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Abstract 

Title  How to handle deviations caused by unit interdependence: A 
qualitative case study at Scania CV 
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Supervisors at Scania Johan Hasselborn - Global Powertrain Production, Head of 

Business Control 
Jessica Robertsson - Global Purchasing, Head of Business Control 
& Analysis 

Supervisor LiU Erik Jannesson – Associate professor, Department of management 
and engineering 

Purpose The thesis purpose is to contribute with understanding about 
managers’  opinions  about  how  to  handle  deviations  caused  by  unit  
interdependence.  

Methodology  Qualitative data has been gathered to this exploratory study by 
semi-structured interviews with 14 managers within the R&D, 
purchasing and production units at Scania, Södertälje. The result 
has been interpreted and analyzed by dividing the managers in five 
smaller groups.  

Result from  
analyzing empirical 
findings 

It is found in the analysis that the largest part of the managers in 
this study seem not to believe it is worth striving for excellence 
through procedural justice. Reoccurring similarities in opinion 
between managers is that visualization, dialogue, clear 
responsibility and less tolerance towards deviations are needed for 
handling and preventing deviations. Differences in opinion are 
primarily related to how costs occurred from deviations should be 
allocated and the purpose with such reallocation. Most managers 
express a strong concern about undesired behavior developed by a 
control system where a causing unit always should take the effect 
from a deviation. However, all managers state that costs occurred 
from deviations due to interdependence with a external supplier 
should be invoiced to the supplier.  

Conclusion The concern about undesired behavior that may be developed by 
the way of handling and preventing deviation is strongly mediated 
by the managers. Instead of handling deviations by justly 
reallocating effects according to the controllability principle it is 
perceived as more important to extend the areas of responsibility 
and increase consciousness between interdependent units through 
improved dialogue and cross-functional transparency. One should 
therefore not seek equitable allocation of impacts and cost of 
devices in dealing with anomalies of this type. 



 

Sammanfattning 

Titel  Hur man hanterar avvikelser orsakade av ömsesidigt beroende: En 
kvalitativ studie på Scania CV 
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Control 
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Handledare LiU Erik Jannesson – Universitetslektor, institutionen för ekonomisk och 
industriell utveckling 

Syfte Studiens syfte är att bidra till förståelse om chefers åsikter kring hur 
man ska hantera avvikelser orsakade av ömsesidigt enhetsberoende.  

Metod  Kvalitativ data har samlats in till denna explorativa studie genom 
semistrukturerade intervjuer med 14 chefer inom F&U, inköp och 
produktion i Södertälje på Scania som är ett globalt 
lastbilstillverkande företag. Resultatet har tolkats och analyserats 
genom att dela in cheferna i fem mindre grupper. 

Resultat från analys Det framgår av analysen att den största delen av cheferna i denna 
studie inte verkar tro att det är värt att sträva efter perfektion genom 
processuell rättvisa. Återkommande likheter i uppfattningen mellan 
chefer i denna studie är att visualisering, dialog, tydligt ansvar och 
mindre tolerans för avvikelser behövs för att hantera och förebygga 
avvikelser. Skillnader i uppfattning är främst relaterade till hur 
kostnader som uppstår till följd av avvikelser bör allokeras och 
syftet med en sådan omfördelning. De flesta chefer uttrycker en 
stark oro för att ett oönskat beteende kan utvecklas av ett styrsystem 
där en orsakande enhet alltid ska ta kostnaden eller effekten från en 
avvikelse. Dock uppger alla chefer att kostnader som uppkommer 
från avvikelser som beror på prestationsbrister från en extern 
leverantör bör faktureras till leverantören. 

Slutsatser Oron för att ett oönskat beteende kan utvecklas av sättet att hantera 
och förebygga avvikelser förmedlas starkt av cheferna. Istället för 
att hantera avvikelser genom att rättvist omfördela effekter enligt 
kontrollerbarhetsprincipen uppfattas det som viktigare att utöka 
ansvarsområden och förbättra medvetenheten mellan ömsesidigt 
beroende enheter genom förbättrad dialog och tvärfunktionell insyn. 
Man bör därför inte sträva efter rättvis allokering av effekter och 
kostnader mellan enheter när man ska hantera avvikelser av denna 
typ.  
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1 Introduction 
This chapter aims to introduce the reader to the background of the problem and the subject of 
interest. Further, previous research within the area and what knowledge this research may 
provide to the literature will be presented. The chapter will finally present the purpose and 
research questions to be answered in the study.  

1.1 Background 
In   the   1960’s,   research   proved   that   organizations   were   changing   structure   as   they   became  
larger, the competition increased, economic demand from customers changed and business 
strategies from top management were renewed. The new organizational structures became 
more decentralized and the managers in each division or function got more freedom and 
responsibility over the operations, creating separate responsibility centers (Ellis & Dick, 
2000).  

One way to handle and adapt to these changed conditions in manufacturing organizations has 
been to implement production strategies, such as just-in-time (JIT) and total quality 
management (TQM). These are increasingly used among companies in order to be more 
flexible and competitive and have resulted in increased organizational interdependencies were 
the work in one unit is dependent upon the work of another (Gerdin, 2005). Central in some of 
these production strategies is also the ambition to continuously improve processes in order to 
lower cost and increase quality (Cooper & Kaplan, 1999). Spicer (1992) further state that 
these types of strategies affect how contemporary organizations perform their processes, 
manufacturing and their relations within and without their organization. According to 
Bouwens & Abernethy (2000) interdependency may raise the level of decision uncertainty 
derived from limited control over the supplying unit and uncertainty about objectives when 
decisions  cross  the  interdependent  divisions’  borders.  

In order to realize strategies set by the top management in any organizations or responsibility 
units it is necessary to use some type of control system. This is in the literature commonly 
called a management control system (MCS). A MCS is according to conventional 
contingency-based researchers adopted by the management to achieve desired organizational 
goals (Chenhall, 2003). Much recent MCS research has focused on the implementation and 
success of organizational strategies related to the use and design of MCS (cf. Bouwens & 
Abernethy, 2000; Simons, 1990; Anthony & Govindarajan, 2007; Langfield-smith, 1997; 
Lillis, 2002). Many researchers also agree that an appropriate MCS design should be carried 
out with respect to the context in which it operates. For example, contextual contingency 
factors that are considered to affect the design of the MCS are; the external environment, 
technology-, structure-, and size of the organization (Chenhall, 2003; Abernethy & 
Stoelwinder, 1991; Malmi & Brown, 2008). Several authors also state that a MCS should 
make the individual goal of the managers consistent with the objective of the organization 
(Anthony & Govindarajan, 2007; Flamholtz, 1996; Merchant & Van der Stede, 2003). 

In order to influence and control the  organizations’  employees  there  are  normally  some  type  
of performance measurement connected to a reward or evaluation system in the MCS. This is 
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used   to   influence   the   individuals’   behavior   and   to  make   their   own  personal   goal   congruent  
with the objective of the organization (Flamholtz, 1996). Merchant & Van der Stede (2003) 
state that managers naturally pay attention to what they are responsible for and that managers 
should be held responsible for activities that increases the chance to fulfill the organizational 
strategy. A control system hence aims to direct the employees’  objectives  in  a  congruent  way  
(Flamholtz, 1996). Such goal congruence is however difficult to achieve and Anthony & 
Govindarajan (2007) argue that the most important thing to consider is what actions a control 
system motivates people to take and if this is in line with the objectives of the organization.  

