD and CD can be considered as contributive in achieving

ambidexterity and they should not be seen necessarily as alternative perspectives (Cao et
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al. 2018). Consequently, recently authors have started highlighting the mutually supportive
nature of both perspectives (Cao et al. 2018). However, as the interest of this study is on
individual employees’ capability to engage in both exploitation and exploration, recourses
can be seen as limited due to the cognitive capability of an individual to comprehend dual
requirements simultaneously (Inkpen & Tsang 2005) Accordingly, if these limits are being
pushed too much in individual level, it may have drastic negative effects on innovation. This
may for example happen if managers continuously require faster phase of innovation by
monitoring the amount of ideas generated. This may further lead to a situation where the
focus from creating truly useful innovations shifts into producing innovations quantitatively
as much as possible. Thus, in this thesis ambidexterity is operationalized through BD,
highlighting the need to support both conflicting requirements in a balanced way to enable

ambidexterity and better innovation results.
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FIGURE 2. The characterization of finding an optimal balance described from CD and BD

perspectives according to Havermans (2015).
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As BD understands exploitation and exploration as opposing ends of a continuum where the
increase in one lead in decrease of another, too much focus on either exploitation or
exploration creates imbalance. Excess emphasis on exploration may renew the
organizational knowledge base effectively but can trap organizations to an endless cycle of
experimentation and search. This will have a negative effect on efficiency which may further
reduce the speed at which existing competencies are refined. (Volberda & Levin 2003;
March 1991) Levinthal and March (1993) refers to these situations as the “failure trap” where
organizational recourses are used without enough financial reward in sight (Levinthal &
March 1993). On the other hand, also too much focus on exploitation may lead to a result
called “the success trap” (Auh & Menguc 2005). In this case, short term perspective and
focus on incremental developments may lead to a situation where distant and more radical
innovations needed for future success are overlooked (Auh & Menguc 2005). Research has
still not been unable to offer solutions to define the right kind of balance between exploitation
and exploration to achieve the most optimal balance (Birkinshaw & Gupta 2013). The
concept of balance is rather described as situation specific and very much dependent on
different causes like environmental complexity factors at that moment (Havermans et al.
2015).

Thus, from the MCS perspective, in order to achieve an optimal balance in the short-term,
the usage of different MC tools should be adapted to reflect the perceived current and
expected environmental complexity. More specifically, if the market environment is in a
radical change phase and the perceived environmental complexity is higher, the balance
should be enabled to move towards exploration. If exploitation would be emphasized in this
environment over exploration, the organization would be subject to becoming obsolete
leading to possible “failure trap” as the market would be evolving but organization would
keep on adjusting its existing competencies. (Havermans et al. 2015) Still, it's important to
note that in order for the balancing to work, path dependencies (Christensen and Overdorf
2000) and core rigidities (Leonard-Barton 1992) should be eliminated. This is due to the fact
that they tend to direct the action towards adjusting already existing, meaning exploitation,
not on inventing something entirely new. However, in case the market environment is in

more stabilized change phase, and the perceived environmental complexity is lower,
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exploitation should be emphasized to avoid the risk of being inefficient and unproductive.

Still, in order to enable organizational survival in long-term, ambidexterity should be pursued.

Without going deeper into selecting the appropriate balance for MC, it is important to note
from the managers point of view, that from the BD perspective the notion of balance is
different in the short-term and in the long-term. Above described presents a short-term
perspective which enables the act of balancing between exploitation and exploration.
However, in the long-term the balance should be as close to quantitative balance as possible
(look Figure 2, picture a.). Thus, the short-term use of MC should reflect the needs of the
current and expected environmental needs while still enabling both exploitation and
exploration at the same time. This can be argued to require sensitivity from managers
employing different MC tools. Long-term use of MC should again guide towards quantitative

balance in exploitative and explorative action.
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3. MANAGEMENT CONTROL (MC) AND TYPOLOGY OF DIFFERENT TOOLS

In this section the first sub-question is answered. Furthermore, this chapter defines the
concept of management control (MC) more specifically. In addition, different MC tools are
presented according to typology of Simons (1995). As a consequence, the aim is to
understand how the use of MC tools effects on individual level behavior and further, how

does this enable ambidexterity.

3.1 MC tools and their role in supporting ambidexterity

McCarthy and Gordon (2011) state that in order to reach an adequate balance between
exploitation and exploration, the role of MC can be considered even essential. Furthermore,
different strategic issues, including balancing both exploitative and explorative behavior can
be enabled through the use of different MC tools (Guenther 2013; Mundy 2010; Malmi &
Brown 2008). However, when utilizing MC in their work, managers often confront difficulties
when trying to find an appropriate balance between the use of different MC tools in practice
(Mundy 2010). In addition, according to Mundy (2010), balance is often already distracted
due to the natural tendency of managers to use MC coercively rather than enabling way.
This should be a vital concern as an imbalance in the use of MC lead to imbalance in
exploitative and explorative action which finally affects to innovation performance. For
example, too much emphasis on coercive MC methods may be extremely harmful as it often
restricts innovative behavior and thus, effects also firm performance in the long-term
(Armstrong 2002; Seal 2001). However, too much emphasis on enabling MC in turn, can
lead to opposite direction and to inefficiencies in action as potential new innovations do not
lead to any real improvements (Mundy 2010). This further negatively effects on long-term
performance of the organization (Mundy 2010). Consequently, both enabling and controlling
MC should be represented in a balanced manner in order to avoid a situation where either

exploitation or exploration is emphasized over another.

MC literature is a broad area of research and there are several categorizations for different
types of MC tools. In order to build a valid foundation for the research, the LOC framework

Simons (1995) is chosen as best suitable categorization for this thesis. The LOC framework
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was chosen as it is one of the most used division in MC literature (Martyn, Sweeney & Curtis
2016). Furthermore, the LOC framework is specifically built concerning the dual use of MC
and to promote creativity while constraining employees’ behavior (Mundy 2010). In addition,
the framework has been built focusing on different uses of MC tools rather than on their
tangible qualities (Mundy 2010). By focusing on usage of MC tools, one kind of control may
be categorized in several ways depending on its use. This enables more reliable
categorization of different controls based on their intended use. Finally, according to Mundy
(2010), several studies in management literature have already used the LOC framework to
explain especially on how innovation and learning can be simultaneously pursued while
controlling that goals are achieved (look e.g. Abernethy & Brownell 1999; Bisbe & Otley
2004; Bonner, Ruekert, & Walker 2002; Bruining, Bonnet, & Wright 2004; Marginson, 2002;
Tuomela 2005). This makes the LOC framework as the best suitable for this research. Next,

categorization for different types of MC tools according to Simons (1995) is presented.

3.2 Simons’ levers of control (LOC)

Simons (1995) has presented a much-used division including four types of control systems
called: belief, boundary, interactive, and diagnostic systems (see Figure 3 under). The
underlying idea of Simons’ framework is that opposing forces can be deployed to manage
the tensions of conflicting requirements (Bedford 2015). Consequently, Simons (1994)
refers to positive and negative controls that provide tools for the management to carry out a
controlled tension management. Positive controls are forward looking, inspirational and
facilitative (Bedford 2015) and they motivate, guide and reward employees and further, also
promote learning and innovation (Tessier & Outlley 2012). Negative controls again try to
avoid unfavorable consequences and possible mistakes made (Bedford 2015) and thus,
they are used to coerce, control and punish employees (Tessier & Outlley 2012). According
to the framework of Simons (1995), belief and interactive systems are categorized as
positive controls and boundary and diagnostic systems as negative. Together, these
controls work as the “yin and yang”, and they are required to exist simultaneously in order
to create dynamic tensions, and thereby to ensure an effective control (Tessier & Outlley
2012). According to Simons (1995) it is important to note however, that even though

negative controls may easily lead to bad connotations, both negative and positive controls
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should be seen as equally important. Hence, to avoid distortive connotations, this study
follows different rhetoric and henceforth, term enabling is used to refer to positive kind of

controls and term controlling is used to refer negative kind of controls.
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FIGURE 3. The LOC framework and key variables (Simons 1995).

The separation into controlling and enabling controls refers to different behavioral
consequences. However, in order to understand better the qualities of different MC tools,
also another division is presented. Consequently, McCarthy and Gordon (2011) separate
MC tools into feedback and feed-forward controls. Feedback controls according to their
name provide after-the-event information and feed-forward controls before-the-event
information (McCarthy and Gordon 2011) to support the decision-making of employees.
Followingly, boundary and diagnostic controls are categorized as feedback controls and
they can be seen as more strict way of controlling. They are used to refine organizational
capabilities and practices and thus, they are seen inducing exploitation (McCarthy and
Gordon 2011) Belief and interactive systems are categorized as feed-forward controls

utilizing less strict control. Feed-forward controls support action that seeks information in
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advance of possible future events, trends and their effects and they are often used to adjust
behavior and induce exploration (McCarthy and Gordon 2011). Consequently, by
emphasizing either of the control categories, managers can move the balance toward
exploitation or exploration. Whether the division of controlling and enabling or feedback and
feed-forward control is used, the common for both is to separate controls to more strict

commands and to more gently guiding actions.

In the following paragraphs the categorization of Simons (1995) is described more
specifically including examples of different MC tools used in each category. Further, existing
literature will be utilized to understand how MC can be used to induce or provoke exploitative

and explorative behavior and thus, also different innovation outcomes.

3.2.1 Belief systems

According to Simons (1997, 170) belief systems can be used to formally “define,
communicate and reinforce values, purpose and direction for the organization.”. Belief
systems encourage subordinates to engage values and objectives set by top management
and further to work accordingly. All of the tools that inspire and create commitment to
organization’s core values can be seen as belief systems (McCarthy and Gordon 2011;
Widener 2007; Simons 1995).

Belief systems guide individual behavior in many ways. First, belief systems do not explicitly
guide toward certain activities (Mundy 2010) but they provide an important reference point
for employees to reflect their judgements whether to focus on exploitation or exploration
(Mundy 2010). In other words, belief systems can be used to provide “momentum and
guidance for opportunity-seeking behaviors” (Simons 1994, 172). Second, the purpose of
belief systems is to encourage employees to be innovative and seek new opportunities
(Simons 1995). Accordingly, for example Adler and Chen (2011) have found that belief
systems have a positive effect on individual motivation to engage generating novel
innovations. Third, also organizational inertia, harmful for especially radical innovations, can

be prevented through belief systems as they allow deviations from organizational routines if
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they can be in conflict with the values established for the organization (Simons 1994).
Finally, shared understanding generated through different belief systems enables better
communication, through which disparate knowledge can be combined into new ideas
(Hansen 2002). Consequently, as these systems increase variance in many ways which is
important also for more radical innovations to emerge (Davila et al. 2009) belief systems
can be categorized as feed-forward controls provoking exploration (MCCarthy & Gordon
2011).

