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Abstract

In a fast changing knowledge-intensive business environment, the importance of harnessing
knowledge from employees has intensified. Thus, a key success factor for organisations
stresses the ability to institutionalise knowledge from employees into structural capital. The
phenomenon of structural capital can be generally described as the knowledge and structure
an organisation has when all the employees go home at the end of the day. Hence, structural
capital is related to content that can be stored and reused, further allowing employees not to
constantly “reinvent the wheel again”. However, structural capital is something that has to be
developed and maintained to value an organisation. Since there are different types of

organisational structures, there are also different ways to achieve goals.

This research has aimed to identify the challenges to develop and maintain structural capital
in knowledge intensive network-based organisations, and has done so by adopting a single
case study design to investigate the Swedish management consultant firm Centigo. The
concluded challenges highlight problems with the network-based organisation in itself, a lack

of processes to manage structural capital, and also complications connected to incentives.
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1. Introduction

This chapter aims to present the background to the study and the research purpose
conceptualised through a problem discussion. This is followed by the research aim and the
stated research question. Lastly, this chapter also includes a section of delimitations to the
research, and a description of the case study firm being investigated as well as a disposition

of upcoming chapters.

1.1 Background

Since 1963 when management guru Peter Drucker first coined his phrase knowledge worker,
the academic and managerial interest in knowledge as an organisational resource has
skyrocketed (Castendada et al, 2018). In less than a few decades the labour market of
industrialised economies has shifted from production to knowledge as the primary driver of
economic activity. The value-creating logic has shifted from what is produced with physical
materials to what is designed, managed or marketed with human minds as the predominant
input in economic activity. Moreover, the new knowledge based economic paradigm has had
an enormous impact on how work and knowledge flows are organised to best respond to
changing consumer behaviours happening in the wake of demographic and technological
shifts (Pasher & Ronen, 2011). These changes means that organisations today are forced to be
more adaptable and agile which has led to a variety of new organisational structures and
management disciplines being implemented that favours flexibility over control (Levene,

2020)

Since knowledge has gained an increasingly important role in business activities, its
application, diffusion and management has become an important tool in firms pursuit of
competitive advantages. Knowledge as a concept is notoriously hard to measure and quantify
as it cannot be touched nor easily transferred. Yet, it contributes enormous wealth to societies
and businesses as it materialises into products and services around the globe (Edvinsson,
2000). Each individual is their own master of their knowledge, which is why it can be so

detrimental, from a business perspective, when key staff leave their place of work.



Organisations today must make sure that individual knowledge, located within the human

capital of their workers, gets institutionalised and translated to organisational knowledge.

This process of institutionalising knowledge from workers is present in the academic
literature around structural capital, a term that commonly describes content and information
that can be stored and reused within organisational boundaries. The role of structural capital
is therefore twofold in an organisation; it relates to the transfer of knowledge from workers to
organisation and it relates to a “knowledge infrastructure” (Edvinsson & Sullivan, 1996),
which means that an organisation uses scalable and well-known knowledge in its operations.
Thus, in order to work efficiently and to stay competitive, structural capital has gotten an
increasingly central role within organisations. However, structural capital has to be developed
and maintained in order to create continuous value to organisations, since it is not something
that is automatically created and stored but requires its own processes. One could imagine
that this process would look starkly different depending on the industrial and organisational
context a firm inhabits. In manufacturing, structural capital could resemble knowledge
relating to maximise efficiency from its machinery; in knowledge based firms, which are
vastly more complex in its value creation since they are the subject to a more causally

ambiguous environment, the answer to what constitutes structural capital is less clear cut.

As mentioned, the new knowledge paradigm has also fostered various organisational
structures as a response (Jensen et al, 2009). All these have different benefits and challenges
related to their structure, all suited for tackling different competitive environments. One
organisational structure that has seen its rise in recent decades is the network organisation.
Being more of a loose configuration of individuals rather than a rigid set of common
practices and structures one could imagine that it would face starkly different managerial
challenges compared to traditional organisational structures. Thus, from an academic
perspective it becomes interesting to investigate how structural capital is managed in
contrasting organisational structures - as well as the challenges connected to the management
process. This study aims to investigate the phenomenon of developing and maintaining
structural capital in network-based organisations, with a distinct focus on the challenges that

may surface in the process. Accordingly, a case company has been investigated throughout



this single case study, being Centigo - which will be presented further down in this chapter of

the paper.

1.1.1 Problem discussion

The word knowledge is a bit of an ambiguous concept. In fact, the meaning of what actually
constitutes knowledge is a philosophical discipline of its own, reflected within the
epistemological debate of constructivism versus objectivism, taking place since the birth of
Greek philosophy (Saunders, 2009). In the information age, however, the use of knowledge
has gained increased importance and academic interest and to what extent it can be seen as an
organisational resource. According to the resource-based view, organisational success is
determined on how well firms translate their organisational resources into inimitable
capabilities that create a sustainable competitive advantage (Barney, 1991). Knowledge, in
this regard, reflects the organisational know-how of combining and mobilising resources into
profitable business activities. Thus, how a firm uses knowledge has become an increasingly

important explicator of organisational success or failure (Nafei, 2016).

The academic field of how knowledge management contributes to organisational success is
an exhaustively explored area with well founded theories explaining the underlying
mechanisms (Colin et al, 2017). Another related, less extensive field of research is the one of
structural capital. The concept refers to the share of an organisation’s knowledge stock that is
owned and institutionalised into the firm (Bontis, 2000). In other words, it refers to how well
an organisation captures and capitalises on the knowledge of their workers, embedding it into
the operations of the firm making the knowledge resilient to staff turnover. In an age where
employees change jobs on average 3,4 more often than at the middle of the last century, the
ability to internalise the knowledge of workers could be argued to be an increasingly
important management discipline (People Path, 2022). Yet, it remains a poorly understood
phenomenon, where research is needed both to aid the managerial process and extend the
academic literature. Out of the research that does exist, limited attention has been paid to how

such efforts are affected by the organisational structure in which they are implemented.

Organisational structure refers to the relationship between tasks, responsibilities and

members that coordinate business activities with the aim of reaching a certain outcome



(Monavarian, Asgari, & Ashna, 2007). As such, organisations can organise themselves in
various ways to pursue specific goals. As the complexity of the business climate has
increased, change intensified by competition and innovation have created new demands on
firms to be adaptive, which is why new organisational structures have been introduced to
account for structural changes in the world economy (Watkins & Drury, 1999). One such
organisational structure is the network-based organisational structure. Instead of relying on
vertical reporting between employees and managers, this taxonomy of organisation relies on
informal bonds between individuals, both internally and externally, to run its operations
(Moretti, 2017). A network is in its simplest terms a collection of human contacts available
to an individual with whom he or she can interact for mutual benefit gathered around a set of
common activities and pool of resources (Anklam, 2007). At a traditional organisation one
could expect the pool of resources to be allocated by top management, where one can simply
allocate resources to the activities most vital to pursue strategy. Within a network, however,
“resources are embedded within, available through, and derived from the network™ (Nahapiet
& Ghoshal, 1998). With this in mind, organising a firm's intellectual resources, that is its
human and structural capital, would most likely face different challenges depending on in

what organisational structure the activities are carried out.

1.2 Aims of Research

This paper aims to investigate challenges in developing and maintaining structural capital in a
network-based organisation by applying theories regarding structural capital and
organisational theory on the chosen case company, Centigo. Thus, with the research question
in mind, the authors have chosen to investigate how the network-based organisation affects
structural capital - and to identify challenges connected to the managerial process of handling
it. This paper hopes to extend the academic discourse on how a firm’s organisational structure
affects its structural capital with further stances but also what challenges that are present
when managing the concept of structural capital within a network-based organisational
setting. It is also the purpose and aim of this paper to investigate how well suited theories
around network organisations work as an explanatory variable when investigating hardships
in building and maintaining structural capital. With this mind, the authors have devised a
research question to conceptualise the previously mentioned factors which can be seen under

the following headline.



1.2.1 Research Question

Given the introduced background and the stated research aims, this study will strive to

answer the following research question:

(1) What are the challenges in a knowledge intensive network-based organisation to

develop and maintain structural capital?

1.3 Case Company

Centigo is a network-based management consultancy headquartered in Stockholm, Sweden.
Since being founded in 2002, the company has managed to grow into over 230 employees
with offices established in Gothenburg, Malmo, Oslo, Bangalore, Dublin and London and the
company can now pride itself on being the biggest Swedish owned management consultancy.
As opposed to its main competitors on the Swedish consultancy market, Centigo has opted
for a unique organisational structure and philosophy to guide its actions. Instead of being
guided by formal structures, hierarchies and rules, Centigo is governed by incentives and the
belief in each employee's drive and ambition to ensure success. The company believes that by
governing by values rather than structures and rules, they can ensure agility and dynamism in
a world that is under constant change from macro economic, cultural and demographic
factors. These values, that have been an integral part of the firm since the start, are defined as

collective leadership, independence and ambition driven.

Collective leadership refers to the governance structure of the firm. There are no bosses or
middle managers that dictate what has to be done, but the firm believes in the individual's
capacity to make well guided choices and take responsibility for their own, and the firm's,
success. “230 leaders, and no bosses” (Centigo, 2022) captures how the firm has structured
its decision making processes where responsibilities are delegated to each employee to reach
their maximum potential. The other value, independence, relates to the owning structure of
the firm, namely that the firm does not have any external financing, either through equity or
debt. This means that the firm is owned by partners who all are active in the daily operations
of the firm - and the firm can spend its resources developing their competencies rather than

efficiency enhancing to please external financiers. Lastly, ambition driven means that there
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are no barriers to the ambition of the employees and everything is possible as long as there is
will and ambition. As such, the role of the “strategic apex” (Mintzberg, 1979) in planning and
developing the business in a certain direction is to a large extent outsourced to the individual
drive and ambition of its employees. Centigo trusts in the internal motivation of its
employees to push the business forward through new client offerings, going after new

markets or building competencies for the marketplace.

Apart from the belief in its employees, the daily operations at Centigo are guided through
incentives. Instead of relying on vertical reporting and managers to coordinate the daily work,
the operating model is built around maximising employees motivation through economic
compensation related to the amount of client work employees carry out. There are some
incentives connected to other variables than billable rates within governance functions of the
firm. However, within the operational core, monetary incentives to maximise sales are what
guides the daily operations. The logic goes that by being recognised as a productive member
of the network, with specialised knowledge and eagerness to perform, demand for your
labour will make it easier for you to promote yourself within the network which eventually
results in a higher hourly billable rate. However, the high flexibility that Centigo’s
network-based organisational structure entails also has its drawbacks. Being a network of
individuals, the firm lacks many of the benefits that one might expect in industries and firms
more recognised as structured and hierarchical entities. Centigo’s high belief in the
individual’s ability to contribute to organisational success also means that much of the
competence at the firm is confined to individual minds. This organisational breeding ground
makes it notoriously hard to develop and maintain structural capital, as the individual is
prefered before collective working methods, documentation, structures and operational
procedures. Simultaneously, Centigo certainly characterises as a modern knowledge intensive
firm. The value that the firm delivers to its clients is packaged knowledge into services,
which is why the reproduction and management of the knowledge sharing processes are so
vital to ensure optimal performance. Concludingly, Centigo is a well established

network-based firm which is why it is well suited for this research project.
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1.4 Delimitations

To achieve a consistent research of high quality, which aims to answer the main research
question in the best possible way, this study is limited to focus on structural capital in a case
company that has a documented decentralised network-based organisational structure. Thus,
delimitations refer to the boundaries of the research scope. In other words, delimitations will
help the research solely focus on phenomena that are valuable to the research. With this in
mind, the delimitation of this research refers to the focus outside the theoretical field of
structural capital, organisational structure and knowledge management. In terms of
organisational structure, a strong focus will be allocated to gather data on network-based
organisations. Hence, general definitions of organisational structure are welcomed, but
boiled-down contrasting nische organisation structures are delimited. Knowledge
management is included since it is arguably connected to structural capital. Furthermore, both
including- and excluding criterias has been integrated to conduct the theoretical framework.
Given the qualitative methodology of the research, no numerical- nor statistical information

will be presented in the empirical findings nor conclusion.

1.5 Disposition
This study will follow a disposition of six chapters. The initial (1) first chapter intended to
provide the reader with an introduction to the research topic and the stated research question
as well as a presentation of the single case company. This will be followed by a theoretical
framework in (2) chapter two, presenting previous research that has previously been done on
the research topic. The (3) third chapter will present the methodology, referring to how the
study was actually conducted and how data was collected. Moreover, (4) chapter four will
cover empirical findings from semi-structured interviews while (5) chapter five will be
dedicated to analysing the data. Lastly, (6) chapter six will present the conclusions of this
research. At the very end of the study, (7) chapter seven presents references used, while (8)

chapter eight includes the appendix. The below table shows a visualisation of the disposition:
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Table 1: Disposition of Research

Chapter Focus
1 Introduction
2 Theoretical Framework
3 Methodology
4 Empirical Findings
5 Analysis
6 Conclusion
7 References
8 Appendix
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2. Theoretical Framework

The chapter of the theoretical framework aims to present theoretical concepts connected to
the purpose of this research. Hence, the theoretical framework includes two main chapters,
explaining theories regarding structural capital and organisational structure. At the end of
the theoretical framework chapter, a summary will be presented to describe how the theories

are relevantly connected from the perspective of the research question.