1.2 Problem discussion 
As previously mentioned, it is recognized in the literature of management control that it is 
challenging  to  direct  peoples’  objectives  to  be  congruent  with  the  organizational  objectives.  It  
is also found that this challenge is enhanced by the difficulties in controlling and minimizing 
the impact from others’  performance on the personal result. The impact from interdependence 
on performance measurements and responsibility areas has previously been studied in order to 
motivate improvements and good performance from all employees within an organization. 
Such impact is for example lack of internal information or late deliveries from internal 
suppliers that impairs the prerequisites for others in the organization to make a good job. 
Negative impact on performance measures and results is noticed to lead to non-value adding 
argumentations and discussions when managers perceive to be influenced by interdependence 
in their tasks (Lillis, 2002; Merchant & Van der Stede, 2003; Anthony & Govindarajan, 
2007). The impact could be seen as a deviation from a normal situation and could be 
frustrating, costly and difficult to manage between interdependent units responsible for 
different areas of the value-chain. It is therefore of interest to find suggestions on how to 
manage interdependence in order to lower cost and improve efficiency.  

As mentioned before, motivation and goal congruence are desirable in the design of a MCS 
and Lillis (2002) encourage more research about models that may reduce the conflicts arising 
from disaggregated performance measures. This has been recognized as difficult to achieve 
when managing joint customer responsiveness and production efficiency strategies in 
interdependent units (Lillis, 2002). Further, some researchers have noted that there could be a 
conflict in evaluation processes when assigning responsibilities and accountability over a 
certain performance or result in a unit which is affected by the performance of others. This is 
found to be derived partly from the perceived fairness in the performance evaluation. If 
managers are responsible for a certain cost or result that is influenced by the performance of 
other units, the performance evaluation process could be perceived as unfair or inconsistent 
(Giraud et al., 2008; Merchant, 1987). Procedural   justice   is   found  by  Hartman  &  Slapničar 
(2012) to be important when evaluating performance in order increase managers’ motivation 
to perform well and may be important to take in consideration when developing a method for 
handling deviations due to interdependence. 

The part of the responsibility or the performance measurement that is highly dependent upon 
others   or   events   that   are   out   of   the   manager’s   control   are in the literature referred to as 
uncontrollable (Merchant & Van der Stede, 2003; Giraud et al., 2008; Burkert et al., 2011). 
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Factors that Merchant & Van der Stede (2008) state as uncontrollable are; economic and 
competitive factors, acts of nature and interdependence. According to Macintosh & Daft 
(1987) a basic tenet in management control is that a manager only should be held responsible 
for performance over which he has control. This idea seems to have been noticed in literature 
and previous research for a long time and is referred to as the controllability principle 
(Macintosh & Draft, 1987; Merchant & Van der Stede, 2003; Giraud et al., 2008; Kilmann, 
1983; Merchant, 1987). But abnormalities and deviations caused by the impact of 
interdependence that disturb a responsibility   unit’s   activities   are   included in many 
performance measurements. Such deviations are among others; lack of quality on components 
from internal suppliers, late internal deliveries and disturbances in work flow that affect the 
responsibility  units’  performance  measurements and ability to perform their activities. Every 
deviation   from   the   “normal”   situation   leads to additional costs in the sense of longer lead 
times, extra efforts to correct deviations and in the long term additional staffing in order to 
handle deviations. According to Giraud et al. (2008), empirical studies show that few 
organizations fully implement the controllability principle. They conclude in their research 
that the attitude to the implementation of the controllability principle differs between different 
managers and that the subject is in need for further research. This study will combine the need 
for further research in the area of managing interdependencies and the implementation of the 
controllability principle by investigating how managers believe that deviations affecting their 
performance should be handled and prevented. Also the managers’ opinions about how to 
handle costs arisen from deviations that affects responsibility unit performance will be 
investigated.  
 
The result in the research by Giraud et al. (2008) shows that managers are more interested in 
eliminating the influence from uncontrollable factors, i.e. neutralize, in their performance 
measurements if they are influenced by internal uncontrollable factors than for external 
uncontrollable factors. Internal uncontrollable factors are such as unit interdependency and 
other   managers’   decisions. External uncontrollable factors are such as economic and 
competitive factors and acts of nature. If the performance was affected by external 
uncontrollable factors, managers accepted to be held responsible for it and expected to cope 
with it since it is a  part  of  a  manager’s   job   to  handle  some  risk.  When  affected  by   internal  
uncontrollable factors managers on the other hand considered it unfair to be held responsible 
for other  peoples’  decisions  or  poor  performance  (Giraud et al., 2008). They also state that it 
is difficult to assess the value of the effect caused by uncontrollable factors, why it is hard to 
neutralize in a fair way. These findings do however not reveal how managers believe that the 
impact from internal interdependence should be handled in order to minimize the deviations. 
Neither does it reveal if there are any differences in the managers’ opinions about how to 
handle and prevent deviations.  
 
The requests for neutralization of performance measurements indicate a demand to implement 
the controllability principle. Burkert et al. (2011) found that the implementation of the 
controllability principle affects the job performance at different managerial levels and that the 
perception of roles is important when assigning responsibility. They also found that the 
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capability of handling uncontrollable factors could be influenced by the managerial level and 
argue that this is related to the attitude to be exposed to risk. According to previous research 
within the subject, interdependence   affects   the   controllability   of   managers’   responsibility 
areas negatively. Therefore it could be of interest to investigate how managers, in different 
levels and functions, believe that this impact could be handled and minimized in order to 
motivate better performance and goal congruence between them. Additionally, Giraud et al. 
(2008) state that little research has evaluated the viewpoint of the managers. To investigate 
their opinions about how to handle deviations caused by interdependency could be important 
in order to realize improvement actions that increase competitiveness in an organization.  
 
The controllability principle seems to primarily have been studied in the context of how and 
to whom to apply it, and not how deviations that are considered as uncontrollable should be 
managed in order to fulfill the organization’s  and  unit’s  objectives.  Recent  research  about  the  
use of the controllability principle primarily assume that it is evident that the performance 
measurements only should measure the result over which managers have control (Giraud et 
al., 2008). But actually, some organizations like to hold high-level managers responsible for 
uncontrollable factors to make them draw attention to potential improvement areas that is not 
controllable by them but important to the organization (Burkert et al., 2011). However, it is 
mentioned that harmful behavior could be developed by ineffective control systems that do 
not direct efforts in a goal congruent manner. This type of behavior is such as deliberately 
taking actions that improves the result of performance measurements but are not in line with 
the overall organizational objective (Merchant & Van der Stede, 2003). Such behavior could 
perhaps be prevented by   investigating   managers’   view   about how attention to deviations 
could be increased and how motivation to perform better may be achieved.  
 

1.3 Purpose and research questions 
The purpose of this research is to contribute with understanding of managers’  opinions about 
deviations caused by unit interdependence. In order to gain this understanding the following 
questions will be answered: 

 What characteristic differences and similarities are there in the managers’ opinions of 
how deviations should be handled? 

 How do managers think that deviations should be prevented? 

 

1.4 Chapter overview 
This report is divided into seven chapters and starts with the introduction as the first one. The 
introduction aims to give the reader an understanding about the context of the thesis and 
knowledge about previous research within the area.  