In order to achieve the desired outcome, meaning organizational unit to work under the
same beliefs based on shared organizational values and direction, as well as having inspired
and motivate workforce, belief systems must work accordingly. More specifically values
should be clearly communicated in the organization and furthermore, well understood
among employees. Practical examples of different tools to achieve this are for example
mission statements through which the beliefs can be expressed as well as vision statements
that are able to shape the beliefs in the firm (Simons 1997). Also, credos, value statements

and statements of purpose can be categorized under belief systems (Bedford 2015).

3.2.2 Boundary control of lever

Boundary systems according to Simons (1995, 39) are used to delineate “the acceptable
domain of activity for participants and establish limits, based on pre-defined business risks,
to opportunity seeking.”. They restrict the strategic operation area for organizational
participants and delineate opportunity seeking behaviors (McCarthy and Gordon 2011;
Mundy 2010). More specifically, these systems limit the unlimited opportunities of search
into more specifically defined search area where participants are encouraged to exploit
(Simons 1995). Hence, boundary controls enable search and innovation but inside

specifically defined limits (McCarthy and Gordon 2011).

For the successful implementation of boundary controls, the desired effect of using
boundary controls is that operations are clearly restricted into specified limits and further,
employees understand the risks and boundaries set for them. These effects will be finally
achieved, if employees are also acting within specified limits in practice. (Mundy 2010) When

implemented successfully, boundary systems have an important role in preventing possible
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over-exploring and further, inefficient action (McCarthy and Gordon 2011) through their
ability to prevent search which undermines continuity and reliability of already existing
process (Benner & Tushman 2003). Still, they are also able to maintain motivation and
empowerment of employees (Adler & Chen 2011). Thus, boundary controls can be
categorized as feedback controls and they provoke reliability-based exploitation behavior

(McCarthy and Gordon 2011) and further exploitative, more incremental innovations.

Even though boundary controls have an important part supporting exploitative innovation
they may also have a harmful effect. This is due to the fact that over time, boundary systems
may lead to over-restricting search and thus, to a situation where probability of potential new
innovations are restricted too much (Simons 2000). In case boundary controls are over
restricting, the scope of search becomes too limited and knowledge required to maximize

exploration innovation is prevented.

According to Mundy (2010) MC tools that provide minimum standards and/or sets guidelines
for behavior can be categorized as boundary control tools. Furthermore, these controls can
be financial, if preventing financial risk or non-financial, if securing strategic boundaries
(Tuomela 2005). Boundaries can be communicated through for example codes of conduct
(Simons 1995), strategic planning systems and operating directives (Basto, Lourenco, &
Samagaio 2018).

3.2.3 Interactive control of lever

According to Simons (1995, 93) interactive systems enable to focus on strategic
uncertainties and to build internal pressure to break out of narrow search routines, stimulate
opportunity seeking and encourage emergence of new strategic initiatives. Interactive
controls provoke discussion, communication and search in line with the organization’s vision
(McCarthy and Gordon 2011). They can be described as a certain kind of verbal
communication mechanisms as these systems are highly focused on promoting frequent
and intense communication (Simons 1995). Interactive control systems operate by
“scanning” the existing state of the organization after which possible strategic uncertainties
(McCarthy and Gordon 2011) as well as emergent opportunities in organization’s external

environment can be recognized (Simons 1995).
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Interactive controls, by nature, are forward looking, inspirational, and facilitative (Bedford
2015) and thus, they execute feed-forward control and are important especially in early
phases of radical innovation process. Furthermore, according to Widener (2007) as
interactive systems require larger amount of resources and managerial involvement, they
are not seen as effective way to control exploitation and thus, are categorized as supporting

especially exploration (McCarthy and Gordon 2011).

Interactive controls operate by bringing together people with different knowledge
backgrounds. If interactive controls operate properly, they have several positive effects.
First, interactive controls promote active questioning and revising as well as discussion and
debate relating to changes. Finally, effects of using interactive controls also include that
strategies are adjusted, and new strategies emerge. As a consequence, successful outcome
of using interactive systems leads to common understanding of strategic uncertainties which
prohibits potential threats and possible new opportunities to unexpectedly change the
operating environment, that would make the organizational assumptions invalid (Mundy
2010).

Interactive systems enable better communication and search in many ways. First, they can
provide a platform where individual tacit knowledge can be transferred into codified form
and onward to the use of the whole organization (Bedford 2015). On the other hand, they
promote interaction in general as well as they can be used by managers to involve
themselves regularly into decision activities of subordinates (Simons 1995). According to
Bedford (2015) by enabling managerial involvement interactive systems provide a possibility
of recognizing and advancing the most potential initiatives which finally may deliver
competitive advantage for the organization. However, it is important to note from the
perspective of innovation that managerial involvement does not necessarily mean
interference but active participation to the use of interactive systems. Finally, through the
collected information and manager involvement, interactive systems inform employees to

adjust and correct their actions based on them (Simons 1995).

In general, interactive systems operate through two-way process which enables effective
communication between managers and subordinates in different organizational levels

(Mundy 2010). Consequently, interactive controls have an attention focusing role, but from
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the innovation perspective, they also stimulate learning and search by provoking entirely
new initiatives and strategies facilitative and non-invasive ways (McCarthy & Gordon 2011;
Bisbe et al. 2006). Interactive controls are effective if subordinates are encouraged
frequently to do trial-error adjustments (Chenhall & Morris 1995). There is a debate among
researchers whether to define interactive systems as technological solutions as interactive
planforms or as a behavior (Bisbe et al. 2006). However, in this thesis both perspectives are
integrated as MC tools in this study are categorized based on their intended use.
Consequently, interactive MC tools are any kind of processes enabling formal debate
(Mundy 2010) whether it is a behavior or technological solution. These tools can be for
example intra-organizational networks, information technology and face-to-face meetings
engaging groups of people to brainstorm as well as “strategy days” or stand-pit events
(Mundy 2010; Frow, Marginson & Ogden 2005).

3.2.4 Diagnostic control of lever

Diagnostic systems are “used to monitor organizational outcomes and correct deviations
from pre-set standards of performance.” (Simons 1995, 59). Diagnostic controls can be
categorized as feedback controls providing after the event information (McCarthy and
Gordon 2011). Thereby, they assure that activities done, respond to organizational
objectives and they are often used for evaluations and rewarding (McCarthy and Gordon
2011). The intended effect of using diagnostic systems is to enable progress towards pre-
set goals and to enable continuous tracking and adaptation of goals which enables
achievement of critical success factors (Simons 1995). Diagnostic controls are associated
with mechanistic structures and to high control emphasis (Henri 2006), and thus are seen

to be leading to corrective actions and to exploitation (Bedford 2015).

Diagnostic systems have a restricting effect as they narrow the field of research and
increase efficiency by measuring tangible, exploitation related problems (McCarthy &
Gordon 2011; McGrath 2001). From the innovation perspective, they have an important role
in restricting excessive innovation and providing focus that is needed to finally realize
possible emerging opportunities (Chenhall & Morris 1995) or innovations. Still, diagnostic
systems can also be seen as enabling innovation and search to certain extent. As diagnostic

systems focus on outcomes of action and not on the way in which the desired outcome is
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achieved, also flexibility and incremental innovations are enabled during the innovation
process (Adler & Chen 2011). In addition, according to McCarthy and Gordon (2011)
motivating and monitoring employees through diagnostic systems may increase motivation
to better achieve intended goals due to easily understandable, tangible measures (McCarthy
& Gordon 2011). This is also supported by Mundy (2010) stating that pre-defined goals may
also encourage novel solutions due to their tendency to highlight problems and motivate
employees to achieve them. However, benefits of motivation due to diagnostic systems can
be considered controversial as they are mainly based on extrinsic rewarding and thus,
according to Simons (1995) they also may diminish intrinsic motivation which is important

especially for innovation and creativity.

Harmful effects of over emphasizing diagnostic control has had an extensive attention in the
literature. Furthermore, it is often argued that too much emphasis on diagnostic control and
thus, on efficiency related factors, may finally discourage innovation into an extent that finally
limits potential returns for the firm (Osborn 1998). According to McGrath (2001) it can be
argued that in case goals cannot be clearly defined, as often in exploration innovation,
diagnostic systems may turn against themselves and be even harmful. Examples of
diagnostic systems are measures like revenue growth rate or market share (Basto, et al.
2018).

As seen, all of the levers of control have their own unique features through which they effect
on employees exploitative and explorative behavior. In order to form a unified picture table
1 presents the main qualities of each control type including also factors enabling the
successful use of each lever. This framework will be further used as a basis of the empirical

part.
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TABLE 1. The categorization of MC tools

Lever of control Belief systems Boundary systems Interactive systems Diagnostic systems
Definition Used for Used to delineate Used to focus Used to monitor
systematically the acceptable attention to strategic | organizational
communicate and domain of activity uncertainties and to outcomes and
reinforce values, for participants and | build internal correct deviations
purpose and direction | establish limits, pressure to break out | from pre-set
for the organization based on pre- of narrow search standards of
defined business routines, stimulate performance
risks, to opportunity | opportunity seeking
seeking and encourage
emergence of new
strategic initiatives
Control type Feed-forward control | Feed-back control Feed-forward control | Feed-back control
Strategic variable Core values Risks to be avoided | Strategic Critical success
g uncertainties factors
§ Managerial solution | e.g. mission, vision e.g. codes of e.g.intra- e.g. revenue
8 (tools implemented) and value statements, | conducts, strategic organizational growth, markets
3 credos, statements of | planning systems networks, share
E purpose and operating information
) directives technology and face-
§ to-face meetings,
g brainstorming, stand-
pit events
MC tool usage Used/not used Used/not used Used/not used Used/not used
Desired effect(s) - Organizational - Employees - Active questioning - Progress towards
- values are understand the of practices and pre-defined goals
o) communicated and risks and possibility to - Continuous
E understood boundaries propose new tracking of goals
’i that must be innovative ideas - Continuous
g avoided - Possibility to modify | adaptation
o or minimized existing and to
g - Employee behavior | propose new forms
= constrained within of action
2 specified limits
=
§ Intended outcomes - Shared - Employees operate | - Common - Achievement of
vision/values. within specific understanding of critical success
- Inspired/motivated limits strategic factors
workforce uncertainties
Ambidextrous Explorative behavior Exploitative Explorative behavior Exploitative
outcome behavior behavior

Adapted from McCarthy and Gordon (2011), Mundy (2010) and Simons (1995).
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3.3. The behavioral outcomes of MC tools

As stated, all of the control of levers has an important role in promoting exploitation and/or

exploration and thus, together organizational ambidexterity. As described above, literature

has already recognized some general outcomes when using different types of levers.