2.1 Structural Capital

How does one value a firm? In economics and accounting such an endeavour is a
straightforward task - a firm’s value equals its assets combined with future cash flows
(Damodaran, 2012). Implicit in this reasoning is that assets can be quantified and easily
located on a balance sheet. This approach might be true in the financial world but it does not
tell the entire story about a firm's resources and different types of capital it has at its disposal.
As knowledge has increased its importance in business activities through the restructuring of
western economies from manufacturing to service economies, so has the importance of
knowledge as a competitive tool (Leidner & Alvari, 2001). Knowledge in itself is a puzzling
concept with countless definitions applied to it. Perhaps the most common distinction used to
categorise knowledge was put forward by Nonaka (1994) describing knowledge as either tacit
or explicit. Tacit knowledge refers to knowledge that is not easily transferable which is taught
through experience and repetition; Explicit knowledge refers to knowledge that is easily
transferable and perceivable. It is not the purpose of this paper to weigh in on the debate on
how to define knowledge, but to understand how knowledge can be institutionalised in a

network-based organisation which is why this paper leaves the discussion at that.

Leaving the debate of what constitutes knowledge behind, it seems more important to explain
how knowledge relates to structural capital and implicitly also how it can be characterised as
an organisational resource. Within the resource-based school of thought, brought to
prominence by Barney (1991), knowledge reflects the organisational know-how of
combining and mobilising information and resources into profitable business activities and

tools (ibid). On an aggregate level, knowledge is simply the added sum of each employee's
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intelligence and their interactions therein, which on an organisational level refers to the
human capital of a firm. Human capital can be defined as the intellectual capital embodied by

the experience, relationships and knowledge within each individual worker and manager

within the firm (ibid).

An integral part of any organisation's bundle of resources is its intellectual capital. However,
simply ending this argument with stating that knowledge is capital embedded in the
know-how if its workers would do a great disservice to this research project. Viewing
knowledge from a bigger perspective, it becomes clear that simply distinguishing knowledge
as either tacit or explicit does not give the full story to what extent it contributes to a firm’s
competitive advantage. Knowledge, on an organisational level, is defined as intellectual
capital which can be defined as “the intellectual property - knowledge, experience - that can
be put to use to create wealth” (Stuart, 1997). In other words, intellectual capital relates to
the assets where today's knowledge intensive organisations hold much of their assets. Just as
the name suggests, a firm's intellectual capital relates to capital that cannot be easily
translated into an asset on a balance sheet but is expressed through knowledge, which cannot
be easily quantified and measured (Nahapiet & Ghoshal, 1998). Perhaps it is best summarised

(13

by management guru Tom Stewart (1994), defining it as . something that you cannot
touch, but still makes you rich”. In other words, intellectual capital is not a part of a firm's

market value explicitly but is still hugely influential in how successful a firm can be.

There are several layers to what defines a firm's intellectual capital. Bontis (2000) was early
in recognising intellectual capital as an umbrella term encompassing several sub-categories of
intellectual capital, these being human, structural and customer capital. As mentioned, human
capital refers to an organisation’s knowledge stock, or put differently the aggregate volume of
intelligence between its workers. Human capital does not only exist within its workers but
also in the intertwinement of information and knowledge creation. These intertwinings,
which Crossan et al (1996) labels nodes of decision-making, refers to the activities in which
knowledge is interchanged. Bontis views these activities as the engine of knowledge-based
organisations, in which they transform pieces of information from the outside environment to
“informational outputs” (Bontis, 2000) for the marketplace. From this perspective, much like
one can map flows of activities in manufacturing firms, similarly, in knowledge based
organisations, the transformation of inputs into marketable offerings take place with the

difference being that services are ‘manufactured’ and not products.
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Distinguishably for human capital is that it is seldom that the interactions of tacit knowledge
creation are mapped into explicit knowledge domains. Following the logic of viewing
knowledge as moving through a system in which firms produce services from information,
within human capital, these processes are poorly understood and take place on an ad-hoc
basis. In other words, the scope of human capital is limited to the knowledge capital that is

embedded within organisational members and interactions (Schultz, 1981).

Another noteworthy aspect of human capital is that it is not owned by the firm (Edvinsson,
1997). As human capital only exists within a firm’s workers and their interactions, human
capital is essentially rented by the compensation of salary. As such, when employees leave
their place of work they bring their human capital with them if it cannot be transferred into
organisational knowledge. This certainly creates a conundrum for companies since
competencies cannot be realised after knowledgeable individuals change their place of work.
To further highlight this importance, in a study from Marwick (1998) surveying European
firms, 43% of respondents stated that they have experienced deteriorating supplier or
customer relationship as a consequence of staff turnover - and 13% stating that they lost

income due to key staff leaving.

This leads into the second sub-category of intellectual capital, which is also the focal point of
this paper, namely structural capital. Structural capital refers to the necessary infrastructure to
commercialise an organisation's human capital (Edvinsson & Sullivan, 1996). In a knowledge
intensive firm, this enabling type of capital should be aimed at maximising a firm's
intellectual output. From this perspective, it includes many ‘soft’ elements such as best
practices, methodologies and organisational procedures. Edvinsson & Sullivan (1996) makes
the argument that structural capital needs to be categorised as physical and intangible
structural capital. Physical structural capital relates to the enabling assets that makes the
transformation of knowledge into value possible which are physically represented and
perceivable. What these physical assets actually are depends on what industry or firm one is
analysing. At a research institute it might include computer aided data bases, at an advertising
agency creative office planning or at a consultancy it might include frameworks and delivery
models. The other component, namely intangible structural capital refers to the firm’s unique
history, culture and management style that enables it to maximise the value of its human

capital (ipid).
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Figure 1 - Structural capital and its relation to intellectual capital

Bontis (1998) on the other hand, views structural capital as a firm’s procedures and structures
that are in place to ensure “optimum intellectual performance” (Bontis, 1998). The author
makes the argument that without structural capital a firm's intellectual capital stock would
simply equal its human capital. As such, structural capital could be regarded as the enabling
resource, working as a multiplier that allows human capital to be more than simply the added
sums of human capital. When assessing structural capital, the measurement one is looking for
is usually associated with efficiency. The aim is thus to make the transformation of human
capital into value as smooth as possible with the explicit aim of maximising the profit per
employee (Bontis, 2001). Another way of viewing structural capital within knowledge based
organisations is to see it as what stays within the firm when employees leave (Edvinsson &
Sullivan, 1996). An employee transferring to a competitor can bring with it tacit know-how
about an industry or technology, but not an operational framework of how a service company
delivers value to its customers - such assets are static and anchored in the organisation,

regardless of user (Ordoiez de Pablos, 2004).

Transforming human capital into structural capital has much to do with a firm’s ability to
institutionalise knowledge into capital that remains after individual knowledge leaves the
company. Of course, this ability is determined by a variety of factors, much of them relating
to internal struggles of creating best practices from knowledge. Szulanski (1996) argues that
common pitfalls in institutionalising knowledge relate to the absorptive capacity of the firm.
In his study, the author proved the concept of “causal ambiguity” (Lippman and Rumelt,
1982) and the organisational context to be statistically significant in hindering firms to build

best practice methodologies. Best practices, in this regard, could be viewed as a framework
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for how tasks are being carried out and work as an operational manual for certain areas,
which would constitute a part of a firm's structural capital (Edvinsson & Sullivan, 1996).
Similarly, Brown et al (2000) argues that firms fail to create best practices because they either
get too preoccupied creating rigid knowledge management processes, which removes creative
output of how knowledge is created, or fail to capture it due to the lack of structured

processes, thus striking the wrong balance between flexibility and control.

2.1.1 The Interplay Between Structural Capital and Knowledge

As defined in the above sections, structural capital is strongly connected to knowledge and
could arguably be viewed as an organisational resource or capability that can be managed by
organisations. Thus, knowledge in this regard reflects the organisational know-how of
combining and mobilising information and resources into profitable business activities and
helpful tools that increases the capabilities of a firm (Barney, 1991). This can be further
described through the theory of knowledge creation, a process in which an organisation
makes knowledge available and enlarges its impact by fitting it to the organisation's
knowledge systems (Nonaka et al, 2000). It is a continuous process where individuals share
knowledge and tailor it to the needs of the organisational context they inhibit. All
organisations, regardless of size and industry, are to some degree capturing and structuring
data which can be stored and transferred, further linking the process to knowledge
management - a term that has different definitions on what it entails, but most scholars agree
that the fundamental function of knowledge management is related to organising, sharing and
leveraging an organisation’s knowledge. Hence, many organisations are working in complex
business environments, and as pace intensifies, organisations need to have access to the right

information at the right time to make decisions and work efficiently (Dalkir, 2013).

Before the onset of the information technology revolution and large industrial corporations,
the means of sharing knowledge was done orally and written words. In other words, humans
were the main “technology” used for transferring and structuring knowledge (Denning,
2000). As the economic restructuring in the northern hemisphere has shifted from production
towards knowledge as a primary driver of economic activity, the importance and scope of the

discipline has radically changed. Management guru Peter Drucker (1964) was one of the first
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to acknowledge this development when he coined the phrase “knowledge worker”. Likewise,
other scholars such as Senge (1990), focus on the similar “learning organisation”, where
knowledge management is described as the function of internalising knowledge from
experiences into the corporate business systems, resulting in structural capital. According to
Dalkir (2013), grand societal and economic transformations have increased the need for new
business disciplines. Not only because the globalisation of business has increased the need for
coordinating knowledge across more actors over a greater geographical area, but also because
supply chains have become more complex, including more partners where collaborations take
place across cultures and countries, which require a greater coordination of actions and
insights. In addition, increased productivity and a trend towards leaner organisations puts a
greater emphasis on businesses to work smarter, where the link between information and
decision has become shorter. The author further states that the rise of a mobile workforce has
put greater need for organisations to constantly learn. While previous generations often
sought employment for life at a single company, the career mentality combined with a higher
employee turnover means that the absorptive capacity of businesses must strengthen if the
firm is to mobilise the knowledge from workers who often leave after a few years. The last
point brought up by Dalkir, and arguably most importantly, the information overflow
associated with the world’s integrated information flows means that firms must effectively
filter out relevant knowledge in a sea of information and data, so that it can internalise the

“right” knowledge.

What successful knowledge management can bring to a firm depends much on which
industry the firm inhabits and what value it delivers. Gloet & Teriovski (2004) states that the
value of knowledge management is to formalise and tailor knowledge so that it creates new
business capabilities and encourages innovation. In other words, from this standpoint,
knowledge management exists to structure a firm's intellectual- and structural capital to
respond to opportunities on the market. In knowledge intensive industries, the vast majority
of projects include creating knowledge and tailoring internal competencies to commercial
services to the marketplace (Harkema, 2003). As such, regardless of industry, firms must
develop the capability to structure their knowledge management activities in line with market
needs of their inhabited industry to build scalable knowledge based operations and internalise

individual knowledge into structural capital. To capture such knowledge, an organisation can
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use standardised measuring tools to map where knowledge originates, how and where it is
transferred. The issue comes with the transfer and application of tacit knowledge, which
cannot be easily taught and applied. This is further described by Dretske (1981) who defines
knowledge as one’s insights drawn from information, which is confined to each individual’s
own cognition. This statement further implies that there are challenges related to the transfer
of knowledge from individual level to organisational structural capital since it stresses the
importance that each individual's cognitive process needs to apply meaning to information.
Likewise, Argote & Ingram (2000) defines knowledge transfer as the process in which one
group is affected by the experience of another. Where knowledge is stored has been of great
interest to fully capture the picture of a firm's transferring capabilities. Knowledge
resorvaries, a word derived from French meaning “to keep for future use” is an important
concept to understand how knowledge is diffused. Argote & Ingram (2000) claims in their
model that knowledge is not as much stored in individuals or business units but is embedded
within core processes of the business. From this standpoint, the authors argue that knowledge
exists within the interplay between an organisation’s members, technology and tasks.
Technology in this view, is the hard- and software an organisation uses to create its value. In a
knowledge-intensive firm this might be the know-how of its workers. Tasks refers to the
mission statement, strategy and operational procedures of a firm (ibid). Adopting this view,
the implication is that knowledge is rarely stored within well defined boundaries and includes
complex interactions between the overlapping activities of the organisation. When operations
are the subject to causal ambiguity, and no clear operational procedures can be mapped out to
understand the overlapping interactions of knowledge, transferring it to structural capital
becomes all the trickier as it becomes harder to create organisational stickiness to capture
poorly understood knowledge flows and interactions (Szulanski, 2000). At last, this can be
further linked to the resource-based view (Barney 1991), who states that organisational
success is determined on how well firms translate their organisational resources into
inimitable capabilities that create a sustainable competitive advantage. Put differently, if
knowledge cannot be transferred from individual to organisation, the capacity to build
sustainable competitive advantages diminish when human capital leaves through the door

with the knowledge they inhabit.
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2.2 Organisational Structure

By reviewing the literature, many definitions of organisational structure can be found. Miles
et al (1978) and Mucyk (2004) defines organisational structure as the structure in which
companies strategistically outline certain activities in order to reach organisational goals,
further allowing companies to reach- and maintain necessary efficiency in the company’s
operations. At its core, these mentioned activities are referring to different rules, roles and
responsibilities which helps structure the organisation as a whole (ibid). Similarly, the
prominent business scholar Mintzberg (1979) states his definition of organisational structure
as a framework where the relationship between jobs, systems, operations, process, people and
groups are organised in order to achieve goals. Likewise, Hodge and Antony (1991) describes
the concept of organisational structure as an internal model which highlights relations, power
structures, channels of communication, responsibilities and who takes decisions. Another
definition underlines the pattern of interaction that outlines the links between an
organisation's employees, tasks and technologies (Stanford, 2015). In connection, Arnold &
Feldman (1986) focus on how structures are connected to information flow, further stressing
relations in terms of hierarchy and reporting within the organisation. Finally, Ahmady et al
(2016) describes organisational structure as a “manifestation of systemic thought”, meaning
an organisation is composed of different elements which allows for a certain adoption of
philosophy on how to organise activities, further resulting in a method in which activities are
divided, coordinated and organised in order to achieve organisational goals. Based on the
definitions above, organisational structure can be generally summarised as a phenomenon
where a company strategically structures its internal activities to achieve goals and

objectives.