The second chapter is the frame of reference where theory about areas related to the research 
purpose is explored. The knowledge that is gained in the frame of reference is used as a basis 
before starting the gathering of empirical data. Five different areas are primarily covered in 
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the frame of reference, which are considered as important knowledge according to previous 
research. These areas are performance measurement and evaluation, justice, goal congruence, 
inter-organizational relationships, responsibility and expectations.  

Chapter three presents the methodology that has been used during the research and 
motivations of the chosen strategies are explained. A detailed section of how the interviews 
have been performed is presented and also how the resulting data has been analyzed.  

In chapter four the structure, processes, examples of deviations and also the core values of the 
case company are presented. In this chapter, no actual empirical data is presented but the 
information is rather presented to give a good understanding about the environment where the 
managers work.  

The fifth chapter contains the presentation of the empirical result as well as an analysis of the 
managers’  opinions.  The empirical result is presented together with the analysis in order to 
create a better flow in the report and facilitate for the reader to see the connections between 
result, analysis and the managers’ different opinions. Chapter five ends with a summarized 
analysis of common opinions and an overview of the previously presented findings.  

In chapter six the conclusions from the analysis are presented. Chapter six also ends the report 
with a discussion for future research.  
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2 Frame of reference 
The frame of reference is built upon areas in the management control literature that may be 
useful  in  order  to  explore  managers’  opinions about how to handle deviations caused by unit 
interdependence. The knowledge that is gained by the frame of reference will be used as a 
foundation for the inquiry and reflected in the analysis of the empirical findings. 

2.1 Measurements and evaluation  
As discussed earlier in chapter 1, measurements are commonly used in management control 
systems. According to Flamholtz (1989), measurement systems are a part of the 
organizational core control system that focus on the employees’ behavior and the attainment 
of organizational objectives. Additionally, the organizational structure and the organizational 
culture also affect how the organization is controlled, see figure 1. The behavior of interest is 
for example the utilization, allocation, development and disruption of organizational resources 
(Flamholtz, 1989). As this report focus on the influence of uncontrollable factors on 
performance as well as how to handle it, the part of the core control system covering 
measurement systems is of special interest to gain more knowledge about. The definition of 
performance measurements used in this report is the assignment of numbers to performance 
and behavior as described by Flamholtz (1989). This includes both financial measures, such 
as cost reduction, cost per product, utility cost and non-financial measurements such as scrap 
rates, capacity utilization and product quality.  

 

 

Figure 1. Schematic picture of an organizational control system. Source: Flamholtz (1989, p. 599) 

Merchant (2006) states that performance measures play an important role in influencing 
behavior and decisions. He argues that one important criterion for a chosen performance 
measure is that it should be controllable by the manager whose behaviors are being 
influenced. This relates to what the controllability principle stands for and is, as presented 
earlier, by some considered being a basic tenet in management control (Macintosh & Draft, 
1987). Merchant (2006) means that partial controllability gives poor information about 
whether or not good actions have been taken. He further states that controllability depends on 

Organizational culture

Organizational structure

Core control
system
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the authority that is given to the manager. For example, a receptionist at the sales department 
does not have as much authority over sales as the sales manager. While it seems to have been 
much interest in how to design performance measurement systems in order to direct efforts in 
the most efficient way, Hedberg & Jönsson (1978) have a different view on the design of 
performance measurement systems. They state that organizations operating in changing 
environments must use systems that do not suppress relevant signals for change, but let 
ambiguity, conflicts, overlaps and uncertainty occur in order to recognize problem areas. The 
changed use of performance measurements in the organization may be important for 
achieving organizational strategies, which much research has paid attention to. 

Measurement systems are according to several researchers important for the strategy 
implementation and they conclude that the performance measurements must be able to 
evaluate the organizations progress in the strategic direction (Lillis, 2002; Anthony & 
Govindarajan, 2007; Nilsson et al., 2010). Anthony & Govindarajan (2007) explain the 
strategy’s   relation with the achievement of objectives by the use of performance 
measurements, see figure 2 below. They state that it is important to use measures that support 
the strategy and they argue that by using measurements organizations may influence 
employees to focus on certain areas.  

 

Figure 2. Framework for designing performance measurement. Source: Anthony & Govindarajan (2007, p. 461) 

Flamholtz (1989) argues that the measurement system has dual functions. The first is to 
generate information through numbers that monitor in what extent goals have been achieved 
so organizational members may be provided with corrective or evaluative feedback. The 
second is to influence behavior by the actual measurement per se. This second function 
mentioned by Flamholtz (1989) is also visible in figure 2 where Anthony & Govindarajan 
(2007)  argue  that  “what  gets  measured gets  done”.  They  also  enlighten  that  measurements  are  
important in order to direct efforts in correspondence with the strategy. 

Many organizations that employ the TQM or lean philosophy have introduced several non-
financial measures such as; waste, scrap, rework, returns and percentage under statistical 
control. A way to implement this in the performance measurement system is the use of a so-
called balanced scorecard (Kaplan & Norton, 1992). The idea of the balanced scorecard is 
according to Kaplan & Norton (1992) to complement the financial measures, which show 
results from financial actions already taken, with measures of operations, customer 
satisfaction, internal processes, and the organization’s  innovation  and  improvement  activities.  
According to Chenhall (2005), one of the balanced scorecard’s functions is to ensure that the 
organization is learning in order to maintain competitiveness. By using the balanced score 
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card managers are able to balance the financial and operational performance measurements. 
By that they may better provide a clear performance target and draw attention to critical areas 
in the organization (Kaplan & Norton, 1992). Cooper & Kaplan (1999) argue that this helps 
employees to improve critical parts of the process and thereby reduce cost and improve 
quality. Cooper & Kaplan (1999) further state that people in any organization must receive 
signals on process quality and not just the cost of their activity in order to get a better 
understanding of the activity and enhance motivation.  

Explicitly, the study by Chenhall (2005) shows that performance measurement systems 
improve strategic competitiveness of organizations if they focus on how goals, strategies and 
operations are connected to each other. This, he argues, also enables to understand the 
interdependencies across the value chain. This finding is in line with what Merchant & Van 
der Stede (2003) argue when saying that objectives in all hierarchy layers do not need to be 
financial and quantifiable but it is important that all employees must know the objectives of 
the organization, otherwise managers could never know if the   employees’   actions   are  
purposive. The connection between performance measures in different parts of the 
organization is also found to be important by others. Lillis (2002) research for example 
indicated that integrative information in the performance measurement systems is a key 
dimension for creating positive strategic outcomes. This means that the performance 
measures, aiming to direct efforts towards different objectives in different functional units, are 
integrated by for example the use of weightings. Complete or integrative measurement 
systems contain measures that can quantify how the pursuit of quality and customer 
responsiveness affects efficiency and productivity in interdependent functions (Lillis, 2002). 
Additionally, Lillis’   (2002)   states that organizations managing disaggregated performance 
measures, i.e. where the organizational objectives are broken down in to specific measures for 
a functional subunit level, benefit from a less rigid budgetary control in the management of 
interdependencies by decreasing cost center accountability for efficiency against pre-set cost 
targets. This is similar to the conclusions made by Van der Stede (2000). This also makes it 
clear that it is of interest to pay attention to the use of performance measures in different parts 
of the organization, especially if they are interdependent. 