Following McCarthy and Gordon’s (2011) proposition, a representation has been built to

describe the general cause-effect relationships recognized when using different levers of

control.

FEED-BACK CONTROL

Boundary systems

Diagnostic systems

FEED-FORWARD CONTROL

Belief systems

Interactive systems

AMBIDEXTERITY

EXPLOITATION

EXPLORATION

FIGURE 4. MC tool categories and their relationship to exploitative and explorative

behavior according to McCarthy and Gordon (2011).
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In figure 4 above, the behavioral outcomes according to McCarthy and Gordon (2011) have
been presented. Consequently, based on a simplified proposal, the use of boundary and
diagnostic systems representing more restricting feedback control lead to exploitative
behavior. The use of belief and interactive systems representing more enabling feed-forward
control again leads to explorative behavior. Furthermore, in order to achieve ambidexterity,
all of the control levers from the LOC framework should be included into a set of tools called
an MCS (Simons 1995).

However, a mere balance in using different levers of control does not necessarily lead to
realization of ambidexterity. This is because a balanced representation of different levers
alone does not mean that they are successfully implemented and used in the unit. Thus, in
order to design and use appropriate MCS to enable ambidexterity, managers need to
understand how MC tools used have been implemented into the unit, taking into account
the specific social context. The importance of control implementation is also supported by
the contextual perspective of ambidexterity, in which individuals are the actors realizing
ambidexterity. Hence, also experiences are treated as a central factor for the successful
implementation of MC tools or a specific MCS and thus, also in realizing ambidexterity.
Furthermore, the following empirical part takes into account also the user-side of MC tools

used in the innovation unit.
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4. CASE DESCRIPTION

This chapter starts the empirical part of the study and it focuses on describing the research
environment more specifically. In order to reflect the theory of achieving ambidexterity
through the use of different MC tools into real life context, financial sector has been chosen
to represent an environment that is facing radical chances and requires particularly. Next,
the changing market environment in financial sector is described after which the case

company and unit is generally presented.

4.1 Financial sector in change

Traditional financial institutions are in front of a big opportunity and a challenge as
digitalization is changing the industry at a fast pace. Smaller, more agile companies and
start-ups are challenging incumbents with new, some possibly even disruptive, financial
technology (FinTech) solutions and new ways to serve the customers. Trends as the Internet
of Things (loT), cloud computing, blockchain, analytics, robotic process automation (RPA)
and artificial intelligence among others are trends that are already shaping the industry (EY
2017). Traditional banks are against inevitable change as the market is already fragmenting
and industry boundaries are blurring. (Deloitte 2016; Deloitte 2015; Fasnacht 2009)

Incumbent firms are already in a vulnerable position due to their decades-old practices and
vast technology infrastructure. In addition, working in a highly regulated market environment
poses its own challenges. Furthermore, operating an extensive and complex banking
system requires vast amount of recourses and makes it especially difficult for traditional
banks to transform operations towards more agile modes of operation. Still, enterprise agility
— referred as “the ability to respond rapidly to opportunities and disruption” (Accenture 2018,
2), in fast changing market environment in financial sector is not a negotiable strategy but
rather as a necessity (Accenture 2018). This has also been recognized in many surveys,
reports and research conducted by large consulting firms around the world (look e.g.
Accenture 2017; KPMG 2017; Deloitte 2016; Accenture 2009).

The change has already been largely acknowledged among incumbent firms in financial

sector and organizations are now making large organizational changes and adopting new,
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more agile operating models while reducing factors causing organizational complexity
(Forbes 2017; Deloitte 2016). Whether these organizational changes in incumbent
organizations actually enable successful adaptation into future markets with new dynamics,
can only be guessed at. Still, without radical transformations, it is certain that the future of
traditional financial organizations is at stake. By enabling an ambidextrous approach agility

can be further supported.

4.2 Case company and unit

The case company chosen for the study is Nordea Bank Oyj, a large financial organization
operating in Nordic region. Company is a full-service universal bank and it operates in four
main business areas, including personal and business banking, wholesale banking and
asset and wealth management. Company can be classified as an incumbent as it has been

operating in the field already a long time. (Nordea 2019)

The study has been conducted more specifically in the case company’s R&D also referred
as the innovation unit or case unit. Case unit called the Commercial Hub, includes five
different smaller teams working around addressed focus areas including the affluent team
(savings), home owner team, daily banking and customer care team. (Interviewee B)
Commercial Hub is part of a bigger Nordic entity managed by COE Agile practice and
Transformation unit, which can be referred as PMO (Project Management Office) that

ensures and supports Agile way of working at the group level (Interviewee A).

The case unit comprises together around 20 employees and each of the teams consist
around five to six people. Every team includes one “Product Owner” described as the “owner
of the product or matter under focus” (Interviewee B). The Product Owner is responsible in
maximizing the value of the end product (Scrum 2019) and follows the progress of the work
regularly (Interviewee C). The main role of the Product Owner is to manage the team
backlog which includes different cases to be handled and prioritized based on their priority
and urgency (Interviewee B) while also operating “as the customer for the developer
questions” (SAFe for Teams 2019). Teams themselves are self-organizing and do not have

a leader in its original meaning. In addition to the Product Owner, each team has a
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responsible “Scrum Master” serving the team and helping Product Owner in his/her daily
work. The role of a Scrum Master is described as the “agile ambassador” who is working to
remove extra barriers and to create seamless workflow for the team (Interview B). To put
simplistically, it can be said that Product Owner is responsible on “what” the team does and

Scrum Master on “how” it is done (Interview B).

The case unit under focus is following a certified SAFe ® framework (look Scaled Agile
2019a) in its operations to achieve agile way of working, which creates good premises also
for OA to realize. This is supported also by Lu and Ramamurthy (2011) by stating that
ambidexterity naturally includes the concept of agility. Thus, the context of the study is seen

as well suitable for implementation of ambidextrous MC tools in practice.

4.3 Agile way of working

The case unit operates through certified Agile working method (look Scaled Agile 2019) to
achieve agile way of working. Agile solution includes a framework and description on how
to organize the operations and more specific details about specific working methods. It is
built for complex organizations to be able to scale Agile across the organization (Agile
2019b). Agile working method can be adjusted according to organizational and unit-based
needs. In order to understand the operations in the case unit, interviews, information found
from the official Scaled Agile site (Scaled Agile 2019a) and related study material (SAFe for

Teams 2019) received from the unit has been used.

All of the units in the Commercial Hub operate through Pl-periods (Program Increment
periods) which last three months. Each Pl-period is further divided into six smaller sprints
each lasting two weeks. (Interviewee C) The first sprint called “the spike” enables exploration
through research, design, investigation, exploration and prototyping (SAFe for Teams 2019).
The middle sprints are for idea testing and execution and last one is called “the innovation
sprint” which is used to dedicate time for innovation, education and planning next Pl-period
(SAFe for Teams 2019; Interviewee C). In addition, the last sprint can be used to finalize

work from the last Pl-period (SAFe for Teams 2019; Interviewee C).
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Each Pl-period can include many “features” all of which have been sized or split into the
three-months period (Interviewee A). These features represent a problem or case prioritized
by the Product Owner from the team backlog. (Interviewee B) Product Owners engage also
developers into feature prioritization in meetings called “the backlog refinements”
(Interviewee C). For the prioritized features, Product Owner designs “acceptance criteria”
that need to be filled in order to finish each feature (Interviewee B). To be able to ensure the
viability of acceptance criteria, Product Owners often confirms them with the employees
(Interview B). After these steps have been performed, team starts to build “user stories” that
can be described as “containers for user or customer value” (SAFe for Teams 2019). These
stories are descriptions about functionality components expressed from the user’s point of
view. They are more specifically phrased: “as a customer | want <activity> so that <business
value>....” (SAFe for Teams 2019; Interviewee B). Finally, as these user stories have been
finished, innovation team creates another acceptance criteria that need to be achieved in

order to be able to finalize the user stories.

The entire Pl-period divided into six two-week sections also includes specifically defined
“ceremonies” that innovation teams carry out regularly (Interviewee C). During one Pl-period
work flow is controlled through: daily standups and backlog refinement sessions in the end
of Pl-period (SAFe for Teams 2019; Interviewee B). Working progress and value generated
from the work is demonstrated in the end of every sprint in the Sprint Demos (SAFe for
Teams 2019; Interviewee B). Also, for retrospection and improvement has its own time every
two weeks and these meeting are called Retros (SAFe for Teams 2019). Finally, for the
planning and alignment “Pl-planning” is used and carried out in the end of Pl-period (SAFe

for Teams 2019; Interviewee B; Interviewee C).

Consequently, the whole development process in the case unit is a well-defined and clearly
structured process based on SAFe ® framework and Agile way of working. Teams in the
innovation wunit are built as self-organizing, self-managing and cross-functional.
Furthermore, innovation work is done through these Pl-cycles (SAFe for Teams 2019) and
operations are based on continuous improvement (SAFe for Teams 2019) which also
enables variations in the way of working between the different teams. Thus, by taking this
into consideration, the level of analysis in unit level and the results are analyzed from the
perspective of common working methods excluding the possible team specific

characteristics.
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5. RESEARCH METHODOLOGY

This chapter clarifies the methodological specifications for the study. The aim is to first
present the chosen research approach and more specific study design. Second, the data
collection methods are defined and more specific clarification regarding the data analysis is
introduced. Finally, critical evaluation regarding the research is done including the

assessment of factors affecting to the research quality and recognized research limitations.

5.1 Research specifications

This research is done through qualitative approach. Qualitative research method was
selected due to the interest and need to better understand the social reality around the use
of different MC tools (Saaranen-Kauppinen & Puusniekka 2006a). Qualitative research
method is also supported because it enables in-depth understanding of individual views and
perspectives (Yin 2011, 7-8). In addition, qualitative research method covers the contextual

conditions which may have an essential effect on the results (Yin 2011, 7-8).

Furthermore, a case-study approach has been selected as the research method to study
the phenomena under focus. A case-study perspective was selected as the objective is to
understand a single event and a restricted entity. In addition to this, a case-study approach
is able answer why and how — type of questions (Yin 1994, 5-13) in which the intent is not
to reach generalized knowledge but to acquire understanding that is unique in that specific

moment and context (Saaranen-Kauppinen & Puusniekka 2006b).