According to Mintzberg (1981) there is no “right” organisational structure, however, the
chosen organisational structure has to align the overall activities of the company in an
efficient way. As Mintzberg (1992, 2009) further suggests, organisational structures can be
differentially understood and viewed based on three dimensions. The first dimension refers to
the key part of the organisation, relating to the central business component in which success
and failure is determined. The second dimension is the prime coordinating mechanism, how

the organisation coordinates its activities. The third dimension relates to decentralisation
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used, highlighting to what extent subordinates are involved in decision-making processes of
the organisation. Similarly, Schein (1971), presents three dimensions in which organisational
structures can be understood, consequently highlighting: hierarchy, functionality and
inclusion. The hierarchy dimension relates to power structures between employees and units
within the organisation. The functional dimension describes how working processes function
within the organisation. Lastly, the inclusion dimension opt to describe employees' distance to
the central core of the organisation. From the perspective of above scholars, organisational

structure acknowledges the persuasion of work roles, power, hierarchy and activities.

In regards to hierarchical structures, literature often uses the broad concepts of centralised-
and decentralised structures. The centralised structure is described to rely on a top-down
approach where decision-making power comes from a small group of people; one or multiple
executives at the top of the organisation (Brooks, 2003; McShane et al., 2005: Robbins et al.,
2001). Thus, centralisation strongly refers to decision authority and control (Lee & Choi,
2000) The virtues of centralisation are discipline, standardisation, single mindedness and
effective control (Mintzberg, 1979). Thus, the potential benefits of the centralised structure is
arguably the formality in terms of clear roles and control, where clear strategic
decision-making allows for rapid allocations of resources and focus (Grant, 2019). However,
Pemberton & Stonehouse (1999) argues that the centralised structure faces numerous
challenges, referring to the reduceduction of communication-, commitment- and the sharing
of ideas among employees. Complementary, Carrier (1996) elaborates on challenges, stating
that vertical reporting reduces the interaction between employees in the organisation, further
resulting in diminishing motivation and commitment to share ideas between different layers

of hierarchy.

To have an increased rate of knowledge-sharing, Chen & Huang (2007) argues for a more
decentralised organisational structure - where communication easily can diffuse. In contrast
to centralisation, the decentralised structure tends to be more bottom-up, informal, flexible
and flat, ultimately distributing decision-making power between various levels of employees
within the organisation (Lunenburg, 2012: Grant 2019). Decentralised organisations tend to
reduce hierarchical layers: shrink headquarter staff, emphasis horizontal communication as

well as opting to move control from supervision to accountability (Grant, 2019). The
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decentralised structure is also described to allow for greater autonomy and responsibility
among employees, where the concept of self-sufficiency is underlined (ibid). Chen & Huang
(2007) also states that collective decision-making can motivate employees to participate in
activities to a greater extent. Additionally, decentralised structure tends to operate agile and
flexible since employees commonly move between different roles and responsibilities,
consequently making the organisation better suited to respond to local changes and
circumstances (Grant, 2019). However, a major disadvantage connected to the decentralised

structure refers to the lack of hierarchy and ineffectively to take decisions (Kates, 2010).

Furthermore, organisational structures can be visualised using organisational charts:
diagrams, pyramids or other images. By using these illustrations, formal organisational
relations- and reporting structures can be determined. In other words, the charts represent the
shape and hierarchy of power- and reporting measures, usually illustrating the most powerful
individuals of the organisation at the top, while lesser power is present at the bottom
(Meuleman, 2008). Both the centralised- and decentralised organisational structure can be
boiled down to represent different nische structures with unique characteristics. Such nische
structures refer to: functional-, divisional-, flatarchy- and matrix structures. In the family of

matrix structures, the network-based organisation is represented.

To answer the stated research question, and to stay within the limitations of the research,
there is a need to examine the organisational structure of the network-based organisation.
Consequently, the following section will be dedicated to present information in regards to the

mentioned structure.

2.2.1 Network-Based Organisations
The network-based organisation commonly features a relatively decentralised and informal
way of structuring an organisation (Grant, 2016). The structure could in its simplest form be
described as a network system of individuals, connected by links (Cross et al, 2010). Scholar
Everett (2011) has an elaborative definition, describing the structure as a cluster of informal
networks, where independent employees collaborate to achieve common goals. Likewise,
Kisielnicki & Sobolewska (2019) focuses on defining a network-system in which individuals

interact to collectively create value. Similarly, Aalbers & Dolfsma (2015) describes the
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structure as horizontally based networks, consisting of tangible and intangible resources, that
are connected to achieve specific objectives. Additionally, Grant (2019) connects
organisational structure to the process of employee interaction, where partnership is desired
to combine and allocate resources and capabilities where needed. From the above definitions,
the purpose of the network-based organisation is arguably to combine competencies and
know-hows through a network, to achieve desired organisational objectives. Hence, the
underlying concept of the network-based structure refers to the importance of peer-to-peer
interactions and connections within a social network. Moreover, employees interact and
control relations that are both internal and external to the organisation (Grant, 2016).
Accordingly, the social network includes both intra- and inter-organisational ties consisting of
either formal- or informal relationships. The reasons to organisationally adopt a
network-based approach, should according to Snow et al (1992) be based on the contextual
result of globalisation, technology transfer- and change, deregulation, changing workforce
demographics, manufacturing enchantments, faster communication channels and greater

social- and political freedom.

Furthermore, Wheatley & Kellner-Rogers (1996) argues that relationships are key to access
intelligence in the network-based organisation. The author further explains that information
can be developed, shared and maintained as a result of relationship-building. Consequently,
when the network expands, the organisation gets wiser - the more access individuals have to
one another, the more possibilities there are to extract information from the network (ibid). In
the light of this logic, network-based organisation is arguably advantageous for organising
synergies in terms of knowledge management: collaboration eases the process of desired
knowledge sharing (Aalbers & Dolfsma, 2015). Thus, organisational structure cuts
traditional boundaries by sharing knowledge among an entire network, rather than in specific
business units (ibid). Advantages linked to the network-based structure refers to the
flexibility of employees, who can structure themselves in various forms to rapidly adapt to
changes in uncertain environments. This way, teams can be shaped and reorganised to tackle
emerging challenges with an agile approach (Belbin, 2012). Further advantages stemming
from the organisational structure refers to motivation, Since there is an absence of vertical
reporting in the network, with minimum status connected to hierarchy, employees tend to

work with a sense of enthusiasm (ibid). Disadvantages of the network structure commonly
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relates to the lack of direct control: the flat hierarchy has limited vertical reporting, implying
hardship to quickly act in decision-making processes, as well as problems relating to the
behaviour of employees that cannot work without immediate supervision (Podolny & Page,
1998). The lack of control can have complications on the delegation of certain tasks, since
responsibilities may be unclear (Wheatley & Kellner-Rogers,1996) . Further risks associated
with the network-based organisation relates to how networks sometimes fail to deliver results
as a consequence of lacking knowledge, skill and motivation (ibid). Lastly, the individual
work-approach may foster unhealthy rivalry among employees in the network, conflicting

and competing against each other over performing tasks (Thiel, 2021).

To mitigate some potential risks associated with the network-based organisation, the concept
of organisational coordination is stressed, rather than hierarchical control. Coordinating
mechanisms are performed in order to get work done within the network (Grant, 2019).
Accordingly, a common coordination mechanism refers to financial incentives (ibid). Thus,
financial incentives relate to the coordination based on monetary reimbursement for doing
certain activities. The success of incentives as a governing mechanism is determined by the
ability to align organisational- and individual goals (Prendergast, 1999). Thus, there are risks
associated with incentives that promote “wrong” behaviour when organisational- and
individual incentives do not correspond. Holmstrom & Milgrom (1991) states that such
incentives can drive individual behaviour away from valuable organisational activities. As
such, in organisations governed by financial incentives, employees sometimes need to
prioritise choices - and incentives tend to promote individual rewards above options that
increases organisational value (ipid). There are further potential pitfalls in creating incentives
that correspond to the stakeholders. Free-rider problems are often present when output is not
ascribed to individual efforts, where employees cannot internalise the full benefit of their
work - and where the monetary reimbursement is shared among the group members
(Newhouse, 1973). Furthermore, financial incentives are powerful when an organisation is
pursuing a cost leadership strategy - but less suited for differentiation and innovation
strategies (Grant, 2016). Similar argument is put forward by Christensen et al (2008), namely
that organisations pursuing financial discipline will do so at the expense of bringing radical

innovations to the market. As such, monetary incentives directly related to output are usually
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tools that reward sales and financially beneficial behaviour, but can drive away behaviour

from pursuing more long-term strategic goals (Gneezy et al, 2011).

At last, the below figure is presented in order to gain an illustrated overview of how a social
network can look like in a network-based organisation, based on the definition of Grant
(2016). The figure aims to explain the fundamentals of the network, stressing the informality
without bosses nor vertical reporting. Instead, individuals have to create and foster
relationships on their own in order to unlock information and partnership in the network.
Accordingly, as the organisation grows and expands, more members enter the social network
- meaning the web of possible interactions becomes wider and more complex. Thus, the
illustration refers to a relatively small network and could eventually expand to an unlimited

number of members.

Figure 2 - Example of a social network
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2.3 Summary of Theoretical Framework

To fully conceptualise this theoretical framework, it seems relevant to describe the overall
linkages between the different theoretical fields of structural capital and the network-based
organisational structure. As stated, the purpose of this paper is to investigate challenges in
developing and maintaining structural capital within a network-based organisation and to test
theoretical and empirical links between these two academic fields. The presented literature
has defined network organisations as an entity who coordinate their activities through
individual interactions within a network. It has also been stated that a network organisation is
guided through coordinating mechanisms such as culture and incentives rather than vertical
reporting to managers (Grant, 2019). Furthermore, it has been devised that resources, within a
network, are embedded into the organisational mechanism itself where the key to access
intelligence lies in one's ability to have access to as many network members as possible
(Nahapiet & Ghoshal, 1998). Network organisations are then also more flexible and agile but

are so at the expense of clear delegation of responsibilities, roles and decision-making.

As the name implies, building and maintaining structural capital necessitates structured
processes for it to be managed. Structural capital has been defined as the knowledge
infrastructure of the firm, with an implicit aim of internalising the knowledge of a firm's
workers to create efficiency and make knowledge resilient to staff turnover (Edvinsson,
1997). The aim of the presented literature has been to show challenges that could occur in the
process of making human capital into structural capital, when these processes materialise
themselves within a network-based organisation. As has been shown throughout the
theoretical framework, managing structural capital requires a structured approach and the
network based organisational structure tends to have a lack of structure as one of its main
characteristics. The aim with this theoretical framework has therefore been to show how these
polarised concepts could explain challenges that might occur when developing structural

capital in a network-based organisational structure.
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3. Methodology

This chapter aims to present the methodological approach adopted by the authors to conduct
the research. The methodology chapter will initially explain the chosen research paradigm,
strategy, and design. This is followed by a section of data gathering, where both primary- and
secondary data are examined. Thereafter, the approach to data analysis through thematic
analysis will be presented. Finally, the chapter will end with a section that connects the

different parts of the methodology.

3.1 Research Paradigm

The discussion of what philosophy of science researchers adopts to understand studied
phenomena lies prior to any discussions of methodological choices. Ontology, which
concerns the nature of reality, can be divided into two extremes. Depending on what stance
researchers adopt will ultimately affect the methodology and epistemological considerations -
in regards to how knowledge about the studied phenomenon is best generated (Bryman &
Bell, 2018). The contrasting schools of thought surrounding ontology can be divided into
objectivism and constructivism. Objectivism, which has its root in the natural sciences,
regards reality as an objective entity in which researchers generate knowledge by simply
gathering data from a world independent from human influence (Saunders et al, 2009). In
other words, organisations and institutions are believed to be rigid structures whose
procedures and hierarchies exist independently from the actors inhabiting them. The role of
the researcher, according to this perspective, is the belief that he or she works as an objective
observer of the studied phenomenon. The other extreme of ontological beliefs is the one of
constructivism. As suggested by the name, this stance would argue that reality is constructed
by social actors (Bryman & Bell, 2018). From this perspective, reality is best understood by
looking at what meaning social actors ascribe to the unit of analysis (Moses & Knudsen,
2012). Another implication from this ontological view is that the nature of reality is in
constant change, as beliefs and values are under constant revision (Bryman & Bell, 2018).
This implies that any researcher can affect general validity of a paper, where subjective bias
is an intrinsic part of all knowledge about reality that is generated. This is due to the

ontological belief that researchers can merely interpret and apply their own meaning to the
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studied phenomenon where other social actors apply different meanings to the same unit of

analysis (Saunders, 2009).