Several studies have investigated the impact of interdependence on the design of performance 
measurement systems (Lillis, 2002; Chenhall, 2003). The critical review performed by 
Chenhall (2003), summarizes that low levels of interdependency (see section 2.3) have been 
linked to budgets, statistical reports and informal coordination in interdependent situations. In 
highly interdependent organizations there was instead less focus on budgets and there was an 
increased communication between subordinates and superiors. Chenhall (2003) also argues 
that if information within the organization is not uniformly framed, a common understanding 
is unlikely and efforts may be fruitless. An integrative performance measurement system may 
provide a framing for that information (Chenhall, 2005). However, where performance 
measures are local and disaggregated but the strategy demand the management of functional 
interdependencies, integrative and mutual consistent measurements is shown to be 
challenging to design (Lillis, 2002).  
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As presented above, performance measures are considered as helpful in directing employee 
behavior, decisions and focus on certain activities. Hence, performance measures as a tool in 
management control may communicate responsibilities in different parts of the organization 
(cf. Nilsson et al., 2010). But there are also other controlling mechanisms that may direct and 
communicate responsibility.  

2.2 Responsibility 
As mentioned earlier, organizations that become larger tend to divide the operations and 
responsibilities into divisions, functions or units and through that motivate the responsible 
managers to focus on their task. The divisions may be divided by segment, product, activity 
etc. and the number of hierarchy layers may vary (Ellis & Dick, 2000). The structure allows 
the management to specify positions and create teams and units for ensuring that the 
organizations’   operations   are   carried   out (Chenhall, 2003; Kilmann, 1983). The chosen 
organizational structure is important for enhancing the motivation, efficiency, information 
flow and for directing individual efforts in line with organizations objectives (Flamholtz, 
1996; Chenhall, 2003). Central in the design of these responsibility centers is the 
organizational structure that is desired and over which activities and results the manager 
should be held responsible (Chenhall, 2003).  

Responsibility centers, or financial responsibility centers, define the units, groups or 
individuals that are accountable for some form of financial results, see figure 3 (Merchant & 
Van der Stede, 2003; Abrahamsson & Johansson, 2013). An organization is according to 
Anthony & Govindarajan (2007) sometimes comprised of many responsibility centers aiming 
to achieve their objectives. Ideally, if their objectives are achieved, the overall organizational 
objective should be met. Abrahamsson & Johansson (2013) state that the use of responsibility 
centers brings an expectation on the managers to behave and perform in a certain way. 
However, managers in responsibility centers may by different reasons have difficulties to 
accomplish the task assigned to them and therefore not behave as expected (Abrahamsson & 
Johansson, 2013). Interdependencies between units could bring such difficulties.  

 

 

Figure 3. Typical financial responsibility centers in a functional organization. Source: Merchant & Van der Stede 
(2008, p. 260) 

The type of control used in different responsibility centers may vary, as the input and output 
of the different centers are not always of the same type. Anthony & Govindarajan (2007) 
make a difference between engineered expense centers where the optimal input cost can be 

President
(IC)

Manufacturing
VP 

(CC)

Sales & Marketing 
VP 

(RC)

Finance
VP

(CC)

Administrative
VP

(CC)

IC  = Investment center
RC = Revenue center
CC = Cost center



Frame of reference 

10  
 
 

determined and discretionary expense centers where output from the centers cannot be 
measured in monetary terms. Manufacturing operations are often engineered expense centers 
although discretionary expenses also exist in those activities. R&D units and support centers, 
which provide services to other responsibility centers, are examples of discretionary expense 
centers. Managers in engineered expense centers are often also held responsible for the output 
quality and delivery in order to assure that costs are not minimized at the expense of quality 
etc. (Anthony & Govindarajan, 2007). Abrahamsson & Johansson (2013) discuss that the 
purchasing unit could be seen as a cost center with cost responsibility. However, they state 
that the risk with controlling by cost is that low cost is preferred over quality. Therefore it is a 
good idea to complement the cost controls of a purchasing unit with quality parameters.  

Additionally, Merchant & Van der Stede (2003) argue that responsibility center managers in 
some situations only should be charged or held accountable for activities that enhance the 
chance to fulfill the organizational strategy. That implies that managers should sometimes not 
be paying or charged for resources or activities that the strategy encourages the use of. 
Merchant & Van der Stede (2003) explain that many organizations use performance 
measurements in their MCS to motivate, control and improve processes and lower costs in 
responsibility centers, but there may be a negative behavioral effect if it is influenced by 
uncontrollable factors. However, not all managers react negatively on the impact of 
interdependency. Giraud et al. (2008) found in their qualitative comments from interviewed 
managers that they generally accept being held accountable for external uncontrollable factors 
(such as acts of nature, customer demand and competition) since that are a part of the risk that 
is included in the responsibility of being a manager.  

Naturally, managers pay attention to results over which they are responsible (Abrahamsson & 
Johansson, 2013; Merchant & Van der Stede, 2003). As rewards may be connected to the 
result in the responsibility center managers may strive to perform activities in a perfect way to 
achieve those results. Anthony & Govindarajan (2007) mention managers’   strive   for  
functional excellence as a control problem as it could be too costly in relation to the profit that 
the  perfection  generates.  They  state  that  the  “perfect”  staff  would  not  approve  any  flaw  from  
the supplier, but the cost of guaranteeing that no flaws slip through would be too high in 
relation to the gains from minimizing flaws. This strive for excellence could lead to 
safeguarding ones positions and empire building without any regard to the objectives of the 
organization.  

As discussed earlier, there are many different mechanisms in an organization that may be 
controlling the employees’ behavior and efforts. The control mix is a notion that Nilsson et al. 
(2010) use when describing what types of control mechanisms (such as planning, rewards, 
budgets, values, structure, financial and non-financial measurements etc.) in an organization 
that are actually steering and how they relate to each other. This notion is very alike what 
Malmi & Brown (2008) discuss when talking about management control systems as a 
package. Nilsson et al. (2010) mean that it is the management that determines the control mix 
and by what means the organization is controlled. By the choice of financial performance 
targets and allocation of responsibility downwards in the organization, the motivation to 



Frame of reference 

11  
 
 

behave and perform in a certain way could be improved. Abrahamsson & Johansson (2013) 
also state that the responsibility structure could bring unwanted behavior as an effect from 
how the financial evaluation is performed. If the responsibility centers are interdependent and 
they are evaluated strictly from a cost perspective, the possibility of potential conflicts could 
raise between them.  

Related to this, research has found that the managerial level may have an impact on the ability 
to handle such control issues as interdependency (Burkert et al., 2011). That implies that the 
opinions about how to handle deviations may vary between different managerial levels.  
According to Burkert et al. (2011), lower- and middle managers are less able to deal with 
uncontrollable factors, such as interdependency, affecting their performance than higher-level 
managers and that the application of the controllability principle could be disregarded more 
easily for them. They state that this could be due to the attitude towards risk, self-image and 
motivation differ between hierarchical levels. Also, higher-level managers are believed to be 
more used to deal with uncontrollable factors since they continuously occur in their daily 
work. Burkert et al. (2011) further conclude that the advantage of the non-application of the 
controllability principle on higher-level managers is that it directs attention towards critical 
areas in the organization and that their decisions are considered to have a larger impact on 
corporate welfare than those of lower-level managers.  