Characteristic for case-study interviews are used to gather the material needed for the
research. As the focus of the interviews is a specifically defined area of interest, a semi-
structured research is used (Yin 2014, 110; Saaranen-Kauppinen & Puusniekka 2006c¢). In
addition, semi-structured interview utilizes pre-defined questions still providing possibilities
also for spontaneous conversation (Eskola & Suoranta 1998) which can be considered as a

benefit when exploring individual experiences.

Unlike qualitative research often, this research cannot purely use inductive reasoning as

observations relating to the research are based on existing knowledge. According to Laine,
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Bamberg and Jokinen (2007, 38) particularly in case-study approach it is characterized that
theories and concepts can also be used in advance to guide the collection of material and
in carrying out the research analysis, which diverges from the inductive understanding. On
the other hand, neither deductive approach can be used to describe the reasoning used in
this research as the analysis of this study is not based on an existing theory or model.
Rather, relevant knowledge from existing research has been collected to guide the empirical
research. Thus, certain combinative approach of inductive and deductive perspectives is
considered as best to describe the type of reasoning used in this study (Saaranen-
Kauppinen & Puusniekka 2006f). According to Grénfors (2008, 17-18), when results do not
unfold based on mere observations, abductive reasoning can be used to describe the type

of reasoning.

5.2 Gathering the empirical data

Data collection is done to seven different people where first three present “the managerial
side” of the research and last four “the employee side” of the study. All of the interviewees
are kept as unidentified and separated with their own alphabet. Partly pre-defined questions
have been formed for the research in order to acquire information from a particular issue.

Still certain freedom for the research is enabled.

Interviewees for the research have been chosen by utilizing a snowball sampling technique
(Saaranen-Kauppinen & Puusniekka 2006d). Both, the management and employee
interviewees are found through the recommendations of interviewees themselves or through
their colleagues. The presented number of interviewees was considered satisfactory due to
well selected informants and observed saturation of the material (Saaranen-Kauppinen &
Puusniekka 2006e). The quality of interview data can be seen increased due to the sampling
method, especially because the most experienced employees in the innovation unit were

found for this case-study.

First interviewee (Interviewee A.) works in the Nordic level, managing the Agile practices
and organizational transformations in all innovation units in group level. Second

interviewees (Interviewee B, and interviewee C) are operating as management-level
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decision-makers with the innovation teams. These interviewees have been titled according
to SAFe® Agile framework (Scaled Agile 2019) as Product Owners. All first three
management interviews were done by following the first interview pattern (Appendix 1) which
is addressed to the management. Next four interviews relate to second employee interview
pattern (Appendix 2) which is addressed to “the employees”, meaning the developers. Last
four interviewees operate as developers in the innovation unit from three different teams.

Interview details are more specifically presented under (look Table 2).

TABLE 2. Data gathered for the research: profiles of the interviewees

INTERVIEWEES TITLE INTERVIEW PATTERN | INTERVIEW TIME

Interviewee A. Business Change Pattern 1. 46 min
Lead

Interviewee B. Product Owner Pattern 1. 1h 7 min

Interviewee C. Product Owner Pattern 1. 45 min

Interviewee D. Innovation team Pattern 2. 1h 6 min
member

Interviewee E. Innovation team Pattern 2. 45 min
member

Interviewee F. Innovation team Pattern 2. 47 min
member

Interviewee G. Innovation team Pattern 2. 40 min
member

5.6 Research quality

The terminology in qualitative research divides opinions and debate exists whether the
traditional way of evaluating quantitative research through validity and reliability can be used
to evaluate the quality of qualitative research as well (Kortjens & Moser 2018; Morse, Barrett,
Mayan, Olson & Spriers 2002). In this research credibility, transferability, dependability and

confirmability are used to assess the quality of the study.

Credibility refers to an idea whether the presentation of the data is associated with the

participants’ understanding and thus, if the findings are eligible (Kortjens & Moser 2018;
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Anney 2014). On this behalf, credibility was improved by conducting relatively long
interviews with pre-defined structure, and by enabling also free conversation during the
interviews. In addition, multiple methods for data collection was used. In addition to
management and employee interviews, also company sites, official Scaled Agile (2019)
pages as well as material received from the company were used to reflect the interview

findings.

Transferability evaluates whether the findings from the research can be used also in other
settings (Kortjens & Moser 2018; Anney 2014). Regarding the categorization of MC tools,
the table can be used to evaluate control tools’ capability to support OA in other
organizational entities dependent from the industry. However, regarding the interviews, the
outcomes are not generalizable and thus, the results are not transferrable to other contexts

or settings.

Finally, confirmability relates to the validation of the qualitative data and that the findings
can be confirmed from the perspective of other researchers (Kortjens & Moser 2018; Anney
2014). Dependability relates to how clear, traceable and logical the research is and further
how traceable the study is in the long term (Kortjens & Moser 2018; Anney 2014). Both of
these can be evaluated through an audit trail. Confirmability and dependability have been
improved by being transparent with the research process and by describing each step
carefully during the research from the development phase to reporting. In addition, the
interview patterns have been presented in the appendixes and more specific interviewee

specifications have been represented.
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6. ANALYSIS AND EMPIRICAL FINDINGS

This chapter presents the empirical findings of this research and answers to both second
and third sub-questions. Interview findings are presented per each MC category for both
management interviews and employee interviews. First, the results of management level
interviews are reviewed and identified MC tools are presented. Second, employee

interviews are explored to analyze the success of control implementation.

6.1 MC tools in the innovation unit

First phase in the analysis is about recognizing the used MC tools. To be able to
systematically find different MC tools related to different control lever categories,
categorization of MC tools (look Table 1) was used to structure the interview pattern for
management (look Appendix 1). In accordance with the categorization of MC tools the
strategic variables are first recognized after which the managerial solution, meaning the MC

tools in use, are presented per each lever of control.

6.1.1 Belief systems

The strategic relevance of belief systems is to guide action through commonly known and
accepted principles and beliefs. As presented previously, belief systems can be seen as
tools that inspire and create commitment to organization’s core values. Belief systems are

especially important for inducing exploration behavior.

Based on management interviews, organizational values were recognized as the used MC
tool under the category of belief systems. Organizational values, defined as: collaboration,
ownership, passion and courage (Nordea 2019a) were recognized by all management
interviewees and they are described to be in active use as part of the work in the innovation
unit. For example, interviewee C more specifically stated: “...these values guide all activities
and it is thought that employees should confront them so often and in so many ways that

they start to understand their meaning.”.
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Furthermore, specific tools that were used to promote values were also identified from the
management interviews. Tools that emerged from the management interviews were value
mats, value-based structuring of customer feedback, value-based structuring of employee
satisfaction query, Skype-meetings, value stickers and interactive screens. Value mats were
recognized by all management interviewees and were described to be used part of the work
in the innovation unit. For example, interviewee B stated: “...a value mat has been given for
every superior and | still use it a lot. [...] Even today it [value mat] is a fantastic way for

example to create team spirit and else.”

Other value-based tools used as part of the work in the innovation unit were customer
feedbacks as well as employee satisfaction queries that both are structured based on four
value principles and are done regularly (Interviewee C). Also, Skype-meetings had a
recognized role in promoting values in the R&D unit. It was mentioned that Skype-meetings
are used actively especially by higher management in their communication while
simultaneously promoting the essential values of the organization (Interviewee B). Finally,
also some physical details engaging employees to the organizational values were brought
out. These were stickers in mirrors and walls reminding from the organizational values with
different slogans (Interviewee A; Interviewee B). One example of these was noticed also by
the researcher as in the kitchen area of the innovation unit a sticker was reminding
employees to keep the kitchen clean with a slogan stating: “Take ownership. Keep the
kitchen clean.”. Similar kind of idea is also used in interactive screens around the company

office sometimes reminding employees of the company values (Interviewee A).

6.1.2 Boundary controls

The ultimate idea of boundary systems is to delineate the innovation activity into certain,
more specifically defined operation areas to avoid irrelevance and inefficiency, thereby
avoiding also the realization of certain pre-defined business risks related to opportunity
seeking. The role of boundary systems is thus more restricting but equally important.

Boundary systems are often seen to be promoting exploitation innovation.

The strategic variable related to boundary systems is “risks to be avoided”. Furthermore,

several kinds of risks were brought out; person related risks, risks of losing Agile way of
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working, risk of interruptions, innovation risk, reputation risks, legislation and compliance
risks. Person related risks was seen to be related to stalling of daily work for example due
to illness or change of an employer (Interviewee B). Also, risk relating to integration
problems was noticed. This was more specifically identified as a situation in which personnel
do not engage in Agile way of working which poses a risk of destroying the Agile mode of
operation (Interviewee B). Also risk of interruptions was considered as important due to
especially time management problems. From the management perspective, the intention is
to optimize the time management in the innovation unit (Interviewee C). Thus, possible “side
orders” are seen as risk and they should be controlled (Interviewee B; Interviewee C). Also,
innovation risk was recognized by interviewees. More specifically, if the innovation unit or
teams in it focus too much on being “inside-out instead of outside-in”, innovations generated
may not meet with the real customer needs (Interviewee C). Finally, possible risks relating
to reputation, legislative violations and risks relating to compliance were also mentioned.
However, as these last three risks, according to the management interviewees, were
outsourced from the employees’ range of responsibilities and they have their own

specialized units (Interviewee A), they are not taken into account in this study.

Next, the interviews focused on tools to manage these risks in order to be able to prevent
their realization in practice. Person related risks relating to pauses in work, in case of
employee absence, is responded with a practice where the range of responsibilities are
shared and are not only on one person’s shoulders (Interviewee A; Interviewee B;
Interviewee C). This kind of practice concerns especially tasks called the features and user
stories, related to Agile practices (Interviewee B). Risk relating to integration and
engagement to Agile way of working again was described to be managed through a
Capability lead, Product Owner and Scram Master that are expected to notice and observe
these risks (Interviewee B). In addition, employees themselves have been trained to Agile
way of working through certified trainings. Thus, also employees themselves have an
important role in noticing and reacting to these integration and engagement problems

(Interviewee B).

Third risk that was recognized was the risk of interruptions and interrelations. Management
solution or tool to avoid this to realize belongs to Agile way of working as a general practice
and is handled in two ways. First, team-specific responsibility areas have been applied

(Interviewee A, Interviewee B; Interviewee C). All four teams, including the Affluent, Home
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Owner, Daily Banking and Customer Care team, have their own responsibility areas, which
also enables to restrict the operating area of each individual team. In addition, another tool
is titled job descriptions among team members. As already mentioned, every team has
usually their own entitled Scram Master and Product Owner in addition to developers
themselves. According to management interviews both Scram Master and Product Owner
have their role as “blockers” of unnecessary distractions and interruptions (Interviewee B;
Interviewee C). However, their role from that respect differs from each other. Scram Master
is part of the daily work in innovation teams and his/her responsibility is to remove
impediments and protect the team from outside influence that are related to the daily work
matters (Interviewee B). Then again, Product Owner mainly manages the team backlog and
selects larger issues waiting to be processed and thus, is not present in the daily work of
the innovation team continuously (Interviewee B). Due to this, Product Owner operates also
as a blocker but mainly for issues that require possible action in refining the backlog

(Interviewee B).