Following ontological consideration, comes epistimodical choices. Epistemology surrounds
the idea of what constitutes acceptable knowledge in a research project (Bryman & Bell,
2012). It is therefore tightly tied to ontology, where it can be seen as a subordinate research
choice of how data is best generated and analysed in accordance to one's ontological beliefs.
The objectivistic ontological stance is usually associated with the epistemological belief of
positivism. Positivism only regards researches that are tacit, measurable and those that can be
confirmed by the senses to be acceptable knowledge in the field of research and science
(Bryman & Bell, 2012). Much like in the natural sciences, this epistemological perspective
regards theory as a deductive reasoning tool where a testable hypothesis can be either rejected
or accepted. Even in the social sciences, which is tainted by human interference, the aim and
belief of a positivistic approach would be to generate law-like relationships between theory
and data which can be derived in an unbiased manner from the conducting researchers. Such
researchers would value quantitative methods to best describe their studied phenomenon to

find explanatory relationships between variables (Moses & Knudsen, 2012).

On the other side of the epidistomodical debate lies the interpretivist camp. Following a
constructivist ontology, the interpretivists would argue that naturalistic principles, as
advocated in positivism, fail to explain and understand phenomena in the social world (ibid).
Instead, the unit of analysis that generates acceptable knowledge within this research tradition
is regarded as the meaning social actors place on the studies phenomenon (Dudovskiy, 2018).
In other words, what is being studied can have different meanings to different actors involved
in the research depending on the social circumstances where the study is being carried out.
Following this perspective, results from research cannot be generalised across different social
environments, as argued in the positivist camp, since the meaning individuals attribute to the

studied phenomenon differs across situations, cultures and organisations (ibid).

As for this paper, which has investigated challenges of developing and maintaining structural
capital in a network-based organisation, the researchers argue that the most appropriate
scientific philosophy to apply to understand this complex phenomenon would be an
ontological position of constructivism and epistemology of interpretivism. As the research is

highly context dependent, involving a multitude of employees and other stakeholders,
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understanding this complex web of social interactions through a naturalistic lens seems as
unfeasible as it seems unpragmatic. Implicitly, this paper will argue, from its ontological and
epistemological standpoint, that the findings derived from this project is highly dependent on
the social context that the research is being conducted. In other words, although findings
might explain how, in this case Centigo, manages structural capital, it will not work as a
law-like relationship that can be transferred to other organisations due to the research's highly

context dependent nature.

3.2 Research Strategy

The choices of ontology and epistemology not only affect the overall beliefs of reality on
how structural capital can be managed, it also have implications for how theory and data are
used throughout the project. When faced with the dilemma of how one uses theory and data,
the researcher has the possibility of opting either with a deductive or inductive approach.
Deductivism, which is the prefered scientific method in objectivism, means that the project
moves from theory to data (Bryman & Bell, 2012). Mostly found within the natural sciences,
theory is used to devise a hypothesis which is then tested through data which is either rejected
or confirmed. Implicit in this reasoning paradigm is that theory guides the decision of what
data that needs to be gathered to test theory. The standard methods used to gather and analyse

data in deductive reasoning is confined within quantitative methods.

Another research strategy, opposed to deductive reasoning, is the so-called inductive method.
In such research the opposite is true for the relationship between theory and data, as the
research project moves from data gathering to theory. In inductive projects, researchers tend
to use qualitative methods (Bryman & Bell, 2012. The goal of this approach is to investigate
patterns in data, and subsequently formulate a theory from the observed data points (Saunders
et al, 2009). All inductive theory does not formulate all reaching theories but produces
generalizable empirical data to be used in further research. This study aims to investigate
hardships in developing and maintaining structural capital at a decentralised network-based
organisation, and will do so by applying theories surrounding the topics of organisational
structure, structural capital and knowledge management. Subsequently, collected data is used

to test the relationship between the theoretical framework and the empirical data.
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In other words, the project is moving from theory to data, opting for the deductive approach.
Techniques to gather both primary- and secondary data have been applied following a
qualitative approach. Critics may argue that the choice between research strategy, ontology
and methodology is misaligned and does not belong to either the constructivist or objectivist
research paradigm. The paper would defend this approach nonetheless by referring to the
pragmatic school of thought, coined by Tashakkori & Teddlie (1998). These authors argue
that fully committing to one paradigm is unrealistic and the driving force that should guide
the methodology of one's research is what methods and philosophical stances that best help
answer the research question. Even though this research has adapted a deductive strategy, it
will not be carried out by formulating and testing a hypothesis. Yet, aims to test the
relationship between theories of structural capital and organisational structure has opted to
extend literature on the topic. In this regard, the authors argue that a suitable way to conduct
the research, was to construct a theoretical framework which is based on a systematic
literature review, further being compared and analysed in relation to the empirical data which

is presented through the perspective of a thematic analysis.

3.3 Research Design

Bryman & Bell (2012) defines research design as “a framework for the collection and
analysis of data”. As different designs have a great influence on the generalizability and
causality measured in the research, it is important to choose a design that is consistent with
the overall research aim and strategy of the study. Implicitly, when investigating the research
question of the challenges connected to developing and maintaining structural capital at a
network-based organisation, the adopted design will consist of a single case study. In other
words, the research aims at investigating the challenges in developing and maintaining
structural capital in one particular case and company to get an in-depth understanding of the
specific context around the processes occurring in Centigo’s organisational environment. The
researchers also argue that the choices of research strategy, methods and design are well
aligned. With an epistemological stance of interpretivism, the paper is humble for the fact
that the studied phenomenon derives different meanings across individuals in the studied
organisation, as perceptions of what factors to consider will likely differ across individuals

and business units. The choice of using qualitative methods also aligned beliefs that
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semi-structured interviews would generate alternative views of the studied phenomenon,
greeting a great breadth and depth on the data collected. Although using this data collection
technique in a deductive approach is somewhat unusual, as previously mentioned, we believe

that this choice is still best suited to answer the stated research question.

Furthermore, as the aim of the research is to discover how a network-based organisational
structure affects a firm’s ability to develop and maintain structural capital, one may argue that
the study is being conducted from an exploratory standpoint since it is highly context-driven.
To the best knowledge of the researchers, limited previous studies have been conducted on
the interplay between network-based organisations and structural capital, which would
strengthen the perception that the study is of exploratory nature. In an exploratory study, the
aim is to shed light on a new phenomenon in which little prior knowledge exists (Bryman &
Bell, 2012). Investigating the link between organisational structure and structural capital
aligns the research’s constructivist ontology, and the authors further argue that the unique
combination of perceptions, beliefs and values are highly context-specific to Centigo, in
which qualitative methods are arguably the most desirable to use. However, the study also has
some explanatory elements, in which the study aims at investigating the relationship between
variables (ibid). The authors argued that many concrete variables and concepts would be
derived from applying empirical data on theories, ultimately highlighting what factors
determine challenges in developing and maintaining structural capital in a network-based
organisation. To conclude, the single case study has both exploratory and explanatory

elements.

3.4 Data gathering

Based on the purpose of the research and the stated research question, data collection
becomes essential in order to conclude answers. According to (Joop & Boeije, 2005), primary
data refers to information that is directly gathered by the researchers to answer the research
question, while secondary data refers to already existing data from available sources which
can aid in the process of addressing a research question. For this case study, both primary-

and secondary data have been used. Primary data has been generated by conducting

32



semi-structured interviews, while secondary data has been collected in regards to a systematic

literature review.

3.4.1 Primary Data

As stated by Bryman & Bell (2018), a qualitative research strategy focuses on gathering
non-numerical data to understand a phenomenon. Hence, a qualitative research method
should focus on collecting data in terms of words and quotes stemming from individuals of
chosen sample groups. This way, insights can be collected which can be valuable for
understanding a specific context connected to the research question. To gather qualitative
primary data, a preferred approach is to conduct interviews. Even though there are numerous
approaches to how interviews can be structured and collected, this research will follow the
approach of semi-structured questions. Consequently, this technique allows the interviewer to
possibly explore topics more in-depth, as well as investigate unknown topics to eventually
understand the interviewed respondents to a greater extent (Bryman & Bell, 2018). Given the
stated research question, the authors argue that it is highly necessary to perform
semi-structured interviews to gather primary data which will resolve as the input of content to

perform a thematic analysis that will later present the empirical findings.

3.4.1.1 Interview Method

Given the demands to gather information-rich insights in terms of empirical data in a
qualitative study, the authors argued that the process of conducting interviews was the best
suitable way to aid the main objective, being to answer the stated research question. An
alternative method to collect qualitative primary data could arguably have been to provide
respondents with written questions. However, these methods did not allow for the open-ended
answers that this case study arguably needed. Instead, a semi-structured interview approach
was chosen, since it was believed to be the best-suited method to provide qualitative
information of interest to this research. The semi-structured interview technique refers to the
process where the interviewer has a set of questions prepared in an interview guide, in which

the sequence of questions can vary (Bryman & Bell, 2018). Also, respondents have a chance
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to ask questions in response during semi-structured interviews, creating a more flexible
conversation environment where all questions do not have to be planned in advance.
However, some main questions from the interview guide should be conducted in a broad and
standardised way in order to ease the process of asking follow-up questions, and the guide
should also help keep the conversation within the boundaries of the topic (Bryman & Bell,
2018). Most importantly, from the interest of the research, the interview guide and questions
should be based on the theoretical framework as well as on the research question to follow a
deductive research approach. The semi-structured interview guide used for the primary data

gathering in this research followed this logic, and is attached and presented in appendix (1).

3.4.1.2 Selection of respondents

In accordance with Marshall (1996), the purpose of qualitative sampling, or the selection of
respondents, is to compile information from individuals that are likely to provide useful
insights to the research question. Multiple of these individuals eventually creates a sampling
group that represents an entire population, further acknowledging how the group
contextualises its understanding in specific situations and contexts (Bryman & Bell, 2018).
However, to gather a sample group that fully represents an entire population is arguably
impossible in complex qualitative studies. Therefore, researchers should focus on selecting an
appropriate sample group that is best suited to answer the stated research question (Marshall,
1996). Such samples are according to Bell et al. (2018) defined as purposive sampling - a
sample that is only used for the sake of the research goal and question. In other words, data
should be gathered in a non-probable way, meaning the selection of respondents should be
based on the subjective judgement of the researcher rather than by random selection.
Furthermore, there are different types of purposive samplings, such as generic or theoretical.
However, there is no best practice in that choice as long as it is motivated and aligned with
the research question, design and style of data analysis (Bell et al, 2018). Additionally,
Marshall (1996) argues that in qualitative studies, the importance of achieving an improved

understanding of a phenomenon is far more important than generalising a conclusion.

In terms of this research, the selected sample group of interview respondents are purposive,

meaning the authors picked respondents based on their suitability and qualifications to
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provide insights that could help answer the stated research question. Since this is a single case
study, where the research question aims to investigate challenges connected to structural
capital in the network-based organisation, all respondents were employed at Centigo, the case
company. To align the qualitative research design with purposive sampling, respondents were
chosen by having competencies within the theoretical field of organisational structure as well
as having experience with managing structural capital. These criteria were chosen on the sole
basis to ensure that respondents had some understanding of the purpose of this research.
Following the criteria-based selection, the respondents were found through Centigo’s internal

competencies network-sites and were thereafter contacted by the authors.

3.4.1.3 Conducting Interviews

The interview respondents were directly contacted through email, where communication
regarding where and when the interview would take place was stated. In addition, the
respondents also received communication about the research question as well as the purpose
and topic of the case study, prior to the interview. This was done in order to give the
respondents time to reflect on the topic before answering the semi-structured questions.
Furthermore, all interviews were held through video conferences using Microsoft Teams - a
software that was very known among all the respondents since they use it in their daily work
at Centigo. The choice to conduct the interviews remotely was partly done to protect
participants from the current Covid-19 outbreak, and due to geographical differences among
the participants. According to Bell et al (2018), potential technological risks may emerge
from conducting video conferences remotely, such as connection problems or varying quality
among software- and hardware equipment. Furthermore, conducting remote interviews also
means that there are no physical meetings which can arguably result in the risk of

respondents not being as present as in a face-to-face interview (Bell et al, 2018).

In terms of this research, all semi-structured interviews were held in Swedish, the native
language for the authors as well as the entire sample group of respondents. Having the
interview in the participants native language was crucial to easily let everyone express their
thoughts and questions, and to mitigate potential risks of misunderstanding stemming from

language-barriers. The interview-meetings were scheduled for 30 minutes and were initiated
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by a planned introduction phase, where respondents got informed about the background and

purpose of the research as well as receiving information that they would remain anonymous.

In addition, the respondents received the option whether they accepted to be recorded or not.

Furthermore, minutes were allocated for small talk in order to build up trust for the research

and credibility between the participants. This step followed by the actual execution of the

interview. Hence, by following the interview-guide, answers to the research question were

explored and gathered. The recordings were later transcribed to conclude content that could

easily be handled during the performance of the thematic analysis.

In table 2 below, an overview of the respondents used for primary data collection is

presented. Note that the column “transcribed duration” excludes minutes of the introduction

phase of the interviews.

Table 2: Respondents from Primary Data Collection

Respondent Date Years at the Language Transcribed

Company Duration
R1 5/4 -22 8 Swedish 22:52 min
R2 5/4 -22 12 Swedish 19:50 min
R3 6/4 -22 16 Swedish 23:47 min
R4 6/4 -22 1 Swedish 18:05 min
RS 7/4 -22 12 Swedish 21:28 min
R6 11/4 -22 4 Swedish 15:47 min
R7 11/4 -22 7 Swedish 16:14 min
RS 11/4 -22 1 Swedish 24:37 min
R9 12/4 -22 15 Swedish 17:17 min
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R10 13/4 -22 13 Swedish 25:01 min
R11 19/4 -22 1 Swedish 21:34 min
R12 19/4 -22 17 Swedish 24:56 min
R13 19/4 -22 12 Swedish 22:18 min
R14 22/4 -22 3 Swedish 23:45 min
R15 26/4 -22 5 Swedish 19:49 min

3.4.2 Secondary Data

Secondary data mainly refers to already existing information that involves analysis of data
presented by other researchers, which can be sourced from articles, books, newspapers,
Government statements, etc (Bryman & Bell, 2018). For this research, secondary data has
been presented in the theoretical framework, which has been conducted following a
systematic literature review. The aim of the systematic literature review, and consequently the
theoretical framework, has been to provide the reader with a transparent and exhausting
evaluation of theories on the topic of structural capital and organisational structure. In
accordance with Bryman & Bell (2018), a successful and transparent literature review can

make up for biases in the data gathering process.