To not completely implement the controllability principle in responsibility centers could 
hence direct managers to put effort in areas they cannot completely control. However, Bevan 
& Messner (2008) recognize that the meaning of responsibility has not explicitly been defined 
in previous literature. They mean that the literature state that in an ideal world managers 
should only be held responsible for results that they can control. But the researchers further 
state that this is not in line with reality since managers would not be motivated to exercise all 
their influence if they were protected against all uncontrollable factors and they therefore 
partially should be held responsible for uncontrollable factors. Ocansey & Enahoro (2012) 
examined the use of the controllability principle and allocation of uncontrollable cost. They 
recognized that one issue with cost models designed for accumulating product and period cost 
is that it does not identify the specific managers who incurred the costs. They also found that 
there are two extremes in the application of the controllability principle. The low level is 
characterized by: most or all of the uncontrollable common costs such as administrative costs 
are reallocated to divisions and uncontrollable environmental factors and divisional 
interdependencies are not taken into account when measuring managerial performance. At the 
high level of application of the controllability principle the uncontrollable common costs are 
generally not allocated to the divisions and the effects from uncontrollable factors are taken 
into account in the evaluation of the performance. However, the study of Ocansey & Enahoro 
(2012) could not determine the appropriate level of application of the controllability principle. 
They state that controversy still exist about what criteria that should be used when evaluating 
managers with respect to the controllability principle.  
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As previously mentioned, the behavioral effect of different control systems may be affected 
by interdependencies. In order to develop the understanding of the reason to it, inter-
organizational relationships will be explored in the following section.  

2.3 Inter-organizational relationships 
Different background, values and inherence of individuals or groups may create conflicts in 
organizations using divisional or functional structures. Robbins (1990, in Ellis & Dick, 2000) 
suggests that conflicts may be caused among others by one-way task dependence (that 
changes the power balance) or by differences in evaluation criteria and reward systems. In 
order to handle deviations due to interdependence it could therefore be important to consider 
the  different  units’  relationships. Bouwens & Abernethy (2000) describe that the managers in 
interdependent units in their study required an efficient information system in order to 
coordinate workflow between interdependent sub-units. They also found that the 
customization strategy affected the management control system through the interdependence 
rather than by the customization strategy. This implies that interdependencies between 
organizational units are important to manage as they may have a considerable impact on the 
control system.  

Kilmann (1983) states that there are three types of departmental interdependencies found by 
Thompson (1967), see figure 4. Pooled dependence is defined as the lowest form of 
interdependence in which the departments are relatively autonomous and there are little 
workflow between them. An example of pooled interdependency is when the organizational 
units’ uses shared staff or pooled recourses. Sequential dependence exists when the output of 
one unit becomes the input in the following unit. That implies that the receiving unit is highly 
dependent on the quality and result from the previous unit in order to perform well. Vertically 
integrated organizations are likely to have a sequential interdependency. Reciprocal 
dependency is the highest form and implies that the tasks move back and forth between the 
units resulting in that both the receiving and sending unit is dependent of each other. 

 

Figure 4. Identifying task interdependencies. Source: Kilmann (1983, p. 345) 

Kilmann (1983) argues that organizational units or divisions often are interdependent with 
each other and that managers therefore have less possibility to make decisions that their 
responsibility requires. The separate decisions made in the units will result in a non-optimality 
because of costs that may fall between the boundaries. He argues that the organizational 
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structure could be redesigned to allow decreased interdependency. Kilmann (1983) also 
concludes that it is impossible to completely eliminate sub-unit interdependencies and that 
redesign of the organizational structure must be considered with respect to the possible gain 
of it. However, in the study of Lillis (2002) few of the respondents considered structural 
adjustment or change in the organization as a way to manage interdependencies, which she 
found interesting since the literature states such adjustments as requirements for implementing 
functional cooperation within the organization.  

According to Kilmann (1983), organizations consisting of units with clear boundaries 
between them may develop   a   mentality   of   “we”   and   “them”.   Such   social   boundaries   may 
make it even more difficult and time consuming for managers to coordinate activities and 
hence they become costly. Also, Kilmann (1983) recognized that assigning costs or transfer 
prices between interdependent divisions as indicators of divisional performance can become 
sources of conflicts as the allocation process could be seen as arbitrary or inconsistent. He 
denotes the political and bureaucratic behavior developed by attempting to influence the 
outcome of the allocation-of-cost decisions as misdirected conversion cost, i.e. spending time 
on accounting guidelines instead of doing the primary work in the organization. Further, 
Thompson (1967, in Kilmann, 1983) argues that the higher level of interdependence, the 
higher the coordination costs of the organization get. Therefore the highest level of 
interdependency, i.e. reciprocal interdependency, should be located within each division in 
order to lower coordination costs. The higher the interdependency is the more planning, 
procedures and monitoring is needed and this is considered to be more troublesome to 
coordinate between functions and divisions than within them.  

Anthony & Govindarajan (2007) also recognize difficulties in managing interdependent units. 
They state that one disadvantage of the functional structure is that it is hard to determine the 
individual   efficiency   of   each   function   since   they   contribute   jointly   to   the   organization’s  
output, and it is therefore no way of measuring what part of the profit that was created by 
which function. Further,   they  state  that  functional  organizations  tend  to  create  “silos”  which  
makes cross-functional coordination more difficult, such as product development. But 
implementing cross-functional processes could mitigate this. However, they state that the 
advantage of the functional structure is efficiency, since the managers in each function are 
specialists in that particular area. Another control issue may occur according to Anthony & 
Govindarajan (2007) if managers in the functions report to higher-level managers in the same 
function that in turn report to even higher-level managers. This often implies that disputes 
between the functions only can be resolved at a top-level in the organization. According to 
Anthony & Govindarajan (2007), it is time-consuming and frustrating to solve issues at a high 
level if they occurred at an organizational low-level.  

In order to prevent discussions and argumentations between interdependent units increased 
justice in evaluations and procedures may intuitively come to mind as preventative. Also 
when it comes to handling deviations in interdependent units, the perceived justice in 
management and the use of controllability may be important. This will therefore be further 
explored in the next section. As the controllability implies, evaluations only from controllable 
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factors could be seen as a more fair way  to  look  at  each  manager’s  performance  and  thereby 
motivate and prevent argumentations. However, it could be difficult to achieve fair and 
controllable procedures in interdependent units depending on the level of interdependence (cf. 
Kilmann, 1983, Anthony & Govindarajan, 2007).  

2.4 Justice  
As described in chapter 1, the controllability principle is central in the design of performance 
measurement systems. Burkert et al. (2011) found that the more the controllability principle is 
applied the less managers experience role ambiguity and role conflict. They also found that a 
decrease in role ambiguity has a positive impact on managerial performance. The negative 
effect of the non-application of the controllability principle could be mitigated by using 
personnel controls, consisting of achieving good person-job fit and preparing managers for a 
new stressful job (Burkert et al., 2011).  

If perceived procedural  justice  of  performance  evaluations  is  achieved,  Hartman  &  Slapničar  
(2012)  argue  that  it  contributes  to  positive  work  attitudes  and  increases  managers’  motivation  
to perform well. Giraud et al. (2008) found that managers were more eager to neutralize their 
performance measurements from uncontrollable impacts if the cause was internal 
uncontrollable factors, but also that managers found it normal to be evaluated on 
performances that they did not entirely control. Some of the qualitative comments Giraud et 
al. (2008) unveiled in their article stipulated that the inefficiency in some departments should 
not affect the evaluations of the effort made by others and that managers accept to be affected 
by some interdependencies but only up to a certain point when the result is largely affected by 
others. This reasoning is interesting to bring into the study of deviations due to 
interdependence. 