Finally, also innovation risk was identified due to a possible tendency to produce inside-out
innovations instead of outside-in thus, ignoring the actual customer needs in the
development work. This was considered as crucial as the capability of the innovation unit to
be profitable is largely dependent on its ability to produce innovations that respond to
customer needs (Interviewee A; Interviewee B; Interviewee C). This risk is well
acknowledged in the unit by every management interviewee and tools recognized to
encourage employees to outside-in innovation was recognized. First, the prioritization of
different features is partly based on customer feedback. Thus, when the same issue is
highlighted from the customer feedbacks received, it is prioritized higher for more urgent
handling (Interviewee A). Furthermore, as the feature prioritization is partly weighted based
on customer value estimation, the innovation process often leads to innovation that leads to
fulfillment of customer needs (Interviewee B). Still, as the prioritization includes also a variety
of other weighted factors, customer needs are not always the premise of the problem which
may also lead to obsolesce in innovations (Interviewee B; Interviewee C). Another tool used
are user stories built under one feature. As previously described, user stories are made by
employees and are phrased from customer’s perspective. This enables to look each
development project from the customers point of view and to direct the focus of innovation
more towards the users themselves. In addition, continuous discussion on being outside-in

is stimulated and encouraged continuously (Interviewee C). Finally, to promote outside-in
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thinking, also other more specific methods and tools such as service design, customer
surveys and customer interviews are used as a tool to be more user-oriented and to guide
the development process (Interviewee B). The use of these tools however, is not unified and
their use is not consistent between the different teams nor inside the teams and thus, are

left out from this review.

6.1.3 Interactive control of lever

Interactive systems focus on strategic uncertainties of external environment and as tools
they can be seen promoting interaction between the employees and management.
Interactive systems encourage employees to seek new opportunities. Thus, the role of

interactive systems is more liberating and promotes exploration.

For the interactive systems “the strategic variable” is defined as the strategic uncertainties.
Based on the management interviews, several strategic uncertainties could be recognized.
These uncertainties included digitalization, small agile actors, economy and business
cycles, customer needs and behavior, the fulfillment of corporate social responsibility as well
as the regulation in the banking sector. However, as already stated, risks relating to
regulation are externalized from the developers operating area and thus, are not considered

further in this case.

Furthermore, the identified interactive tools to manage the strategic risks relating to the
external environment are meetings and ceremonies relating especially to innovation sprints
and backlog refinement sessions (Interviewee B; Interviewee C). Agile way of working itself
includes several ceremonies including interaction. Most relevant ceremonies for this
purpose were seen to be the last sprint called the “innovation sprint” where time is reserved
for different innovation events as workshops and “hackathons” (Interviewee B; Interviewee
C) Also the backlog refinement sessions were identified as another tool. In backlog
refinements developers can bring their own ideas to the backlog and the required interaction
between the employees and managers realizes through Product Owner that is hosting these

meetings (Interviewee B).
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6.1.4 Diagnostic control of lever

Diagnostic systems have an important role in restricting excessive innovation and thus,
providing efficiency and ensuring productivity. As restricting controls, they promote
exploitation. Diagnostic systems focus on achieving the critical success factors defined for
the operating entity. Thus, in order to be able to identify the most important diagnostic tools
used in the innovation unit, critical success factors are first recognized based on

management interviews after which the tools are identified.

For the diagnostic systems “the strategic variable” is defined as the critical success factors
of the unit. Based on the management interviews, they are recognized as; increasing sales
and customer satisfaction as well as improvement of digital transformation all of which are
continuously monitored and quarterly and yearly reviewed for possible adjustments in
operative action (Interviewee A). Furthermore, the effectiveness of implemented innovations
was mentioned as a measure to follow these (Interviewee B). Identified success factors are
measured in each team differently, and diagnostic tools vary by team and their expertise
area. In Affluent team, net flow of savings is measured, in Home Owner team mortgage
markets shares and weekly sales of new mortgages are monitored, in Daily Banking team
availability (time to get service) is measured, and in Customer Care team customer
satisfaction should be rising (Interviewee C). However, according to interviewee C, action
tied into these quantitative goals, especially when talking about sales, is not fully
implemented into practice and teams are with varying intensity tracking the sales numbers
under their own expertise area. In addition to team specific goals, diagnostic tools are also
set based on each feature by specifically taking into consideration the case related
specifications (Interviewee B; Interviewee C). However, as the feature specific diagnostic
tools are not directly related to the critical success factors defined for the unit, feature level

diagnostics are excluded from the study.

6.2 Control implementation in the innovation unit
To be able to confirm the implementation of recognized MC tools and finally, their ability to

enable ambidexterity, employee interviews (interviewees from D to G) were conducted (look

Table 2, page 39). Next, each control lever category is similarly reviewed from the employee
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interviews. Interview questions (look Appendix 2) were structured based on the
categorization of MC tools (look Table 1) which includes the evaluation of control

implementation.

6.2.1 Belief systems

Based on management interviews, MC tools relating to belief systems in the innovation unit
were recognized as the organizational values. Furthermore, specific tools categorized under
the organizational values are value mats, value-based structuring of customer feedback,
value-based structuring of employee satisfaction query, Skype-meetings, value stickers and
interactive screens. Based on all employee interviews, only value mats were mentioned by
all interviewees. In addition, Skype meetings was mentioned by two (Interviewee E and
Interviewee F), value stickers were recognized by one (Interviewee G) as well as the
interactive screens (Interviewee E). Consequently, value-based structuring of customer
feedback and employee satisfaction query were not recognized in any of the employee

interviews.

For the belief systems, the desired effect is defined as: organizational values are
communicated and understood. Additionally, the intended outcome is defined as: “shared
vision/values and inspired/motivated workforce”. To understand whether the desired effect

and intended outcome is realizing, employee interviews are analyzed.

Based on all employee interviews, organizational values are recognized well among all and
each could name all of the values specifically and further to also indicate their meaning from
the personal perspective. However, based on all employee interviewees the communication
of the values could be clearly recognized but only focusing to the moment when the values
were first launched two years ago. An exception from this are management Skype-meetings
that were described as still regularly reminding employees from the organizational values
(Interviewee E; Interviewee F). The value mats identified by all of the employee interviewees
were described to be out of use or hardly in use nowadays. Value stickers were still seen
sometimes (Interviewee G). Interactive screens were described as not in use (Interviewee
E). Still, even though the recognized value tools are hardly existing in the home office and

in the innovation unit, all employees could describe situations when values were brought up
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in the daily work. Interviewee E and interviewee D said that these values nonetheless live
among employees in Nordea and now and then, values are raised to the discussion. This
was supported by all the other interviewees in different ways. Interviewee F for example
noted that values can be used among the developers in rhetorically to challenge action that
is not in accordance with the values. As Interviewee D said: “we kind of have a humoristic
working environment so that we sometimes also use values ironically, using a locution:
‘yeah, that was truly an ownership there!”. In addition, interviewee F described that values
are also used to point out grievances in practices for example if the action is not in line with

the Agile principles.

Consequently, based on the fact that every employee interviewee could name each value,
it is inferred that values are communicated well. Also, as every employee could describe the
meaning of each value to themselves, it is interpreted that values are also understood. Thus,
organizational values are communicated and understood according to the desired effect.
Furthermore, the desired effect can be seen realizing relatively well. In addition, based on
the fact that each employee interviewee could describe daily work situations where values
have been brought up, it is interpreted that values are also shared among employees.
Furthermore, as employees felt the organizational values fitted to their own set of values,
also workforce can be seen as inspired and motivated through them. Thus, values are
shared, and employees are motivated and inspired trough values according to the intended

outcome. Consequently, the intended outcome is enabled.

6.2.2 Boundary systems

Based on management interviews, several risks to be avoided were recognized by
management related to opportunity seeking. These were person related risks, risks of losing
Agile way of working, risk of interruptions and innovation related risks. Based on these risks,
different MC tools were categorized. Person related risk to control the stalling of daily work
is controlled through a principle that: responsibilities are shared relating to features and user
stories. Another person related risk is integration and engagement to Agile way of working
and is managed through responsibilities of a Capability Lead, Product Owner and Scram
Master as well as developers own responsibilities to react. Risk of interruptions and

dependencies are controlled with a team-specific area of responsibility and titled job
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descriptions among team members. Finally, the innovation risk meaning a tendency to
produce inside-out innovations instead of outside-in innovations is controlled through two
different tools. First one is a feature prioritization method that highlights customer feedback
as a factor raising the criticality of the issues. Second, the user stories are built by the team

developers to guide the action.

For the boundary systems, the desired effect is defined as follows: “Employee behavior is
constrained within specified limits and employees understand the risks and boundaries that
must be avoided or minimized.” In addition, the intended outcome is defined: “Employees
operate within specific limits.” To understand whether the desired effect and intended

outcome is realizing, employee interviews are analyzed.