3.4.2.1 Systematic Literature Review

As mentioned, the theoretical framework of this study is based on a systematic literature
review - a method that according to Patticrew (2003), strives to identify, track and appraise
literature and information in regards to the research question. In agreement, Patel & Davidson
(2011) describe systematic literature review as an approach to collect, structure, and integrate
data in a comparable way, eventually providing an overview of current research on the topics.

These descriptions are further strengthened by the definition stated by Bell et al. (2018),
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saying that a literature review refers to the critical examination of existing research, while
theory in itself refers to the explanations of phenomena based on historically observed
patterns. With the above statements, the authors of this research have argued that a systematic
literature review was necessary to conduct in order to follow the deductive structure of the
method. Thus, a theoretical framework provides deeper insights on the chosen research topic

to consequently aid the formulation of a desired research question based on learnings.

However, in order to conduct a systematic literature review, a search strategy has to be in
place, ultimately setting the boundaries to how literature and information should be gathered
and managed (Bryman & Bell, 2018). In other words, the search strategy refers to the
approach that states that a number of specific databases will be used, where relevant search
keywords are entered to ease the process of finding information of interest. Additionally,
these keywords will be based on inclusion- and exclusion criteria, which will be present to
aid the search for relevant literature and information. The databases used for this study
include Google Scholars, Emerald, Crossref, PubMed and databases connected to the
platforms of the University of Gothenburg. The databases were used through a software
program called Publish or Perish, which retrieves and analyzes citations. Relevant inclusion
criteria were based on the topics of structural capital and organisational structure. To limit the
research, exclusion criteria involved no other focus than on organisational theory, the
network-based organisation and structural capital. Eventually, by entering keywords into the
software, such as: “structural capital”, “organisational structure”, ‘“network-based
organisation”, a total overview of relevant findings based on the search criteria were
presented and highlighted. To source previous research of high quality, the authors opted to
gather the academic papers with the most numbers of citations connected to the specified

theory of interest.

Ultimately, by applying the search strategy in the citation software, an exhaustive number of
relevant literature was presented - providing the researchers with a good approach to conduct
a systematic literature review with interest in the chosen research topic. In below table 3, an

overview of used inclusion criteria and search terms are presented:
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Table 3: Inclusion criteria and search terms for systematic literature review

Inclusion Criteria Search terms
- Organisational Structure - Organisational Structure
- Network-Based Organisation - Decentralised Organisations
- Structural Capital - Network-Based Organisation
- Knowledge Management - Knowledge Intensive Organisation
- Knowledge Management

- Knowledge Sharing
- Structural Capital

- Organisational Incentives

3.5 Data Analysis

According to Bell et al (2018), data analysis is a crucial part in every research since it
explores data in a meaningful way closely connected to the research question. However, there
can be multiple approaches to how data analyses are performed. For this qualitative case
study, a thematic approach has been chosen - a method that strives to identify and analyse
repeated patterns in the empirical data. This technique is commonly used in qualitative
research since it systematically discovers and organises codes based on the frequency of
certain words and phrases used among the interviewed individuals (Bryman & Bell, 2018).
Likewise, themes are likely to be identified when individuals communicate their answers and
observations in a coherent way. Consequently, consensus and similarity in word-use among
the sample group may conclude a summed answer, further representing what the entire
population group is most likely to answer given the question. In other words, a theoretical
understanding is based on the process of searching through large empirical data sets, in this
case interview transcriptions, to find patterns of repetition in answers. Yet, the thematic
analysis gets more complex depending on how unstructured the gathered data is (Bryman &

Bell, 2018).

Prior to the performance of the thematic analysis in this research, the authors read through the

transcriptions multiple times in order to get a good overview of the empirical data. The
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transcriptions were thereafter scanned once again for interesting words, phrases and ideas that
could be valuable for answering the research question. Thus, the authors constantly searched
for phrases that identified challenges, further paying close attention to the word “challenge”
and similar synonyms. This was done through a thematic coding approach, further meaning
that certain repetitive findings were highlighted and grouped in first- second and third order
codes. As a result, three main themes were identified to constitute challenges, ultimately

serving as the main findings presented in the empirical data section of this case study.

An overview of the thematic analysis conducted in this research, with its first-, second- and

third order codes, is attached and presented as appendix (2).

3.6 Research Quality

There are many potential pitfalls that could decrease the overall quality of a research. In
terms of this research, the authors argue that most problems would likely occur during the
gathering of both primary- and secondary data. In other words, if the researchers fail to
properly prepare a well thought interview guide, choose a location where respondents feel
safe or generally do not comply with the art of interviewing - or to fail conducting proper
boundaries for a systematic literature review - then the research will suffer from decreased
quality. Such mistakes could have a negative impact on the quality of the data, which makes
any further analysis less reliable (Bryman & Bell, 2012). Thus, when discussing any potential
problems and solutions that could arise during the research, a number of cretirons need to be
set to best ensure the quality of the research. As this research adopts a qualitative case study
approach, criterion for evaluating the quality such as validity, generalizability and reliability
becomes less of an issue since these factors are usually constrained to quantitative studies
(Hammersley, 2007). In contrast, Lincoln & Guba (1985) stressed judgements with criterias
connected to trustworthiness - including the credibility, transferability, dependability and
confirmability. In the below sections, an overview of the mentioned criterions around

trustworthiness will follow, from the authors perspective.
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3.6.1 Credibility

Credibility concerns the researchers ability to infer logical and accurate information in their
analysis of their interview subjects (Lincoln & Guba, 1985). In other words, one potential
problem that might arise during the research is if the researchers fail to properly interpret the
answers of the interviewees, which would then decrease the value of the findings at large.
This potential problem could be overcomed by communicating introductory information at
the beginning of every meeting - where respondents were informed that they were allowed to
stop the interview at any time to get clarification on the question. Also, respondents were
allowed to supplement and expand their answer if they felt misrepresented or wanted to add
something that was not asked during the interviews. Thus, a number of ending questions were
integrated into the interview guide to offer an opportunity to complement answers, ultimately

increasing the credibility of the gathering of primary data.

3.6.2. Transferability

Another potential issue of great importance is transferability. Transferability regards to what
degree the research can be transferred to other settings. In line with this research
epistemology, the authors believe that the unique set of individual values and organisational
structure at the case company could make it complicated to infer as a result to other
organisations. However, the research could still ensure some transferability in giving a
transparent view of the methodology used, further underlining the collection of data. By
stating the number of respondents, the length of the interviews, the time of data collection
and by presenting the semi-structured interview guide and thematic analysis in appendix,
other researchers are allowed to find inspiration from the techniques and considerations used,
as suggested by Shenton (2004). Problems surrounding this element could arise if the authors
do not take careful notes on who they are interviewing, when it takes place and generally
keep a good account of their data gathering process - a pitfall that has been taken in
consideration and worked to mitigate. Additionally, the exhaustive overview of theories
regarding structural capital and organisational structure stemming from the literature review

may be useful in other settings of research.
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3.6.3 Dependability

Thirdly, the authors have worked to ensure high dependability of the research. Bryman &
Bell (2012) defines dependability as an ‘auditing’ procedure, where the authors should
carefully log their work, and be able to withstand an academic audit from peers. This, in turn,
will ensure high quality content which is a prerequisite if any theoretical contributions can be
derived from the research (Bryman & Bell, 2012). Following this procedure, the authors have
mitigated problems associated with the potentially unaligned decisions between methods,
strategy and the design of the research, which has been argued for in the initial parts of the
method. Additionally, by using the assigned time for discussion with the research supervisor
and peer students, and to ask these individuals to carefully ‘audit’ every step throughout the
writing process, the researchers hope to have ensured high academic quality with this

research.

3.6.4 Confirmability

Lastly, as suggested by Lincoln & Guba (1985) when conducting qualitative studies, any
research must work to ensure high confirmability. Thus, confirmability relates to the
researchers inherent biases that affects the research (Anney, 2014). In this research, a
potential problem in relation to confirmability could arise due to the interpretivist nature and
qualitative methods used, as some choices widens the space for the authors to interpret data
according to their own value systems. The authors have tried to mitigate this problem by
acknowledging how their own values might affect the research. Some bias will arguably be
impossible to wash off. However, by following the rigorous methodological process, with
standardised procedures for both primary- and secondary data gathering, as well as for
thematic analysis, this research aims to deliver content of high research quality, where biases

are kept at a minimum.
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3.7 Summary of Methodological Choices

As a concluding remark, it becomes relevant to summarise the overall linkages between the
methodological choices of this research. As stated, this case study is based on a constructivist
worldview where the aim of the authors is to understand the socially constructed reality of the
subjects surrounding the research question. This has been done by conducting a systematic
literature review that evaluates an exhaustive number of existing theories on the desired
research topic. The gained theoretical understanding resulted in a theoretical framework that
assisted the formulation of the stated research question, ultimately making the
methodological process move from theory to data - opting for a deductive methodology
approach. The research has also been conducted through a case-study design, meaning the
study is investigating the research question in the context where the investigated variables
materialise - being within Centigo’s internal organisation. Hence, primary data was gathered
by performing semi-structured interviews on a sample group, where all respondents were
employed at the case company. The interviews were recorded and transcribed, to then be
coded in alignment with the thematic analysis, to later resolve into empirical findings. Lastly,
the theoretical framework together with the empirical data made up for content used in the

analysis chapter of this research, which thereafter resulted in research conclusions.

The chosen methodological approach cannot be confined to either research paradigm as it
mixes qualitative methods with a deductive approach, somewhat of an unusual choice.
However, as stated previously, the authors defend this approach by inferring to what
Tashakkori & Teddie (1998) labels the pragmatic school. In such, the authors would argue
that the choice of not constraining the research to any paradigm is the best approach to
answering the research question, even if this means mixing the deductive approach with

qualitative methods of data gathering.
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4. Empirical Findings

This chapter aims to present the empirical findings stemming from the thematic analysis,
which has been based on the transcribed interview material. The chapter will firstly present a
general empirical definition of structural capital, to then be narrowed down to focus on
challenges connected to the stated research question. Consequently, three main themes of

challenges have been identified and are presented below.
4.1 General View on Structural Capital

Prior to delving into the themed challenges that were identified through the thematic analysis,
it seems relevant to present how the respondents identified structural capital. As a concept,
structural capital has many interpretations, which makes it more complex to fully understand.
Since the concept of structural capital is a central part of the stated research question, the
authors argued for the need to highlight an empirical description of the term. This way the
reader gets an empirical perspective of the concept, with further hopes to deepen the
knowledge and insights on what the respondents referred to when mentioning structural

capital in the interviews.

According to the empirical findings, one way in which structural capital is often defined is by
its primary objective to make specific tasks more efficient. Management projects aim to be
agile, and therefore adopt unique ways of working, yet there are still certain tasks that are
generic enough to be conducted and done similarly - no matter what context it applies to.
From this perspective, structural capital was expressed by many of the respondents as generic
templates for tasks that look a lot the same every time you do them. Such generic tasks could
for example be: process mapping, time planning and resource planning. In other words, the
key role of structural capital, from this light, is to save time when doing client work in order
not to “reinvent the wheel” as nine respondents stated. These respondents also had a
propensity to view structural capital as something that is built up individually over a period of
years, and claimed that the lack of organisational structural capital was something that
mainly affected junior consultants since senior employees have already developed “their

own” capital.

44



“At least at Centigo the structural capital is very individualistic. It exists within our heads
and sometimes we manage to get it out into writing or in material, Centigo has a very low

‘organisational structural capital’if you know what I mean” (Respondent 10)

According to some respondents, another common view of what constitutes structural capital
is to view it as the reproduction of experiences and knowledge. Structural capital could be
seen as the documentation of lessons learned in client work, experiences and knowledge
gained by a few - made available for the entire organisation. The respondents argued there is
value in developing and maintaining structural capital, it relates to organisational competence
building by making knowledge more available throughout the network. These respondents
emphasised the role of structural capital as being one of building client offerings, or retaining
knowledge from employees and making it organisational rather than the efficiency enhancing

aspect that was expressed by others. Just as respondent 12 states:

“For me building structural capital is a way to extract the knowledge we have in our head,
based on experience that we have developed in projects. In other words, packaged knowledge
that becomes available for everyone, not only for a few individuals [...] It could be everything
related: how you package services, make offerings and retain insights or methods that you
have developed - it is a way of making competence available to many, that also can be

reused” (Respondent 12).

In contrast to seeing structural capital as a way of standardising generic tasks, other opinions
were expressed that the purpose of structural capital was to give expert advice within a given
area with clear boundaries. In this way, when an employee needs inspiration, support or
templates relating to one specific area, structural capital are the concrete tools that the
organisation has to ensure high quality within the project. These respondents expressed the
role of structural capital to be the one of ensuring high standards in delivered projects. The
issue with structural capital from their perspective was the hardship of making the structural
capital just right, not being too generic and not too specialised so that it can not be used in all
projects. Even if structural capital is generic or specialised, all respondents agree that it must

be simplified enough so that it can be used by many.