As discussed in previous sections, unwanted behavior is a risk in any organization. Merchant 
& van der Stede (2003) call this gamesmanship and state that such behavior may follow from 
injustice in performance evaluation or inefficient control. Such behavior is harmful actions 
used by employees to make their performance measurements look better without any positive 
economic effect for the organization (Merchant & Van der Stede, 2003). This is typically 
done through creation of slack within the budget, use of less resource than needed or through 
data manipulation. This is a phenomenon also recognized by Flamholtz (1993) who states that 
it indicates an inefficient control system.  

Hartman  &  Slapničar (2012) found that outcome measurements, in opposite to behavior based 
measurements   which   evaluate   the   managers’   effort   or   actions   taken,   affect   the   justice  
perception positively only for those managers that are less tolerant for ambiguity. This implies 
that the consideration of efforts taken is enhancing uncertainty since it is not as easy to 
predefine and may introduce biases to the evaluation. Related to deviations due to 
interdependence, this is relevant as it may be difficult to assess to what extent some units have 
taken actions to prevent deviations in other units.  
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2.5 Goal congruence  
As mentioned earlier, a good management control system influence individual behavior in a 
goal congruent manner, implying that the actions taken in order to achieve personal goals are 
helping the organization to achieve organizational goals (Flamholtz, 1996; Anthony & 
Govindarajan, 2007). However, perfect goal congruence does not exist in practice according 
to Anthony & Govindarajan (2007). But when striving towards goal congruence they state 
that the most important questions to ask when evaluating management control systems are: (1) 
what actions does it motivate people to take in their own self-interest? (2) Are these actions in 
the best interest of the organization? When working towards goals, the operating manager 
must know these goals and what actions that are needed in order to achieve them. This 
knowledge may be communicated through formal or informal channels. However, the signals 
and information from different sources may conflict with each other and suffer from different 
interpretations of the objective (Anthony & Govindarajan, 2007).  

Anthony & Govindarajan (2003) argue that the control system at least needs to attempt to 
direct the behaviors of individuals in line with the objectives of the organization. Cuegueró-
Escofet & Rosanas (2013) state that what they call occasional goal congruence creates 
positive learning and managers will be just and sometimes seeking immediate solutions to 
repair an unfair design of a management control system and eventually the design will change 
in a more just way. Cuegueró-Escofet & Rosanas (2013) also realize that subjectivity is 
inevitable  and  that  the  pursuit  of  justice  increases  people’s  identification  with  organizational  
objectives and commitment to goals that in the long term leads to goal congruence. The strive 
to achieve goal congruence may however fail and create so called misdirected motivation. An 
example of a misdirected motivation is if the system stresses cost reduction and the managers 
reduces cost on the expense of poor quality or decrease the cost in the own unit by the 
introduction of a larger cost in another unit (Anthony & Govindarajan, 2007).  

In any company it is according to Cuegueró-Escofet & Rosanas (2013) possible for small 
groups to create management control systems that may direct people in the wrong direction 
and that this may benefit a small minority and create unfairness to the rest of the company. To 
make all employees or units work in an organizational goal congruent manner, some units 
may suffer from poorer performances to the benefit of the performance of the entire 
organization. Porter (1985) however describes that it is hard to convince interdependent units 
to implement strategies that is not beneficial for all units but for the organization as a whole. 
He implies that managers or units instead may argue about how to allocate shared costs for 
the required effort, which do not directly benefit to all units but only to a few. How to handle 
and prevent deviations from interdependence is strongly related to this, as several units may 
need to increase their effort to improve the performance in another unit.  
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2.6 The use of theoretical knowledge 
For the subsequent conduction of the study, the parts in the frame of reference are used as a 
foundation for the inquiry, see figure 5.  

As visualized in figure 5, there are some areas within each chapter that plays an important role 
in the construction of the inquiry and on which the interviews as focused. The figure is 
illustrating the way in which the knowledge from the literature has been brought into the 
research. The subjects under each chapter in the figure have been chosen for emphasizing the 
perceived relevance of them for this study. Extra focus has therefore been put on investigating 
managers’  opinions  related  to  them.  

 

 

Figure 5. Schematic picture of the theoretical knowledge used in the research 
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3 Methodology 
This chapter aims to explain to the reader what type of research approach that has been used 
and why. The chapter will also describe how the study was performed in order to answer the 
purpose and ensure the research quality. 

3.1 Type of research  
Before conducting a research one must, according to Yin (2009), consider three research 
conditions; a) what type of research question that is to be answered b) the extent of control the 
investigator has over actual behavioral events and c) the degree of focus on contemporary 
events. The questions aims are to explore managers’   opinions about how they believe 
deviations caused by unit interdependence should be handled. The questions do not intend to 
explain the  managers’  opinions, but rather identify them. According to Yin (2009), this setting 
is referred to as exploratory research and may be performed with any of the five methods 
presented in table 1. The research  questions  to  be  answered  are  also  in  the  form  of  “how”  and  
“what”  which  is  suitable  for  several  of  the  possible  methods  according  to  Yin  (2009), cf. table 
1. Further, this study is in no need of control over the  managers’  behavior and it focus on 
contemporary  events  as   the  managers’  current  opinions  about the handling of deviations are 
explored.  

In order to achieve a deep understanding about the opinions of different managers 
experiencing interdependence between each other, a case study is chosen (cf. Denscombe, 
2007). The use of a case study in this setting is supported by Yin (2009), see table 1, as the 
three conditions answered above have indicated. Also, Denscombe (2007) describes that the 
benefit of a case study is the focus of one instance of the problem of investigation and that the 
researcher therefore might find insights that would not have been unveiled if covering a large 
number of instances, which is desirable in this research. He also states that the in-depth 
characteristics of the case study give the possibility to understand the complexity in a 
relationship and how many parts affect each other.  

Table 1. Relevant situations for different research methods. Source: Yin (2009, p. 8) 

 

Experiments are specifically not chosen as a method since possible handling methods 
suggested by the managers are not possible to test. Additionally, the intention is not to 

Method Form of research 
question

Requires control of 
behavioral events?

Focuses on 
contemporary
events?

Experiment How, why? Yes Yes

Survey
Who, what, where, 
how many, how
much?

No Yes

Archival analysis
Who, what, where, 
how many, how
much?

No Yes/No

History How, why? No No

Case study How, why? No Yes
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manipulate the attitude of the managers. Neither is it possible to explore managers’ previous 
opinions or investigate their behavioral consequences to past methods of handling deviations, 
why histories or archival analysis not are useful. However, surveys could have been a possible 
method for exploring   managers’   opinions   as   many   managers   could   be   included and their 
thoughts could be structured in an organized way. The disadvantage with the use of surveys 
for this study was the lack of in-depth understanding and contact with the managers (cf. 
Denscombe, 2007). Therefore, the case study method was considered as the most appropriate.  

Yin (2009) also stresses the importance of defining the unit of analysis in a case study in order 
to  clearly  explain  what  is  to  be  investigated.  A  “case”  may  either  be an individual and the use 
of information about several such individuals would result in a multiple case study. The case 
could also be an event, decision or phenomena, and the research of the event would then 
result in a single case study where the event is the unit of analysis. The choice of unit of 
analysis,   or   “case”,   is   based   on   the   formulation   of   the   research   questions   (Yin, 2009). 
Denscombe (2007) states that one-case studies require an in-depth knowledge about the case 
and although every manager in this research is not deeply get to known or followed for a long 
time, their opinions in the question of interest are deeply understood. The case in this study is 
considered to be the phenomena of interest which is the understanding of each manager’s 
opinion about how to handle deviations caused by unit interdependence. Therefore each 
manager and his opinion is regarded as a sub-case which collectively builds the case in this 
research. These sub-cases have been investigated at a case company that will be presented 
below. 