When employee interviewees were asked whether they recognize the principle: “No one is
responsible for a specific feature or user story alone”, all interviewees identified it in their
work. Further, it was asked, how meaningful do they see this principle in their work. Still, all
consistently described the principle as very important. Reasons varied from the fact that in
case of absence, work can still be continued (Interviewee E), also because work is more
efficient, and the quality of the work is better (Interviewee D; Interviewee F). Also, work was
considered more enjoyable because of better personal sense of security due the fact that
the work continues (Interviewee D; Interviewee F). Finally, it was asked whether this
principle is actually used in the unit. Responses in this regard varied depending on which
team was discussed. As interviewee D said: “| have experience from both, and it [the
realization of the principle] largely depends on the dynamics of the team, meaning; whether
individual performers or group spirit is present.” Furthermore, interviewee E stated:
“...previously [in the previous team where the developer worked] it could be so that features
and user stories were left only under one developer’s responsibility, despite the fact of what
Agile principles says.”. Also, interviewee F thought that this principle could sometimes work
better. On the other hand, interviewee E stated that: “| would say that it [the principle] works
well especially in this team now.” Also, interviewee F said that this principle works well on
his/her perspective. As a consequence of this analysis, it can be said that principle and its
importance is recognized among all interviewees in the daily work. Thus, the desired effects
are considered to be realizing. However, as the realization of the principle varied due to the
notice that this principle does not actualize in all teams, the intended outcome does not

realize.
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Another person-related risk of integration and engagement to Agile way of working is
managed according to management interviewees through responsibilities of a Capability
Lead, Product Owner and Scram Master as well as developers’ own responsibilities to react.
When analyzing the employee responses to the statement: “Agile way of working is actively
promoted in your team and unit and possible deviation is actively managed”, the answers
were different from each other. Despite the fact that every employee interviewee identified
this principle as an important for their work, its realization was not always described as
successful. Interviewee D said: “Even though we regularly have our Agile ceremonies, it
does not mean that we automatically have an Agile operating model. | feel in our team it is
largely dependent on team expertise and discipline how Agile we are. It is easy to slip back
to the old process model and project-based working”. Furthermore, interviewee E said: |
would say that yes, it [the principle] has been made visible, but possible deviations are not
always 100 percent intervened.”. On the other hand, interviewee F experienced that this
principle realizes well in his/her unit: “Yes, we do follow this [principle] very strongly as we
have this everyday ‘daily’ [daily stand-up] and as our work is also very transparent, you can’t
really slip through.”. It was also mentioned by some interviewees that Agile way of working
should not necessarily be always compulsively maintained as it may for example slow down
the work. This was observed to possibly create collusion between employees as some
experienced the Agile way of working as especially important. In addition, it was felt by one
interviewee that the development of employees as Agile professionals is not encouraged
and supported enough and personal development on that behalf is mainly left on employee’s
shoulders. This can be seen as negatively effecting on employee’s capability to maintain the
Agile way of working. Furthermore, it was recognized that there was unclarity or
unwillingness to take a stand on whose responsibility it is to actually ensure that this principle
realizes. Consequently, Agile way of working according to management interviewees is
managed through responsibilities of a Capability Lead, Product Owner and Scram Master
as well as developers own responsibilities to react. However, based on employee interviews,
these responsibilities are not equally well in use in every team. Thus, the desired effect or

intended outcome cannot be seen realizing.

Third risk that was recognized is the risk of interruptions which are controlled with a team-
specific area of responsibility and titled job descriptions among team members according to

management interviews. Both tools are fixed part of work in every team and well interpreted
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as well recognized. Furthermore, when analyzing the realization of this boundary control,
employees were asked whether they think the following principle is actualizing in their unit
and team: “Possible ‘side orders’ interrupting the daily work are effectively prevented.”. All
of the respondents identified this principle as important in their work. Furthermore,
Interviewee D responded that: “It [the realization of this principle] depends on the size of the
possible order.” Furthermore, one interviewee said that Product Owner has a crucial role in
here and according the experience, some Product Owners are like walls and enable work
without any disturbances. On the other hand, it was noted that some Product Owners are
‘leaky as sieve”. Interviewee E described that: “| clearly see that we have more peace to
work nowadays ...we do what we have planned beforehand at least around 85 percent of
the time.” Interviewee F also said that: “| think we have managed to work without extra side
orders on the table... Scram Master and Product Owner kind of protect the team from them.”.
Consequently, the importance of this principle is well understood however, employee
behavior is not constrained entirely on this behalf. Thus, the desired effect or intended

outcome does not fully realize.

Fourth risk relating to a tendency to produce inside-out innovations instead of outside-in
innovations is controlled through two different tools. First, whether a feature prioritization
and second, whether user stories, built by the team developers, guide the action.
Furthermore, these tools are a solid part of the Agile way of working in the unit and they are
well recognized among employees. In addition, their use is monitored and based on guided
work through information technology and thus, the effectiveness of these tools is not
questioned. Consequently, both the desired effect and intended outcome is realizing on their
behalf.

6.2.3 Interactive systems

Strategic uncertainties relating to interactive systems based on management interviews are
digitalization, small agile actors, economy and business cycles as well as customer needs
and behavior. The recognized interactive tools to manage these meetings/ceremonies are
defined as the backlog refinement sessions and the innovation sprints. Both tools are

generally recognized in active use and described to be a fixed part of the work.
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Furthermore, the desired effects of using interactive systems are: “Active questioning of
practices and possibility to propose new innovative ideas” as well as: “Possibility to modify
existing forms of action and to propose new ways is made easy for everyone”. In addition,
the intended outcome is defined as “Common understanding of strategic uncertainties.” To
understand whether the desired effect and intended outcome are realizing on behalf of these

tools, employee interviews are analyzed.

First employees were asked whether they think the innovation sprint provokes active
questioning of practices and enables possibility to propose new innovative ideas. According
to employee interviews the innovation sprint was recognized as such. All employees
recognized the innovation sprint as enabling the questioning of practices and providing a
possibility to propose new innovative ideas. However, it was mentioned by the interviewees
that the innovation sprint is also used to finish unfinished tasks and thus, the actual time
allocated for the innovation and brainstorming is not that clearly defined. Furthermore, its
duration and the way it is actualized may vary a lot. According to interviewee G: “...
[innovation sprint’s] content may still vary depending on teams because it's used to also
finish old and unfinished tasks.” However, according to interviewee E: “... usually we always
have tried to take time also for development and innovation then [during the innovation
sprints].”. Next, it was asked whether employees felt that in the innovation sprint, a possibility
to modify existing forms of action and to propose possible new ways is made easy for
everyone. This was accepted by all and as interviewee G said: “... [the innovation sprint]
aims doing things differently allowing ideas to flow.” Furthermore, there was no recognized
hindrances on this behalf. Consequently, the desired effects can be seen realizing however,
only to the extent where time is reserved for innovation and brainstorming. Furthermore, as
there is no fixed time for innovation, the potential of the innovation sprint to operate as
interactive system to the full extent is limited. Based on this, the innovation sprint enables

also the intended outcome.

Next it was asked on regarding the backlog refinement session whether employees feel that
it provokes active questioning of practices and further gives a possibility to propose new
innovative ideas in their unit. All interviewees responded that they think this is mostly true.
However, it was mentioned by one interviewee that the extent to which the backlog sessions
support questioning and possible new ideas is much dependent on how responsive the

Product Owner is. According to interviewee: “There have been examples where the Product
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Owner might have been too controlling and stepped out of the Agile way of working. This, |
see, can affect to the innovative environment negatively.” In addition, interviewee D noted

that even though backlog refinements are places where “...things can be questioned”
interviewee felt that this is largely a person-related principle whether it realizes or not as
some are more courageous to raise issues than others. Further, it was asked whether
employees felt that the backlog session gives a possibility to modify existing forms of action
and to propose new ways and whether it is made easy for everyone. Employee interviewees
felt that everything can be questioned. Still, it was mentioned that proposing new ways
needs to be well reasoned and it came out that in some cases high tolerance is kept before
changes are presented. Interviewee D for example stated that: “...then we had a justification
that we don’t see the benefits for this [presented change], but it still took quite a long time
until we managed to bring it out.”. Consequently, the desired effects can be seen realizing
relatively well but sometimes high tolerance is kept before bringing new ideas into table.
Consequently, on behalf of the backlog refinement sessions, the intended outcome is mainly

enabled.

6.2.4 Diagnostic systems

Based on management interviews, three critical success factors for the unit were
recognized; increasing sales and customer satisfaction and improvement of digital
transformation. As the innovation unit operates through different teams in varying
specialization areas each success factor is tailored per team. Furthermore, diagnostic tools
used were specified as follows: in Affluent team net flow of savings is measured, in Home
Owner team market shares of mortgage markets and weekly sales of new mortgages are
monitored, in Daily Banking team availability (time to get service) is measured, and in
Customer Care team customer satisfaction should be rising. Thus, all diagnostic tools are
quantitative and focused on either sales or customer satisfaction. Furthermore, the role of
diagnostic tools monitoring the digital transformation in the unit remained unclear and no

diagnostics were brought up in that regard in management interviews.

Relating to diagnostic controls the desired effects are progress towards pre-defined goals,

continuous tracking of goals and continuous adaptation. In addition, intended outcome is
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defined as the achievement of critical success factors. To understand whether the desired

effect and intended outcome is realizing, employee interviews are analyzed.

Consequently, when employees were asked whether their work is based on pre-defined
goals and measured regularly, all employees’ interviewees agreed. When employees were
asked to describe these goals, they described that their goals are set per each sprint, for
every two weeks. These goals were specified as different acceptance criteria, user stories,
and goals set by the Product Owners and developers specifically for each Pl-period and
separate sprint (Interviewee D; Interviewee F; Interviewee G). Furthermore, when
employees were asked to describe the goals generally set to guide their work, all identified
them mainly as qualitative. According to interviewee E: “I think that maybe they [goals] could
not even be quantitative in our work. [...] They [goals] are maybe more qualitative.” Finally,
when mentioning about the defined diagnostics per team, employees described their role as
quite small in their work. For example, according to Interviewee F: these kinds of business
objectives are of course sometimes explicitly defined for some features.” however,
according to interviewee, they cannot be followed in short-term and thus, their role in work
remains low. Furthermore, it can be noted that the critical success factors defined for the
unit are not set to engage employees to work towards them consciously and progress and
deviations relating to them are not actively followed. However, it should be noted that as MC
tools should promote effective innovation in this case, the effects of engaging employees to
follow these success factors in short-term should at least be questioned. This is due the fact
that too much focus on efficiency and numeral goals may harm the innovation work in the
end, as noted in the theory part. Consequently, the use of quantitative goals should be
considered by each team separately. For example, measuring customer satisfaction in
short-term may not give relevant picture about the real impacts of how effective the
innovation work actually is as results often realize in longer-term. However, regular
monitoring of net flow of savings or weekly sales of mortgages, that are also defined as
success factors, could possibly enable better focused innovation activity. To conclude, it can
be stated that based on employee interviews, critical success factors are not engaging
employees actively to progress, track and adapt their action, leading to a situation where
the desired effect of diagnostic tools is not realizing. Thereby, the actualization of intended
outcome is not enabled either. Consequently, the critical success factors followed by
management and tools implemented for their measurement are rather kept as indicators for

higher management. This can be considered as an expected result as in management
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interviews it was noted by interviewee C, that the above-mentioned quantitative tools used
to monitor the critical success factors of the innovation unit are not connected well into the
daily or weekly work of the innovation unit. Furthermore, a conflict between the managerial
intentions and work in the innovation team can be noticed as the work in the unit is largely
guided through qualitative goals even though the management follows operations through

quantitative tools.

6.4 MCS and ambidexterity in the innovation unit

After analyzing the used MC tools and their implementation in the unit, the final implications
can be made to assess whether different MC tools work according to the defined
requirements, and further whether different control levers are supporting exploitative and
explorative behavior. For this assessment, the categorization of MC tools (look Figure 1) will

be used to reflect interview results into the theory reviewed.