“For me structural capital is knowledge in some form: it can be offerings, methods or
anything that has been institutionalised - meaning it's not just individually but has been made

available to the entire organisation. On top of that it needs to be reusable and well known -
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those are some creterions that I think need to be fulfilled if something should characterise as

structural capital” (Respondent 3).

4.2 Challenges to Develop and Maintain Structural Capital

As stipulated by the research question, the aim of this research has been to present the main
challenges to develop and maintain structural capital in knowledge intensive network-based
organisations. Hence, three major themes of challenges have been concluded, as a result of
performing the thematic analysis on the transcribed interviews. The first- second and third

level coding associated with the thematic analysis is presented in appendix (2).

The three main themed challenges are presented as: the network-based organisation, lack of
structured processes and incentives. From here on, the themed challenges will be presented
and elaborated on in depth, describing the underlying mechanisms of how they relate to

developing and maintaining structural capital.

4.2.1 Challenge 1: The Network-Based Organisation

The first themed challenge related to the research question refers to the network-based
organisation in itself. This is mainly because the majority of structural capital at Centigo
tends to be embedded within the network, or in other words, stored at individual places
without being genetically accessible. The majority of respondents stated that the structural
capital they use the most, is the capital they have accessible on their own computer
hard-drives. This results in complications, since the collective of employees cannot access the
structural capital in a desired way - instead putting pressure on individuals' knowledge: where
they have to know who has access to what structural capital, and thereafter build lasting

internal relations.

“At the moment, structural capital is spread out on individual employees' hard-drives across
the entire organisation. The challenge is to know who sits on desired structural capital and

how to access it” (Respondent 11)
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“The fact that most content is stored on individual hard-drives is problematic since it cannot

be used and managed by the collective in a desired way” (Respondent 12)

“I would say that 90% of the structural capital I use is stored on my own hard-drive, or in my

own head, unfortunately” (Respondent 3)

To access a large number of desired structural capital at Centigo, it becomes crucial to create
and build individual connections within the network, further highlighting the idiom of
building bridges. In other words, relationships can be very valuable in terms of accessing and

managing structural capital from peer employees within the network.

“To find structural capital, I use my network. That has been my way to go, 9 out of the last 10
times” (Respondent 12)

“We need to have good relations, good collaborations - a good network! If I know someone
that have valuable material in terms of structural capital, then that person is an asset in my

network” (Respondent 5)

“To access structural capital you need to build relationships within the network. It is all

about building bridges” (Respondent 11)

The respondents shared a consensus view that Centigo’s network-based structure has resulted
in a relatively individualistic way of managing structural capital. Consequently, respondents
indicated that they do not rely on generic structural capital that is accessible for all - instead

aiming to develop and maintain structural capital on their own.

“We have a very individualistic way of working [...] I think most of us agree that each and
every employee is responsible for developing and storing knowledge on their own - you

cannot rely on the thought that there is generic structural capital to take” (Respondent 3)

“I manage my own structural capital, and I choose when to develop more of it [...] No one

else will create structural capital for me” (Respondent 2)

Furthermore, challenges to having individual connections within the network further involves
the increased complexity of relations when the network expands. A bigger network would
also mean a bigger platform for creating and generating structural capital, but it would also

imply a more complex network since there are more relational connections to be created.
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“Another discussion refers to every individual within the network: they have to build
relationships with as many other individuals as possible. What do these individuals know and
what not? What structural capital do they have access to? The challenging part is when the
network expands... on the one hand there is more structural capital to access but on the other

hand the relations get more complex. You cannot know everyone.” (Respondent 13)

Moreover, another challenge connected to structural capital in the network-based organisation
refers to the lack of vertical hierarchy: where there are no official bosses to delegate tasks and
responsibilities. The lack of hierarchies tend to complexify the process of taking certain
decisions to guide the company in a specific way. Thus, taking decisions on structural capital

would rather mean that a number of Centigo employees would need to work collectively.

11

etwork-based organisations tend to be relatively decentralised and therefore it becomes
hard to steer the organisation in a certain direction [...] in contrast, a classic hierarchy
organisation has a CEO which, together with the board, can take decisions to follow a
certain direction, as well as easily allocate resources and focus in that direction [...] our
network-based organisation is led by a collective of employees, and there can be challenges

in finding focus, allocating resources and taking decisions. (Respondent 13)

With the above quotation in mind, challenges shreds light on the complication of taking
decisions, finding focus and allocating resources where needed. Taking decisions at Centigo
on structural capital will need a sizable number of the collective employees to discuss and
evaluate possibilities to then implement the decision. Similarly, respondents experienced
challenges connected to having unstructured work roles, which is further connected to

unclear delegation of tasks and responsibilities.

“One of our main challenges refers to us being a decentralised network-based organisation
without having any clear bosses. There is no boss to delegate clear responsibilities to a role
that solely focuses on developing and maintaining structural capital. It is a challenge not to

have that structure, when working with structural capital” (Respondent 7)

“There is no hierarchy or clear process on how to manage structural capital. There is no one
responsible for it. If you want to work with it, you have to do it on you spare time, and people
tend to have a hard time maintaining the structural capital valuable over time” (Respondent

10)

48



Another challenge that was highlighted by one respondent referred to some employees'
unwillingness to share structural capital. Hence, some employees were said to guard over
“their own” structural capital, that they have developed overtime, from previous experiences.
The respondent further stated his view on knowledge, eventually connecting it with power,
knowledge is power. To have knowledge could arguably be a way to remain relevant in a
competitive network-based organisation. This can create a protectionist view on managing

structural capital, which further results in internal competition.

“Sometimes we lean more toward an individualistic approach, with the idea that knowledge
is power. To have some type of knowledge can be a good way to maintain one's relevance in a
competitive network-environment [...] Knowledge means power, therefore structural capital

could also be seen as power tool” (Respondent 5)

“Individuals are quite protectionist over things they have developed on their own - why
would one want to share something freely if hard work was put in to create it? [...] You want

to have access over your own things” (Respondent 14)

Lastly, one respondent argued that structural capital is overrated and that Centigo has been
successful from a historical perspective. even without actively working with structural
capital. This statement challenges the importance of structural capital with its underlying tone

that there is no need to actively manage it.

“We do not work with structural capital, and yet we survived over the years. Therefore, there
is no need to rely on it too much [...] it is easy to drown in a sea of unstructured structural

capital” (Respondent 2)

4.2.2 Challenge 2: Lack of Structured Processes

Another main challenge highlighted by the respondents is the lack of structured processes on
how to manage structural capital. Even though the respondents have different answers in
regards to if there are present platforms for managing structural capital - there is a consensus
that there is neither an officially stated nor natural platform to use as of today. Thus, the vast

majority of respondents have indicated a need within the organisation to implement an
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official platform for sharing, with connected frameworks to aid the process on how the

structural capital should be handled.

“You ask since we do not have one single platform where everything is. We have made some
trials in the past, but right now we do not have one and we did not back then either; you need
to ask to get what you need. Then we have other types of information that could be within a

Business Unit or a Centre of Excellence, but there is no one stop shop” (Respondent 9).

In order to make things work in the current regime, some respondents even argue that there
is a need to educate the employees to successfully search, find and orient across contents of
structural capital. The main goal is to have a transparent platform where there is a clear
purpose on why the employees work with these things. According to some respondents,
initiatives have previously been done to implement these desired platforms, however, these
initiatives have been unsuccessful and ultimately stagnated over-time since the platforms

have been filled with unlimited numbers of unstructured content.

“We had one of these platforms some years ago called ‘The Green pages’ where we were
supposed to upload previous client cases to learn from each other but after a while it just
grew into this black hole with different variants of cases without any structure. It became too
complicated and eventually you just could not be asked to look because it was so

unstructured and time consuming” (Respondent 2).

However, even if there was a platform for sharing, there would still be challenges in
maintaining and administering structural capital. Not only from an operational perspective,
where there would be a need for clear guidelines on what to do, where to share and also who
has any responsibilities to share but also in terms of roles, some argued. In the current set-up,
there are no clear roles and responsibilities connected to who will work with these questions
which many respondents brought up as a challenge. Recently, Centigo has started
experimenting with the development of a new type of organisational unit called Centres of
Excellences. Within these units, experienced consultants within one field have gotten a

designated role to develop, spread and maintain structural capital relating to their field.

“I think we would need to work more like a Centre of Excellence and have more of those, 1
really believe in that approach. If we could find the right incentive model where you do not

lose money on spending time on building material since you are not billable then I think it
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would work. We have tons of methods and frameworks that we do not use fully since we do

not have a structured bank where it can be collected” (Respondent 15).

These units were expressed in a good light but challenges related to their relative immaturity
and scarcity. These units have the task of developing deep and high quality structural capital
in their respective areas to get around the problem of structural capital being too generic. The
experts running the units will not only keep the structural capital up-to-date, they will also
make sure that it is easy to orient through the platforms to mitigate the risks of the platforms

becoming an ocean of unstructured information.

“In our organisation it is hard to achieve any long term maintenance of something that is not
directly related to our core business and operations. It would make everything so much easier
if we had some standardisation and centralisation but if we are going to be entrepreneurial
and agile it is hard to work with something like structural capital - if you do not have a

Centre of Excellence where you can gather everything” (Respondent 14).

The answer by respondent 14 highlights an interesting finding that was later elaborated on by
other respondents. Namely that in a network-based organisation, there is a polarity between
working with structural capital and the entire premise of a network organisation. Since a
network per definition does not have any bosses, values associated with centralisation such as
standardisation, structure, efficiency enhancing and responsibilities are hard to realise while
simultaneously getting all the benefits of flexibility that a network organisation entails. As the
entire operational structure at Centigo are guided by incentives, monetary as well as intrinsic,
and not broken down KPIs where organisational goals can be broken down to individual
level, simply putting in responsibilities in an operational core that is based on ambition and
self drive will move the company away from the direction that has made it successful. This
dilemma was a recurring theme throughout the interviews, where many recognised this
perceived zero sum game where structure can only be gained at the expense of self

organisation and ambition.

“I think that the key to solve the balance between being a network organisation and keeping
structural capital is that we keep being a network organisation but also allow ourselves to
create some managing structures so that we can keep the structural capital alive. I also think
that there is a contradictory relationship between being a network organisation and

maintaining sustainable, long-term structural capital” (Respondent 13).
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Themes regarding maintaining structural capital were frequently mentioned as one of the
challenges during the interviews. This finding goes hand in hand and relates to the overall
lack of operational procedures outside the incentive program and the organisational structure
of having a network run the operations without support functions. This means that any time
spent on the maintenance of structural capital within the current regime would lead to the
“time is money” problem, which will be elaborated on later. As such, for a network
organisation that is driven by incentives to guide its operations, without allocating resources
to maintaining structural capital, it will be close to impossible to strategically build and
maintain structural capital. Some respondents argued that trying to build and maintain
generic structural capital without any new operational structure to support the effort, such as

adding incentives to build and maintain it or roles responsible would be doomed to fail.

“Even if we had a clear structure for folders on Sharepoint with for example: timeplans,
resource planning, risk analysis etc then it would have been easy for me to know where to put
my timeplans, the issue then is that after a month that folder would have been full of different
formats of timeplans so that it would have been useless as structural capital and just really

unstructured material “ (Respondent 10)

Implicitly in most answers, the absence of dedicated roles that allow for spending time on
developing and keeping structural capital up to date was seen as a major obstacle why
structural capital is not produced or consumed to any large extent. One respondent explained
it as the company only having two different kinds of “kings” within the company today, the
people responsible for the client relationships and the people responsible for the business
units. One important king was missing according to the respondent, the one who produces
structural capital strategically and long-term oriented. The respondent later presented the
following argument: Even if one could create structural capital by simply adding some
incentive for employees to allocate time to producing and sharing it, it would have been hard
to find any strategically focused aim of how the structural capital interplays into a bigger
picture of creating organisational or institutional structural capital. In other words, creating
structural capital is not an action, it is a continuous process that needs roles with appropriate

incentives and a domain of responsibilities, the respondent argued.

“... Change the culture so that it is rewarded to work with reusable structural capital, making

them kings as well. Today we have two types of kings and queens - the ones who work on the
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client side and the ones who are running the business units. The ones who are building
long-term structural capital are not kings today. What we would need is a third category of
kings, the ones who are working with building strategically important, long-term structural

capital” (Respondent 5).

4.2.3 Challenge 3: Incentives

Another commonly mentioned challenge highlighted during the interviews was how the
current incentive structure at Centigo demotivates employees to spend time on both building
and maintaining structural capital. As a network-based organisation, Centigo is primarily
governed by incentive structures to coordinate its operations since there are no managers who
delegate tasks or control the labour being done. In contrast to a hierarchical top-down
management approach, Business Consultants at Centigo, who make up the bulk operational
core, are guided by monetary incentives that directly link the amount of billable hours to
monetary gain. Therefore, a majority of respondents expressed challenging concerns in
regards to being salary dependent, with monetary compensation solely being generated by
working with clients, and the extra time it takes to internally work with structural capital
without getting any monetary reward. The old dogma of “time equals money” is in a literal
sense true within the current incentive scheme, where short term profit dominates the

prioritisation between building structural capital and work on client projects.

“If I have an hour to spare that I could either spend getting more salary or gathering
structural capital that I do not not know whether it will be useful for anyone then of course it

is easier to choose the first option” (Respondent 14).