3.2 Case company 
Klein & Meyers (1999) state that it is important to place the subject of investigation in its 
historical and social context in order to clarify how a situation originally arose. This is 
ensured through their though the use of the principle of contextualization (Klein & Myers, 
1999). In this report, this is ensured by briefly presenting the case company and more 
thoroughly in chapter 4.  

The case company is Scania CV AB in Södertälje, a large multi-national manufacturer of 
heavy trucks and busses which is practicing philosophies from lean manufacturing. Before 
1995 Scania used centralized financial controlling, where the result of the whole organization 
and all functions where consolidated centrally into one income statement. Since 1995 they 
employ a decentralized economy responsibility, where each function and unit establishes their 
own income statements, present their cost structure and then send it to corporate head quarters 
for consolidation. This resulted in the development of production units (PRU) and functions 
responsible for their own income statement and economic control (see figure 6). The 
production function at Scania in Södertälje is divided into three production units. The 
transmission processing and assembly are one PRU, the engine processing and assembly 
another and Chassis the third. The Purchasing and Research & Development functions are not 
PRUs but also units responsible for their own income statement. In this study, the R&D unit, 
the production function and the purchase unit will be included since these are parts of the 
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organization where deviations from interdependence are frequently occurring. Also, these 
parts of the organization have an important focus of continuous improvement processes. 

 

Figure 6. Scania organization and  the  study’s  focus  areas.  The  production function at Scania Södertälje is divided into 
five production units (PRU). 

The functional structure at Scania where projects and processes runs horizontally through the 
organization makes the functions highly interdependent of each other. The performance of the 
previous responsibility center in a process affects and creates the prerequisites for the 
following  unit’s performance. This setting and structure makes Scania an appropriate case for 
exploring  managers’  position  about  handling  deviations  caused  by  unit  interdependence.  Also  
managers and units are held responsible partly for performances that they do not control due 
to the interdependence, implying that the controllability principle is not fully applied. The 
findings of Burkert et al. (2011) is applicable in this case were the organization holds 
managers in different levels responsible for different results to more or less extent affected by 
uncontrollable factors. The idea of visualizing and invoicing costs of deviations caused by 
interdependence internally has been the subject of many discussions recently at Scania. Some 
managers are arguing that it could be effective for minimizing deviations and improve 
consciousness about the internal suppliers. But there are also arguments that state the 
opposite.  The  mangers’  opinions  about  the  allocation  or  invoicing  of  costs  due  to  deviations 
are therefore explored rather detailed in this research. This will be noticeable in the analysis 
of the result as the question of how to handle additional costs from deviations is a known 
subject to the managers.  

According to documents and employees, Scania is encouraging both its suppliers and 
employees to always keep high quality in everything they do and find new improved ways of 
working. This helps the organization to continuously improve and in the long term minimize 
both scrap and cost of re-doing non-quality work. These philosophies are an opportunity for 
this study since the managers included in the research are likely to place emphasis on 
achieving improvements in the processes. To choose an instance that is representative and 
considered as a good example of what the research is aiming to illuminate is supported by 
Eisenhardt & Graebner (2007).  

3.3 Data collection methods 
As a way to achieve the in-depth understanding that a case study may provide, the researcher 
is encouraged to use multiple sources of data. The researcher may use whatever source of data 
that is appropriate for investigating the processes and relationships of interest (Denscombe, 
2007). Examples of data sources are interviews, archival records, observations and histories. 
Yin (2009) stresses that no single source has a complete advantage over another but that the 
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sources should be used complementary and that a good case study therefore uses as many 
sources as possible. The data source that has been used and considered as the most important 
in  this  study  is  interviews.  As  it  is  the  managers’  position  about  the  handling  of  deviations  and  
personal opinions that is the unit of analysis, interviews have been considered as the best way 
to achieve a deep understanding. Also documents have been used for familiarization with the 
organization, current way of working and problem situation. Observations would have been 
useful in order to observe differences between what the managers say is their opinion 
compared to what they actually do, but the research setting has not given that possibility.  

Triangulation implies the use of different sources of information but also different theories 
and if possible different researchers (for avoiding biases). The use of triangulation may give 
the researcher a better knowledge of the topic of investigation and provide an improved 
accuracy and a more complete picture (Eisenhardt, 1989). Hirschman (1986) also states that 
interpretations about a phenomenon can be made more accurately if field notes, taped 
interviews and documentary evidence support the same conclusion. Instead of using several 
different data collection sources several managers in each functional area and in different 
positions have been interviewed. The conduction of several interviews in each functional area 
has been considered as enhancing the possibility to gain information and understanding about 
many different opinions. No consequent archiving has been done at all units at Scania of how 
the deviations, such as bad quality and increased costs, from unit interdependencies have been 
handled or how the attitude and action to that handling method historically has been. 
Observations of different ways to handle deviations of this type have not been used. The 
phenomena of interest are the different managers’ general opinions about how to handle and 
prevent deviations. This has been considered to best be revealed by one to one discussions 
with the managers rather than by observations of how they discuss with each other. 
Observations of how managers in practice solve and handle deviations may however be a 
suitable method if investigating their actual actions, which is not the objective in this research. 
Also, it was not guaranteed that a clear deviation situation followed by unit interdependence 
will appear at Scania during the research period, why direct observation not has been possible. 

The collection of case evidence is a balance between cost, quality and availability. A fast 
collection of evidence usually provides a bad quality to a low cost and a better quality of data 
is sometimes related to a higher cost. The choice depends on the purpose and situation 
(Eriksson & Wiedersheim-Paul, 2011). In this research the purpose has been to develop the 
understanding  for  managers’  opinions  in  this  subject  and  it  has  therefore  not  been  considered  
as a risk of quality to gather the information during a relatively short time.  

3.3.1 Interviews  
Interviews are one of the most important sources of information in a case study and should, 
according to Yin (2009), be set up as guided conversations rather than structured questions. 
The semi-structured interviews that have been used as primary data collection method relied 
on that advice. This interview method has made it possible to gain information about areas 
and opinions that would not have been gained if a strictly preset structure of questions had 
been followed. The use of interviews as a data collection method in this research is 
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strengthened by Denscombe (2007), who states that interviews are most appropriate when the 
researcher   wants   to   get   an   insight   about   people’s   opinions,   feelings,   emotions   and  
experiences. In contrast, if the aim is to collect simple and uncontroversial facts, then a 
questionnaire may be more cost-effective.  