Regarding the belief system, organizational values were recognized as used management
control system. However, on that regard hardly any tools identified by the management to
promote the existence of these values were identified by the employees to be in active use.
Thus, values are mainly used in random occasions through employee’s own initiatives.
Furthermore, the organizational values are in use in the innovation unit, but their existence
is not strongly supported which limits the potential of the belief system to provoke
exploration. Still, both the desired effects and the intended outcome are realizing on behalf
of belief system. Regarding the boundary system, several control tools were implemented
in use according to management interviewees. In addition, all of these tools were recognized
by the employee’s interviewees and identified in active use. However, recognized boundary
tools were partly used inadequately which prevents the realization of the desired effects and
intended outcomes. Thus, boundary controls are not in effective use and their capability to
provoke exploitation is also limited. Regarding the interactive system, both recognized tools
are identified by the employees. However, as the use of another interactive tool was
inadequate, the capability of interactive system to provoke exploration is partly limited. Still,
the desired effects were fulfilled, and the intended outcome can be seen realizing on behalf
of both tools. Consequently, interactive systems can be considered working and accordingly
provoking exploration with a limitation. Finally, diagnostic tools presented by the

management to define and control the critical success factors of the unit were recognized
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but not actively used as guiding tools according to employee interviews. Thus, their desired
effect or intended outcome is not realizing and thus, also their capability to provoke

exploitation is limited. Thus, the diagnostic tools are not effectively in use.

As a conclusion, the MCS used in the innovation unit is not used to its full potential as
impediments were noticed in every lever of control. Furthermore, two reasons for the limited
use of levers are preventing the effective use of levers. First, relating to the MC tool usage,
some of the implemented tools were observed to be in use to varying degrees. This naturally
affects the levers capability to provoke exploitative or explorative behavior. On the other
hand, some MC tools did not fulfill the desired effects or intended outcomes defined for

different levers of control to be able to work properly.

Consequently, from the ambidexterity point of view, even though MC tools in use cover every
lever of control category, observed impediments in their use prevent their capability to
courage employees to exploitative and explorative behavior. Hence, their capability to
provoke ambidexterity is limited. The results have been assembled also into a framework
(look Appendix 3).

55



7. CONCLUSIONS AND RECOMMENDATIONS

This chapter presents conclusions and recommendations from the practical and from the
theoretical point of view. Recommendations have been constructed based on the empirical
analysis reflecting the results to the theoretical part of this research. All conclusions and
recommendations have been presented per each control category to clarify their

presentation.

7.1 Theoretical conclusions and implications

The review of the MCS literature provides answer to the first and second sub-question.
Furthermore, according to the literature reviewed, different levers of control can be divided
promoting ambidexterity either through their exploitation or exploration favoring elements.
Based on this, a conclusion could be made to answer to the first sub-question. Regarding
the belief and interactive levers, action is directed more towards explorative action due to
their role as enabling feed-forward controls. Boundary and diagnostic levers in turn, can be

seen promoting exploitative behavior as more restricting feedback controls.

More specific review of different control categories provided knowledge for the second sub-
question. For each control lever category, also factors defining the functionality
requirements of every control category was recognized from the literature. These factors
were presented in two different groups. First, the desired effects and second, the intended
outcomes for each control lever. In addition to these, also their actual usage among
employees was included to the analysis in order to get better understanding of employee
engagement in using the recognized tools. Based on the empirical results, both, the
mentioned (1) functionality factors together with (2) actual MC tool usage offers important
knowledge relating to successful control implementation in the unit. Based on this, the
second sub-question is answered. Furthermore, both of the mentioned factors can be seen

as critical perspectives defining the successful operation of each lever of control.

Consequently, by answering to the first two sub-questions, a categorization of MC tools (look

Table 1) was developed for the purpose of analyzing MC tools’ capability to provoke
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exploitative and explorative behavior and thus, also MCS’s ability to enable ambidexterity.
Results indicate important observations regarding the successful MC tool usage.
Furthermore, this research provides evidence also on behalf of the usefulness of the used

categorization in evaluating MC tools capability to enable OA in other settings in the future.

From the theoretical perspective, following implications can be noted. Based on the
empirical research outcomes, it can be argued that in management control tool
implementation, (1) MC tools are actually used and (2) the functionality of their use,
evaluated through the desired effects and intended outcomes, have a critical role in
evaluating the proper functionality of MC tools also enabling ambidexterity. Consequently,
a response for the main research question can be made as follows. A MCS’s capability to
enable ambidexterity is dependent on management ability to ensure control tools endorse
both the intended effects and the desired outcomes and further, that each implemented tool

also engage employees in their use.

These notions are based on two factors. First, as the result of the empirical analysis revealed
relating to the control implementation that even though all identified MC tools were
recognized also among employees, obvious inconsistencies and deficiencies were
observed in their actual use. Furthermore, tools may not be in consistent use or their use
might have been dismissed in practice which indicates the importance of including MC
usage in evaluating the success of control implantation. In addition, when analyzing the
implementation of MC tools based on the specified intended effects and desired outcomes
for each control lever, clear impediments were observed also on their behalf. These
impediments observed are presented in the next section describing the practical
conclusions. Consequently, it can be argued that also the intended effects and desired
outcomes play an important role in enabling proper functionality for each MC tool and hence,

to the whole control level category.

To sum up, it can be stated that in order to reliably evaluate MC tools’ capability to provoke
exploitation and exploration and further, MCS’ ability to enable ambidexterity, two
perspectives are needed. First, from managerial side, management solutions (i.e. MC tools
used) should be categorized clearly. Second, from the subordinate side referred in this
thesis as employees, control implementation should be analyzed including evaluation of MC

tool usage to assess employee’s engagement in using the tools as well as the analysis of
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the desired effects and intended outcomes to asses the functionality of the controls. By
taking both of these perspectives into account, it is argued that MCSs’ capability to provoke

OA can be more reliably evaluated.

7.2 Practical conclusions and implications

Next, the practical development suggestions and possible managerial implications relating
to the results are presented. The aim is to reflect the research findings and to evaluate the
success of control implementation relating to the recognized MC tools in use and further, to
reflect this to their capability to enable exploitation and exploration and ambidexterity in the
R&D unit. Results are introduced focusing especially on three aspects: the tools
implemented by management, the actual MC usage and the functionality of these tools

based on the desired effects and intended outcomes of their usage.

7.2.1 Belief systems

The foundation of belief systems is grounded mainly on established organizational values
even though also other belief systems was recognized. Thus, the relevance of the other
belief system — the Agile principles, in guiding the daily work should be considered and
possibly specified. However, the organizational values can be considered well implemented
into the unit and employees are engaged to them. Still, it was noted that organizational
values are not actively promoted using fixed practices or tools and thus, their maintenance
is largely dependent on individuals’ actions in the unit. Thus, the active use of organizational

values as part of the work could be strengthened through better utilization of MC tools.

7.2.2 Boundary systems

For the boundary systems, several risks and implemented boundaries were brought up by

the management interviewees. First tool is sharing the responsibilities related to specific

features or user stories in order to avoid the stalling of daily work. All employees recognized
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its importance as part of the daily work. However, in its execution opinions varied. Two
interviews revealed that this principle and the fact how successfully it is carried out depends
on the team. The realization was also mentioned to be depended on individual
characteristics whether team members are individual performers or group players. On the
other hand, two of the interviewees felt that this principle actualizes well. Based on these
results, in order to confirm the position of this tool, the focus should be put to encourage
team work verbally and to implement possible supporting incentives to encourage team work

instead of individualistic performance.

The second tool to ensure the integration and engagement to Agile way of working is
responded with promoting the Agile working method and its principles through a Capability
Lead, Product Owner and Scram Master as well as through developers’ own responsibilities
to react to possible deviations. This principle was acknowledged by every employee
interviewee and everyone identified it as an important or quite important and meaningful
principle. However, its realization was not felt as successful by every employee interviewee.
Furthermore, it was described that the actualization is dependent on team expertise related
to Agility as well as to the discipline to stay in Agile in each team. In addition, it was
mentioned that in case Agile way of working is diverged, it is not always intervened.
Consequently, to strengthen the position of this principle, it is recommended that Agile way
of working according to SAFe ® is regularly promoted through trainings to strengthen the
team expertise. These trainings should be also taken into account on behalf of more
experienced employees, not only for new employees. This is supported also by one
employee interviewee mentioning a lack of professional development relating to Agile. To
promote the team discipline to stay in Agile way of working, the principles of Agile should
also be promoted more visibly and all employee’s responsibility to react should be
emphasized more clearly. This is also supported by the fact that some of the employee
interviewees felt that staying in Agile way of working is especially important while others felt
it should be the premise but should not always be maintained compulsively. Thus,
employees understanding differs regarding to what extent Agile way of working should be
maintained in reality and therefore, more clarity is needed. Finally, it is recommended to
clarify responsibilities regarding to this principle as it was recognized that there is unclarity
or unwillingness among employees to take a stand on whose responsibility it is to actually

ensure that this principle realizes.
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Third risk to control interruptions and dependencies are managed through team specific
area of responsibility and titled job descriptions. Both tools are well implemented in use
however, the prevention of interruptions referred as the “side orders” was considered largely
as situation specific. Problems raised relating to this principle were related to personal
capabilities to say no as well as the Product Owner’s “permeability” regarding these side
orders. As this principle was not entirely consistently used, it is recommended according to
employee interviews that more specific boundaries should be set in order to legitimate
employees from the side orders they feel they should take. In addition to this, also higher
emphasis should be put to Product Owners’ and Scram Masters’ responsibilities on this
regard and susceptibility to raise deviations in keeping the interruptions or “side orders” in

control, should be highlighted.

The final risk of producing inside-out innovations instead of outside-in innovations is
controlled according to management interviews through feature prioritization and user
stories made by the developers. On behalf of the tools, there is no confusion about their use
and this risk can be considered as consistently acknowledged also among the employee
interviews. However, tools recognized from the management interviews include some
defects and cannot be considered as fully functioning. Hence, unit is exposed to the risk of
producing unnecessary innovations. Thus, it is recommended that more accurate MC tools
are implemented to consistently promote the customer perspective in innovation work and
further, to take account the possible pitfalls that may lead to useless innovations that are not

accepted by the customers.

7.2.3 Interactive systems

Various strategic uncertainties as digitalization, small agile actors, economy and business
cycles and customer needs and behavior were recognized by the management, requiring
active response from the innovation unit. Interactive tools to manage these are
meetings/ceremonies noted as backlog refinement sessions and innovation sprints. Both

tools are recognized and used by all employees.