Another respondent expressed how the incentive program disincentives from taking on
so-called “internal commitments”. One respondent explained that the work they carry out can
be categorised into two distinct groups labelled internal commitments and client work. Since
the flexible part of the salary is only based on the amount of client work you carry out, or in
other words how many billable hours you manage to get, the short-term incentives in place
disfavors any value adding activities that cannot be directly translated into direct profits if
one inhabits the role of Business Consultant. The respondent further explained that there are

no monetary incentives in place for work which cannot be translated into billable hours, even
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if there is a will to sometimes spend time on projects that can enhance internal efficiency.
There is simply a flat line stating that internal commitments cannot be reimbursed regardless
of purpose, which was stated as especially challenging in spending time on internal projects,

regardless of what value it can add in terms of efficiency or other indirect gains for the firm.

“We have spent a lot of time developing material without being reimbursed so it has become
almost a principle of not doing it without monetary incentives. We have tried to get buy in for
the idea that we could develop more material for a small reimbursement, but there is a
principle in place that they cannot give compensation to internal commitments because then

they would have to give compensation for all internal projects” (Respondent 6)

Another expressed challenge during the interviews was how the incentive program
disencourage specialisation into particular fields. Some respondents expressed that in order
for structural capital to be useful and high quality there is a need for some degree of
specialisation within a firm as large as Centigo. It was expressed that the incentives currently
in place does not foster competence building around specialised fields but rather pushes
employees into building a generalist competence where the incentives drives behaviour

towards short term financial goals rather than long term capability building.

“We have a very low level of specialisation within our organisation - you could say that we
have an organisation who is founded on the premise that everyone is a generalist. How can
we increase the level of specialisation within our organisation? Why does it look like it does
today? It is because we have had the same structure since we were 10 employees as we do

now” (Respondent 3).

Since the incentive of a flexible salary model does not take into account what type of
industry, competence or field the project is based on, that also means that the incentive
program primarily encourages consultants to always be out in client projects, regardless
whether that lies within the primary competence area of the consultant. It was expressed that
this incentive of driving the behaviour of obtaining a high occupancy rate creates challenges
in building high quality structural capital since it hinders consultants to specialise and

become experts within certain fields.

“In our model, if you are a BC (Business Consultant), then it means that it starts to cost you

money as soon as you are not in a client project. In other words that means that our entire
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operational model is founded upon the premise that one should not care what kind of project
you get involved in, but rather that you should get into any project. I think that we need to
find a way where the company assures the majority of the financial risk instead of the
individual so that we can get a number of chosen consultants to only work in one type of

project so that they can specialise in that field” (Respondent 13)

Another theme surrounding challenges relating to incentives in building and maintaining
structural capital was expressed as incentives to be directly harmful to building common
knowledge. From this standpoint it was said that the incentives that are currently in place are
misaligned with group and company objectives which mainly drive behaviours towards
individual achievements. Building structural capital which can be used by many and create
efficiency, competences and offerings for the marketplace on a firm level requires other
management tools than incentives to maximise individual occupancy rates, one respondent
argued. Within more senior roles such as Client & Business Lead, other incentives than
maximising billable rate does exist but it has yet to be translated into the operational core,
which was expressed to create challenges for the majority of employees to dedicate time to
manage structural capital. In other words, the incentives from this perspective was said to be
skewed towards increasing short term output, where individuals are incentivised to maximise
their own financial gain, driving behaviour away from sharing and transforming knowledge
into organisational assets within the firm. One respondent also expressed that the incentives
put in place have become equivalent with the role description that people have, where it was
argued that the incentives have become superior to the role. From this light, the respondent
argued that incentives have moved from being a measurement tool to a job description, where
one's job could be defined as maximising your incitament model. According to the
respondent this has resulted in a short term orientation among employees where driving short

term individual success is prioritised over long term organisational goals.

“I think we are overemphasising the usefulness of incentives to a large extent. To what extent
is it driving the behaviour that we need? I would say it is pretty one dimensional how we have
formed our incentives and that it does not drive behaviour in the direction that we aim for. If
they are not driving the right behaviour are they then driving the wrong behaviour? I think
the answer might be yes. They are pretty individualistic and they award individual

achievements so I think they might push us in the wrong direction.” (Respondent 3).
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When discussing the “right” incentives, another challenge was said to be the hardship of
creating incentives that allows employees to take part of the created value that building and
sharing structural capital entails. When there is an ambiguous relationship between when the
value of that capital is created and later realised, creating incentives that provide an
appropriate monetary kick back model was expressed as a challenge. In the current regime, as
previously stated, employees within the operational core only get monetary incentives for
their billable hours. Since there are no monetary incentives in place for consultants to create
structural capital spending time on developing organisational knowledge which they will not
directly benefit from directly themselves, current incentives were said to hinder the
development of structural capital. In other words, there is a gap between what behaviour the

incentives reward and what the firm needs to build and maintain lasting structural capital.

“I would argue that our incentive model as it is now is contra-productive rather than helping
us achieve what we want. The fact is that I am by definition losing money by working with
structural capital since I am not billable that time. Maybe I am creating a value, but not for
myself since I am already possessing the structural capital that [ would spend time cleaning

and sharing. That makes it feel more of a burden, than rewarding” (Respondent 11)

A common theme of challenges relating to incentives relate to the organisational motivation
of actively working with structural capital. Despite hardships of developing and maintaining
structural capital, Centigo has flourished and grown to become the biggest Swedish owned
management consultancy, which is also an important reason why motivation of doing things
different in the field of structural capital has been low. Some respondents expressed that they
feel motivated by knowing they can help their colleagues by sharing material to, and getting
motivated by making their colleague’s job easier. From this perspective, simply asking
around for material when needed have worked well in the past so why change it now?

Respondent 2 reflects:

“I would say that we do not work with structural capital, that is our pain. We have not been
working with it except for some trials that failed. So every time a new employee comes in and
asks “Why is there no structural capital?” the answer becomes “We have managed to
flourish anyways”. So I think that is a pain of ours but one should not take it too far either,
one could drown in structural capital and we also have to understand that we are really bad

at maintaining it because that is where our incentive model makes it hard” (Respondent 2).
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This line of reasoning has resulted in a low organisational motivation to strengthen any
efforts in building structural capital. The word motivation becomes interesting because it
serves a two folded purpose. Organisational success is in this way a challenge as the firm has
managed to grow to over 230 employees and still go strong despite any rigorous knowledge
management structures in place, which made many of the respondents doubt the necessity of
spending valuable time on starting now. On the individual level, motivation can be a powerful
driver in starting internal projects that are implicitly producing structural capital. However,
due to the economic incentives of only getting provision from client work, incentives trump
motivation when prioritisations need to be made, as stated by several respondents.
Furthermore, in an ambition driven company, meaning that each employee is responsible for
how they manage their own time, mainly being controlled by incentives, it is hard to create
endurance in internal projects as many change focus when something more in line with their

ambition shows up. Respondent 10 reflects on this challenge.

“I think that the biggest challenge is that we are an ambition driven company, that is one of
our fundamental where you can have a high ambition during a month and say ‘I am going to
create Sstructure in team folders and populate with structural capital’ but after a while
something more fun or important shows up and then we do not keep that effort going, and 1
think all of that is because we are an ambition driven company, because there will always be

something else that people chose to spend their time on” (Respondent 10)
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5. Analysis

In order to answer the stated research question, this chapter will discuss the empirical
findings in relation to the systematic literature review. The focus is to present and analyse
three main themed challenges to develop and maintain structural capital at a

knowledge-intensive network-based case company.

5.1 Challenges

5.1.1 Challenges related to the Network-Based Organisation

The network-based organisation is, according to the theoretical framework of this research, a
decentralised, informal and flexible way of structuring an organisation, further stressing the
underlying concept of relationship building, nurturing and collaboration, which is done to
achieve organisational objectives (Grant, 2016: Everett, 2011: Kisielnicki & Sobolewska,
2019). In relation to the empirical findings, interview respondents described Centigo to be
based on a documented network-approach. Hence, respondents highlighted how employees
tend to work individually in a social network, where collaboration is needed to combine
different expertises of knowledge to complete client projects in the best manner. The
empirical findings concluded a consensus view that Centigo’s network-based approach has
resulted in an individualistic way of working with structural capital, where respondents did
not rely on generic content to be available, instead aiming to develop and maintain their own
structural capital. The majority of respondents stated that structural capital is further
embedded within the network, or in other words, stored in individual places within the
organisational structure - mostly being on employees' hard-drives. This description comes
with a certain degree of complexity, since the structural capital is hard to access in a generic
way, instead putting pressure on individual employees' knowledge and relationship to orient
within a network: employees have to know who has access to what structural capital, and
reach out to these employees thereafter. This concludes a challenge in terms of accessibility
of structural capital - it is hard to access structural capital on a generic level in the network,
resulting in employees creating and managing their own capital. This becomes problematic

when employees have to orient across the ever more complex social network.
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As the empirical data further describes, in order to access structural capital it becomes crucial
to build bridges of relationships within the network. Good relationships are described as
valuable individual assets in the network, while collaboration is argued to be needed in order
to have a healthy network in terms of knowledge sharing. This line of argumentation can be
connected to the theories stemming from Wheatley & Kellner-Rogers (1996) who states
relationships are key to access intelligence in the network-based organisation. Through
relationships and collaboration, ideas and information can be developed, shared and
maintained. Consequently, networks arguably become wiser as a result of expansion, since
there are more employees to extract information from (ibid). From the perspective of the
empirical data, many respondents would agree to this line of reasoning. However, there are
challenges associated with the expansion of networks, since it implies more complexity in
terms of finding, creating and nurturing relations. As stated by one respondent: an individual
employee cannot know and have relationships with everyone in a social network. In the light
of this reasoning, another challenge can be concluded, referring to the increased complexity
of managing an extensive number of individualistic structural capital that is embedded in the

network.

Moreover, empirical findings suggested that there are challenges associated with the
decentralised hierarchy; with no official bosses to delegate tasks and responsibility in regards
to developing and managing structural capital. Respondents indicated that the process of
taking decisions on structural capital would need the collective of employees to discuss and
evaluate possibilities on the topic, which after some time possibly could result in changes. In
the perspective of the empirical data, a challenge associated with the structured hierarchy
therefore refers to not having clear delegations with connected responsibilities to roles that
actively work with structural capital - with no one to take actions to change it. The emergence
of this challenge is strengthened by the theory, stating disadvantages in the network-based
structure is related to having a lack of direct control, meaning the flat hierarchy is limited in
terms of power, decision-making and vertical reporting, resulting in hardship to take quick
decisions, delegating tasks and having transparent roles of responsibility (Podolny & Page,

1998: Wheatley & Kellner-Rogers,1996).

To continue with relevant challenges presented in the theory, there are risks of unhealthy
rivalry and conflicts among employees working with performing tasks in the network (Thiel,

2021). This reasoning can be strengthened by referring to the empirical data, where one
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respondent indicated employees unwillingness to share certain structural capital. With the
underlying reasoning that knowledge is power, types of internal competition emerges,
consequently highlighting the guarding over self-developed structural capital. Hence, an
employee sitting on desired and valuable structural capital can arguably become more
attractive in the social network, further nurturing and adopting a pretectionstic mindset not to
share valuable content. Additionally, respondents have stated that Centigo has been
successful for years without actively working with structural capital, and therefore, the
concept is overrated without a necessary urge to work with it to a greater extent. To conclude
these challenges, it is argued that motivational aspects can affect management surrounding
structural capital. Accordingly, employees that neither want to share nor work with structural
capital will decrease the importance of the concept within the network - with negative

consequences in terms of developing and maintaining.

5.1.2 Challenges related to Lack of Structured Processes

As to challenges of creating structural capital there has been little support given by the
existing literature on the topic due to the research gap on the subject. If we delve into the
field of hardships in structuring knowledge into specific knowledge domains, however, there
seems to be some consensus between literature and empirics. Operations that are the subject
to “causal ambiguity” (Lippman and Rumelt, 1982) when the correlation between action and
result are unclear have, as mentioned, a detrimental effect on institutional knowledge to an
organisation. In a knowledge intensive organisation, such as Centigo, what is being produced,
packaged and sold are the fullest extent knowledge based services. Since there is close to no
concrete frameworks, machinery or well defined processes that can guide activities from
input to output, the relationship between knowledge and result becomes all the trickier to
structure and manage. If one compares the phenomenon of causal ambiguity within
knowledge intensive companies to previous efforts to structure the exchange and
centralisation of knowledge at Centigo, some of this logic seems to be confirmed. It thus
seems as not being able to build a structured process to create and distribute knowledge can
to some extent be attributed to the complexity of knowledge sharing itself, where no

straightforward relationship between creation and usage can be derived.
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Separating the concepts of organisational structure and structured processes is a hard task in
itself as they are both contingent on each other. The success or failure of creating shared
processes are to a large extent dependent on a firm's organisational structure and
organisational structures are themselves dependent on what processes the firm operates
within. One interesting aspect where theory and data coincide is how the process of building
structural capital is experienced outside the core operations at Centigo. Nonaka et al (2000)
argues that creating knowledge and institutionalising it into the firm's knowledge systems (e,i,
structural capital) is a continuous process. The word continuous becomes a key word here, as
it would entail that it needs constant revision and maintenance, and be managed as a process
in itself. This corresponds well with the challenge expressed of maintaining structural capital

at Centigo.