Furthermore, regarding the first desired effect of interactive system, it was noted that active

questioning of practices and possibility to propose new innovative ideas is enabled in the
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unit and teams. However, some impediments were also observed. First, relating to
innovation sprint, it was noted that time spent for innovation and brainstorming was not clear
and often this time is spent on tasks accumulated during the Pl-period. Even though both
management and employee interviewees mentioned that during the innovation sprint the
intent is to always do also something different, as to study or to innovate and arrange
brainstorming sessions, it is noted that this is not a solid part of the innovation sprint. Thus,
to engage the innovation unit better into this interactive tool, it is recommended that the time
for brainstorming and innovation should be considered as a fixed period in the innovation
sprints. Second, on behalf of the backlog refinement sessions, it was mentioned that in case
Product Owners have taken too much control, the innovative environment may have
suffered. Thus, it is recommended to evaluate the realization of the roles in each team in
regular intervals. In addition, relating to backlog sessions as a MC tool, it was mentioned
that personal traits may prohibit some people to speak up in these meetings. Thus, it would
be preferable to implement actions, practices or incentives to encourage all to open

discussion and to lower the threshold to speak up.

The second desired effect defined as the possibility to modify existing and to propose new
ways of action got a positive response mainly from all employee interviewees. Still, one
impediment was observed. It was noted that sometimes high tolerance is kept before
bringing new ideas into table. In this regard, there may be a need for tools, practices or

incentives to encourage employees to propose new ideas with low threshold.

7.2.4 Diagnostic systems

Relating to diagnostic systems the desired effect is progress towards pre-defined goals,
continuous tracking of goals and continuous adaptation. Tools according to management to
support the desired effect are different quantitative measures for each team. Furthermore,
when conducting the employee interviews, it was noted that only few of the employees
recognized one of these diagnostic systems. Thus, employees are not engaged to the critical
success factors named by the management which also prevents the realization of the
desired effect and intended outcome. Consequently, it is recommended that these success
factors would be more clearly indicated to the innovation unit and to each team in it and

further, that the exact diagnostic tools would be clearly brought out in order to better focus
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the action towards them. However, it is also important to avoid too much focus on efficiency
and numeral goals that distract the assessment of the real impact of innovations.
Unnecessary short-sightedness relating to diagnostic tools may prevent successful
innovations. By taking this account, it could be considered whether employees’ awareness
regarding the used diagnostic tools could be still raised, creating an environment where

action would not be entirely linked to the success of achieving these the intended numbers.

7.3 Research contribution

The literature in the field of ambidexterity has gained a large interest among researchers in
recent years. Consequently, OA research has become a vague and extremely complex area
of research with various different perspectives and conceptions about ambidexterity as a
concept. Despite the fact that ambidexterity research has gained interest, practical tools to
enable ambidexterity are rather limited, almost non-existent as revealed in the literature
review. Thus, this thesis contributes into this gap of knowledge and provides a premise for
MCS design to support individual ambidexterity through developed categorization of MC
tools (look Table 1).

This thesis has a contribution from academic and practical point of view. From the academic
perspective, this research provides a framework analyzing MCS’s capability to provoke
ambidexterity. Unlike the research in the field in general, this study includes both,
managerial and subordinate perspective to the evaluation of MCS’s capability to enable
ambidexterity. Furthermore, despite the fact that the empirical evaluation has been carried
out in a financial organization in R&D setting the framework is also applicable to other kinds

of entities operating for other purposes.

From the practical point of view several development proposals could be made based on
the categorization of MC tools. Furthermore, more specific knowledge could be gained
relating to the used MC tools as well as their implementation into the unit. This provides
important knowledge for managers to be able to use MC tools to their full potential to support

ambidexterity.
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7.4 Research limitations and future research recommendations

As always in research, also this study includes limitations. First, literature can be seen as a
limitation for this study as the research field of ambidexterity is still quite scarce not to
mention the research combining ambidexterity to MCS design. In addition, when forming the
framework for the study, it should be noted that recent research on MCS and ambidexterity
has also identified cross-effect between the different MC tools. This indicates, that by
dividing each control lever category leading into either exploitation or exploration, is rather
simplified and should be seen as a limitation. Still, as the literature relating to the possible
cross-effects is still extremely scattered and does not provide convincing and consistent
information, these cross-effects were left out when building the categorization of MC tools.
Nonetheless, on behalf of the used theory, a simplified allocation of each control lever
category can be considered as justified and valuable due to their role as fundamental

conception when building new knowledge relating to the possible cross-effects in the future.

By reflecting these limitations, more through and coherent research relating to cross-effects
between the different levers and MC tools is needed. Furthermore, as the knowledge
increases relating to these cross-effects it is recommended to expand the analysis on their
behalf. In addition, as studied, the successful implementation was argued to be largely
dependent of MC usage and the desired effects and intended outcomes. Also, their role
from the quantitative perspective could be studied more specifically. Moreover, as OA is not
only a simultaneous act of exploitation and exploration but also a balance between them,
further research is needed to understand the balancing of ambidexterity in practice. Finally,
as MC tools per se are not creating exploitative and explorative behavior, their effect to some
transitional factor is needed. As the perspective in achieving ambidexterity in this thesis is
contextual, it is thus argued by adapting to Gibson’s & Birkinshaw’s (2004) arguments that
the context in which individuals operate has a substantive part in enabling ambidexterity.
Thus, for the future development of the presented framework, it is proposed to combine an
analysis regarding contextual factors that may enable or prevent the effects of MC tools and

further ambidexterity.

Furthermore, also more general limitations for the research can be recognized. Due to

qualitative approach, the results of this research cannot be generalized to larger population
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as this study is based on a single event case study. Hence, the results of this research
should be seen as context dependent and further, should rather be seen as individual
opinions than as generalizable fact. In addition, as the qualitative research method requires
researcher’s involvement, researcher’s objectivity and subjectivity has an acknowledged
effect to the research. However, on behalf of the researcher, these issues have been taken
into account and possible affecting attitudes and beliefs have been actively reflected during
the whole research process. Finally, as characteristic for qualitative studies, for the empirical
part, the number of interviewees is restricted which limits the coverage of the research.
However, discretion was used when selecting the most fitting interviewees. Still, after
conducting the research, all of the interviews could be noted as relatively extensive and
saturation was recognized hence, also justifying smaller number of candidates. Also,
regarding the interview results, it should be noted that there can be distortion due to possible
desire to give more positive view about matters included into the interviews. After all, as
relatively many impediments for successful functioning of different MC tool were observed

relatively relaxed atmosphere during the interviews have been achieved.
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APPENDIXES:

APPENDIX 1. Pattern 1. Management interview questions

Lever of control

Belief systems

Boundary systems

Interactive systems

Diagnostic systems

Questions
(Formed based on
Figure 6
information).

1. Strategic

variable

2. Managerial
solution

1. What are the
core values and
mission for the
organization?

2. In what ways are
they communicated
to the innovation
units and individual
employees?

- Which are the
tools used to
define,
communicate and
reinforce
organizational
values and unit-
level purpose and
direction?

1. What are the
strategic risks
recognized and to
be avoided in the
unit?

2. In what ways are
they specified to
the innovation unit
and individual
employees?

- Which are the
tools used to
delineate the
acceptable domain
of activity for
participants and
establish limits?

1. What are the
strategic
uncertainties
recognized in the
unit?

2. In what ways are
they recognized, and
monitored?

- Which are the
tools used to focus
on strategic
uncertainties and to
build internal
pressure to break
out of narrow search
routines?

1. What are the
“critical success
factors” or
specified goals and
targets in the unit?

2. In what ways are
goals and targets
monitored?

- Which are the
tools used to
monitor unit-level
outcomes and
correct deviations
from pre-set
standards of
performance?




APPENDIX 2. Pattern 2. Employee interview questions

Lever of control

Belief systems

Boundary systems

Interactive systems

Diagnostic
systems

Question (formed
based on figure 6.
information)

1. Desired effect
of using specific
lever of control.

1. What are the
core values for the
organization?
Describe where
you confront
these valuesin
your daily work?

1. Do you recognize
these principles in
your work? Describe
the relevance of
these principles in
your work. Are they
actively followed in
your daily work?

-Nooneis
responsible for a
specific feature or
user story.

- Agile way of
working is actively
promoted in your
team and unit and
possible deviation
are actively
managed.

- Possible “side
orders” interrupting
daily work are
effectively
prevented”

- Unit and team is
operating according
to Agile principles
and everyone has

engaged using them.

1. Describe how the
following
possibilities realize in
your unit.

- Active
questioning/revising
of data.

- Changes are
discussed and
debated.

- Meanings are
created/shared.

- Strategies are
adjusted/emergence
of new strategies.

1. Describe how
the following
actions realize in
your team and
unit.

- Daily work in the
unit is based on
pre-defined goals.
- The progress
towards these
goals is actively
followed

- In case of
deviation, actions
are adapted.




APPENDIX 3. Interview results

Lever of control Belief systems Boundary systems Interactive systems Diagnostic systems
Definition Used for systematically | Used to delineate the | Used to focus Used to monitor
communicate and acceptable domain of | attention to strategic | organizational
reinforce values, activity for participants | uncertainties and to | outcomes and
purpose and direction | and establish limits, build internal correct deviations
for the organization based on pre-defined | pressure to break out | from pre-set
business risks to of narrow search standards of
opportunity seeking routines, stimulate performance
opportunity seeking
and encourage
emergence of new
strategic initiatives
Control type Feed-forward control Feed-back control Feed-forward control | Feed-back control
Strategic Core values: Risks to be avoided: Digitalization, small Increasing sales and
variable “Collaboration, person related risks, agile actors, economy | customer
ownership, passion, risks of losing Agile and business cycles satisfaction,
and courage.” way of working, risk of | and customer needs | improving digital
- interruptions and and behaviour transformation
g interdependencies and
=) innovation related
g risks
5 Managerial Value mats, value- Shared responsibilities, | Meetings/ceremonies | Net flow of savings,
Z | solution based structuring of titled responsibilities, | defined as the back- | market shares of
Z | (Tools customer feed-back, team-specific area of | lock refinement mortgage markets/
§ implemented) value-based structuring | responsibility and sessions and the weekly sales of new
= of employee titled job descriptions, | innovation sprints mortgages,
satisfaction query, a feature prisonization availability,
Skype- meetings, value | method and user customer
stickers and interactive | stories satisfaction
screens
z MC tool usage In use, use is hardly Inadequate use Inadequate use No/hardly in use
5 (level of usage) endorsed by tools
=
z
g Desired effect(s) | Realizes Does not fully realize Realizes Does not realize
2
g Intended Is enabled Is not enabled Is enabled Is not enabled
:é outcomes
Ambidextrous Limited support for Limited support for Limited support for Limited support for
outcome exploration exploitation exploration exploration