The simple answer here to explain why it is hard to create structured processes in the work
around building and maintaining structural capital would be that it's simply unmarriable with
the operating model. Being a project based organisation with operational procedures tailored
to maximise billable hours, building any long term, strategic structural capital seems
infeasible without a continuous process being established to develop and maintain structural
capital. It all leads into the business challenge of balancing short-term profitability with
long-term development. The challenge is not that Centigo lacks any operational structure, but
that the structure has been tailored around maximising short-term profitability over building
processes that develop and maintain structural capital whose value are not realised in the
short-term timeframe. If we again go back to the literature, the intellectual capital seems to be
embedded into its workers and not retained by the organisation as Edvinsson & Bontis

proclaim to be the goal of building structural capital.

Furthermore, Centigo seems to excel at producing what Bontis labels “informational outputs”
(Bontis, 1998). The links of knowledge exchange between its workers are plentysome and the
“ask around mentality” as described by some respondents means that human capital is
interchanged constantly. Instead of relying on structures to guide knowledge exchange, the
open mentality and decentralised structure means that employees are free to interchange
information and material constantly. The nodes of decision-making (Bontis, 1998) are spread
throughout the network at different levels and as such the “engine of the knowledge based
organisation”, as Bontis labels it, could be characterised as a well functioning machinery. The

challenge then lies in the fact that these knowledge intertwinings are far from being
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structured. The business is just as Bontis argues producing “information outputs” through
constantly merging and intertwining, but due to the process taking place on an ad-hoc basis
realising the full effect of building knowledge domains from these processes are not taking
place. This means that while these processes might strengthen the overall human capital base
at the company through constantly exchanging information, it does not translate into
structural capital which becomes institutionalised, which Edvinsson stresses to be one of the
main goals of structural capital. What is more, going back to the previously mentioned
distinction between information and knowledge, these processes work well in exchanging
information, that is pieces of data put together to form explicit knowledge, but not to share

and institutionalise more impactful knowledge domains.

Another way of looking at the challenge that a lack of structured process entails is how the
operating structure has been set up. As Centigo has been set up to prioritise individuals and
ambition above structures, much of the challenges are woven into the fabric of the firm.
Structures might be an obstacle for innovation, agility and dynamism but brings with it
benefits of common processes and documentation. If one again goes back to the
categorisation of intellectual capital. Namely that it contains both human and structural
capital, where structural capital is organisational knowledge that goes beyond individuals
minds, one could argue that the fundamental core at Centigo, being a network based
organisation for consultants makes it close to impossible to build structural capital, just as the
empirical findings suggest. If structural capital is the “necessary infrastructure to
commercialise an organisation's human capital” as Edvinsson & Sullivan (1996) argues,
having a network dictate operational procedures rather than formal structures might be the

biggest challenge in itself, where human capital flourish at the expense of structural capital.

5.1.3 Challenges related to Incentives

Far the trickiest challenge to find linkages between literature and empirics is when discussing
the incentive program at Centigo. Being a challenge that has its root in what mechanisms that
govern the company arguably the best field of analysing the empirics would be to infer
theories surrounding organisational structure. As the research gap between organisational

structure and structural capital is wide, this analysis has been difficult in grounding empirics
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in related literature. That being said, this upcoming section aims at presenting the findings in
the light of theories surrounding benefits and drawbacks of different organisational structures.
One commonly mentioned challenge mentioned during the data collection was how
employees experienced that incentives at Centigo discouraged them from creating and
working systematically with structural capital. Mintzberg (1972) defines organisational
structure as encompassing the relationships between jobs, systems, operations, processes and
people. The relationship between these actors and activities can then be tailored to achieve
organisational goals. As the relationships between processes, operations and challenges have
been elaborated on, all the empirics are to some extent related to how the organisational

structure at Centigo creates hardships in building and maintaining structural capital.

As has been demonstrated, roles are an inherent part of any organisational structure, whether
it being decentralised, hierarchical or network-based. The inclusion criterion for what a role
entails, however, might differ greatly depending on the organisational structure of a firm.
There are also different control mechanisms for how one measures and controls that the
individual in a role is performing in accordance with overall business objectives. In a
traditional top-down structure, such measurement tools often include KPIs (Key Performance
Indicator) where strategy can be broken down all the way to the operational level to ensure
that objectives are met. In a network-based organisation which does not rely on vertical
reporting to managers, firms must rely on other such tools to guide activities and measure
performance. This echoes some of the arguments put forward by Grant (2019), stating that
network-based organisations tend to rely on alternative means of governance compared to

traditional management methods.

At Centigo, the governance structure has been set up by creating an incentive scheme where
employees connected to the operational core are rewarded for their billable hours. In other
words, the flexible part of employees salaries are contingent on how much of their time they
spend doing client work. Such incentives, aimed at securing a profitable business, have
fostered an operational structure around maximising one's billable hours. However, an
operational model with incentives solely focused on maximising sales are inherently
incompatible with building structural capital. To some extent this seems to confirm the

argument put forward to Gneezy (2011) that incentives tend to promote behaviour that
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maximise short term financial gain and sales above purpusing strategic objectives. It also
strikes a resemblance to some arguments put forward by Christensen (2006) which relates to
the artform of balancing short term profitability with long term growth. In this sense, the
financial metric of billable hours could be characterised as the “innovation killer”, where
success is being measured above pursuing long term goals of building a strong structural
capital. The incentive scheme, in its current form, seems to be skewed towards the short term
profitability, where incentives are driving behaviour towards profitability away from

developing and maintaining structural capital.

What is more, in an operational model that is founded by incentives to be billable,
specialisation and the construction of knowledge domains seems infeasible. Building
structural capital requires constant revision and maintenance. Recently having established the
so-called Centre of Excellences, incentives relating to the systematic work with structural
capital are at their early stages. This could certainly be a way forward to increase structural
capital within these knowledge domains. However, as the operational core stays the same,
with monetary incentives linked to billable hours, much potential goes unrealised as the
prime objective for employees, from a monetary perspective, remains doing as much client
work as possible. If current incentives were connected to incentives surrounding competence
areas, where building specialised structural capital, Centigo could potentially increase the
quality of its services. To some degree the conundrum of protitising between internally
focused projects such as working with structural capital and doing client work can be
analysed by referring to Holmstrom & Milgram (1991). Their model demonstrated the limits
of incentives as a tool to increase firm well being when monetary incentives are misaligned
with other firm objectives. Certainly, the same could be argued to be true in the case of

Centigo.

Lastly, governing an organisational effort of building and maintaining structural capital
through incentives could potentially lead to free rider problems as proclaimed by Newhouse
(1973). When there is no clear connection between input or output, incentives tend to create
ambiguity and an environment of low motivation since it is hard to harvest the entirety of
one's contribution to the group effort. The same could to some extent be said to be true at

Centigo. Even if there are no incentives to building or maintaining structural capital, the same
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mechanism is taking place as some employees expressed the demotivation they feeled

towards the subject due to not being able to see the value of them building structural capital.
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6. Conclusion

This chapter aims to present the concluding findings connected to the stated research

question. Thereafter, a section for recommendation and future research is presented.

6.1 Answer to the research question

This research has aimed to answer the stated research question, being:

“What are the challenges in a knowledge intensive network-based organisation to develop

and maintain structural capital”.

The authors argue that the most proper way of answering the research question is to list the
concluding challenges. As the analysis has already highlighted, three main themed challenges
have been identified given the research question. These concluding challenges are listed and

presented below:

1. Challenges related to the Network-based Organisation: In the network-based
organisation, structural capital tends to be embedded in the network, stressing the
importance of building individual connections and links in the complex social
network in order to even access and manage a variety of material. Moreover, the
decentralised hierarchy results in unclear roles with further problematics in regards to
delegating responsibility in developing and managing structural capital. Employees
tend to manage structural capital in an individualistic and sometimes protectionstic
manner. Thus, structural capital is related to knowledge, which tends to equal power,
sometimes resulting in employees unwillingness to share structural capital across the
network. This way the process of developing and maintaining structural capital is

harmed.
2. Challenges relating to the Lack of Processes: In a network-based organisation,

flexibility is favoured over control which makes any efforts of implementing shared

structures and processes harder. A network-based organisation promotes flexibility
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but lacks many underlying management mechanisms associated with control and
coordination. Therefore, it fails to harness the full potential of the knowledge

embedded between its workers by internalising it into structural capital.

3. Challenges Relating to Incentives: In a network-based organisation, making
monetary incentives the governing mechanisms to guide its operations constitute a
major challenge if only tailored to billable hours. They decrease the overall
motivation to share, build and maintain structural capital since spending time outside
of client work means that employees do not maximise their salary. Moreover,
incentives as a coordinator of activities within a network-based organisation promote

short term financial behaviour above building and maintaining structural capital.

6.2 Recommendations

As part of managerial recommendations, findings from this research would argue that
organisations should organise themselves more around specialised fields of knowledge. As a
network-based organisation, knowledge is constantly created and mobilised through the
interactions between the members of the network. However, with an operational model
centred around the premise to maximise client work through incentives, organising and
maintaining structural capital seems infeasible in the current regime. The authors would not
support the idea that this problem is simply solved by tweaking incentives to reward
individuals who are creating structural capital but would, as mentioned, recommend centering
operations more around specialised knowledge. The main problem is not that structural
capital does not exist, but that it is embedded within the network. This research suggests that
Centigo should keep their incentive model but also create some organisational structures
around competence areas such as industries, technologies or knowledge domains that are
responsible for creating and maintaining structural capital. Efforts of having created the
so-called Center of Excellences is certainly a step in the right direction, where some
employees have responsibility for creating, diffusing and maintaining structural capital
around a specialised area. These efforts would arguably strengthen structural capital by

adding an organised way of how it is constructed and maintained.
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Centigo has functioned well serving a network-based organisation, underlining the
importance to recognise efforts that strengthen structure and control over freedom is not fully
aligned with the philosophy that has made the organisation successful in the past. Therefore,
future efforts on structural capital must be carefully tailored to not impede in the philosophy
of collective leadership. One dimensional advice related to creating an environment
beneficial to developing and maintaining structural capital could potentially be to add
ICT-solutions - or to change incentives to reward working with structural capital. The
research further argues that Centigo needs to consider its unique circumstances as a
network-based organisation - maintenance and structure are polarities to the entire premise of

being a network-based organisation.

6.3 Future Research

For future research, it may be valuable to study the challenges in developing and maintaining
structural capital in different organisational structures. That would provide insights in how
other organisational structures manage structural capital, consequently investigating if the
results in such researches correspond to the concluding challenges of this single case study.
However, by investigating contrasting organisational structures there are following chances
that different results may emerge - yet, one should also take the chosen case company in
consideration. This is because the findings from single case companies may not fully
represent valid generalised conclusions for the entire population of companies that have
adopted the same organisational structure. Thus, since this research has followed a single
case study-approach, the generalizability can be considered low. With this in mind, it could
be valuable for future research to adopt a different research design, such as conducting
multiple case study designs, to consequently see if results differ - also applying the method in
contrasting industrial contextes. In addition, it may be of high interest to research which type
of organisational structure tends to manage- and value structural capital the most. More
research on the topic of structural capital would certainly provide a more nuanced picture in
the specific research field. As a concluding remark to above statements, the authors would
like other scholars to keep researching on the topic. That is, however, a subject for further

research.
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8 Appendices

Appendix 1 - Interview Guide for Semi-Structured Interviews

Introduction

The interview will be recorded and transcribed
Respondents will be kept anonymous

Interrupt for questions or to develop answers further
Interviews scheduled to 30 minutes

Research Question

Questions

1. How would you define structural capital?

a. What are possible tools to make work easier?

b. How is structural capital important to you?

2. Do you use any structural capital when performing client projects?

a. Where do you find structural capital?
b. Who creates structural capital?
c. Is the structural capital always up-to-date?

d. What are your thoughts about Centigo’s Centre of Excellences?

3. How can you affect the work around structural capital given Centigo’s

network-based organisation?

a. Are there problems/ opportunities with the organisation being decentralised

76



without vertical reporting?

4. Given your expertise and knowledge, what are challenges in transforming what
you know into structural capital that can be shared across Centigo?
a. What are your incentives to create and maintain structural capital?
b. How would you actually act in order to create structural capital based on your

knowledge?

5. How do you think Centigo will work with structural capital in the future, and
what are challenges to achieve this state?
a. New incentives?

b. Needs?

6. Is there anything you would like to add?
a. How is Centigo creating and maintaining structural capital?

b. Specific challenges in managing structural capital?
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Appendix 2 - Thematic Analysis Categorisations

The Network-Based Organisation

THEMATIC ANALYSIS

Social Network

Creating connections in the network

SC embedded in the network

Building bridges

Having the right contacts

Fostering relationships

Finding SC in the network

Complexity with expanding network

Individualistic Work
Approach

Individualistic culture

Protectionist view

Internal Competition

Generalistic way of working

Decentralised
Hierarchy

No bosses

Slow decision-making process

Problems delegating tasks

Responsibility problems

Coordination problems

Unclear work roles

Lack of Processes

Process Structure

Lack of guidelines to manage SC

Unknown platform for sharing SC

Keep SC up-to-date

Need for framework to scale

Lack of purpose and transparency to manage SC

Need for purpose and transparency

Need for education and training to find SC

Management problem

Hardness to create SC out of tacit knowledge

Lack of responsibility
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Ocean of unstructured SC

Expertise demands

Incentives

Time

Lack of monetary reward for internal projects

Hours of work without billing

Takes time to create specific SC

Takes time to maintain specific SC

Time is money - need for compensation

Things are done first when the need is big

Short-term perspectives on SC

Motivation

Individuals base their motivation on own needs

Lack of desire to work with SC

Current incentives are counterproductive in terms of SC

Work without money

Lack of monetary reimbursement for internal projects

Need for reward system

Need for motivational factors other than monetary rewards

Company has survived without SC - why do it now
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