Managers from different divisions and of different levels have been interviewed since the 
findings of Burkert et al. (2011) indicate that the position of the manager may have an impact 
on the application of the controllability principle. Further, support functions have not been 
included in the study according to the argument of Giraud et al. (2008) that the controllability 
principle is not considered as important for these types of functions. Further the choice of 
managers to include in the interviews was done in collaboration with the supervisors at Scania 
in order to assure that the research topic is relevant to the chosen managers. The requirement 
was however to interview managers from different levels and functions. The managers from 
the R&D, purchasing and production units that were contacted held a position of senior vice 
president, department managers, group managers, production manager or unit financial 
managers, see appendix B for more detailed information. Lower levels of managers were not 
contacted due to the lack of relevance of the problem in their tasks and decision influence. 
The number of managers contacted was four to five from each department. To interview a 
smaller number than this was considered as having a too large impact on the credibility of the 
study. This is supported by Klein & Meyers (1999) who argue that the principle of multiple 
interpretations should be used, which implies that a better understanding is assured if 
considering the interpretations of several persons involved in the same situation. However, 
one possible limitation of this study is that there may be several other managers in this context 
whose opinions are not reflected in this study which may make the conclusions less 
representative for all managers. The study has also only presented the   managers’   general  
opinions about how they think deviations of this type should be handled and has not given any 
conclusions about specific deviations.  

In the in-depth interview Yin (2009) suggests that the interviewer could ask the informant 
about opinions and his/hers own proposed insights in the matter and use that as a basis for 
further inquiry. This type of interview is normally performed over a longer time and not just a 
single setting. The focused interview is on the other hand shorter but could still be open-ended 
and conversational. In this type of interview it is more likely that the researcher follows a set 
of questions developed in a case study protocol, and it is therefore important that the 
researcher poses the questions in a way that let the interviewee provide a fresh commentary 
(Yin, 2009). In this study, it was important to let the interviewee speak freely about his 
experiences and thoughts regarding effects from interdependencies and how he thinks about 
different methods for handling and preventing it. It was therefore important to let the 
interviewees to some extent form the interview on their own, although there was a need to 
follow a preset frame of areas that should be covered in the interview. This is referred to as 
semi-structured interviews (Rabionet, 2011).  

An interview protocol was developed initially and served as a structure for guiding the 
conversations with the interviewees as recommended by Rabionet (2011), see appendix A. 
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The questions and discussion topics with the managers have been based on the knowledge 
gained in the literature review presented in chapter 2. However, as it was not predetermined to 
prove or refute theories, it has been important to let other areas that could be important to the 
managers be unveiled during the interviews. This is according to Rabionet (2011) an 
advantage with the conduction of semi-structured interviews. More and different questions 
than the ones presented in the interview protocol have therefore been posed to the 
interviewees as follow-up questions or as responses to what the interviewees have said (cf. 
Rabionet, 2011). These additional questions have served as a way to increase the 
understanding and enable that the interpretation is founded on as complete data as possible. 
This method is supported by Klein & Meyers (1999) who state that the qualitative data 
collection method requires the researcher to be both suspicious to previous preconceptions 
and to interact with the interviewee. Since the additional questions posed during the semi-
structured interviews have been very different from interview to interview they are not 
presented in the interview protocol in appendix A. In the interview protocol, the questions are 
structured in a logical order but the interviewee had the freedom to impact the progress of the 
conversation and therefore the questions in the protocol are rather a structure for assuring that 
all areas has been covered.  

According to Rabionet (2011), the first component in the interview protocol is important for 
elicit truthful comments from the interviewee and to create a friendly environment. The 
opening of the interviews consisted of information about confidentiality and the use and scope 
of the result, as suggested by Rabionet (2011). In the second component of the protocol, 
knowledge about the area is required from the investigator in order to develop questions. This 
was provided through the frame of reference as well as from the problem investigation 
conducted at Scania where unstructured conversations and meetings with employees were 
performed. That gave an initial understanding about which areas that could be important in 
this investigation.  

Yin (2009) argues that it is important that the interviewer must follow her line of inquiry and 
to ask the conversational questions in an unbiased manner. Qualitative research however 
demands the interaction between the researcher and the interviewee, and by using the 
principle of dialogical reasoning the researcher’s preconceptions will change depending on 
the findings in the research (Klein & Myers, 1999). This has been applied during the 
interviews as they have been performed as a discussion about the  managers’  opinions.  Also,  
the preconceptions have progressively changed as the knowledge was improved after each 
interview, which is supported by Klein & Myers (1999).  

Yin (2009) describes that the interviewer in a case study needs to operate in two levels on the 
same time by satisfying the needs of her line of inquiry and posing friendly and 
nonthreatening questions in open-ended interviews. These requirements put a high demand on 
the researcher to be able to pose questions that is not leading the interviewee or biases her 
answer. Yin (2009) also argues  that  it  could  be  risky  to  pose  a  “why”  question in contrast to a 
“how”   question   because   it   could   create   defensiveness   from   the   informant.   But   when  
performing the interviews in this study it has however been very important to pose why-
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questions in order to understand the  managers’  opinions  and  what  differ between them. The 
way the questions have been posed has been thoroughly thought through in order to ensure 
that the interviewee does not perceive the questions as judgmental but rather as a sign of 
interest in their opinions. This conduction is supported by Klein & Meyers (1999) who state 
that the researcher should be aware and conscious about the influence he/she has on the 
interviewee and that this enhances the quality of the outcome data. The open questions used in 
the interviews allowed the managers to present their own examples of deviations and reflect 
about  their  opinions  regarding  those  examples.  A  general  picture  over  each  manager’s  opinion  
was developed by discussing several different types of deviations during the interviews. 

The interviews in this study were audio recorded to provide a better focus on the interview 
than on solely writing down the answers. This method is supported by Denscombe (2007) 
who also state that a benefit of audio recording interviews is the possibility to return to the 
original conversation than only relying on memory and field notes. As Rabionet (2011) and 
Yin (2009) recommend, the audio device was tested and familiarized with before the 
interviews in the study took place. The recordings were listened to again directly afterwards 
each interview and the interview was summarized in a document for facilitating further 
analysis. To listen through and write down the interviews is valuable in the research according 
to Denscombe (2007) as it provides a product that is a form of data that is easier to analyze 
than the audio recording. The interviewees have not got the possibility to read the 
transcriptions, which may influence the credibility.  However,   to   ensure   that   the  managers’  
opinions has been correctly understood, confirming questions was posed in the end of each 
interview and served as a confirmation or summary  of  the  managers’  opinions.  

Further, the ethical aspect of data collection in social research is something that Denscombe 
(2007) stresses that the researcher must consider. In all handling of data during the study, 
notice will be taken to; respect the rights of everybody who are participating in the research, 
avoid any harm to the participants arising from their involvement and to operate with honesty 
and dignity. This has been ensured by informing the interviewees of how the interview 
material will be handled and that their opinions will not be revealed or discussed with other 
managers. The recorded material from the interviews has exclusively been listened to by the 
researcher and the participating managers names are not revealed in the report. The managers 
have been informed about the conditions and agreed upon them before the interviews have 
started. After the study was finished the material from the interviews was deleted.  

3.3.2 Documentation and archival records 
In this research, documents have not been the most important source of information. 
However, documents have been important for understanding the structure and ways of 
working at the case company and therefore provided information that improves the 
understanding of the context. Documents that have been used are such as policies, 
organizational maps and internal management documents. These has been available at the 
company intra net and provided by the supervisors at Scania. This information has been used 
primarily in chapter 4.  
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3.4 Collection of literature 
An important part in the design of the case study is the collection of literature and theories 
(Yin, 2009). The theories and literature presented in the frame of reference were used to 
formulate the interview questions and to give a better understanding about what factors, 
situations or methods that could be important when handling deviations due to 
interdependence. The frame of reference did hence constitute as a pair of glasses for analyzing 
and drawing conclusions about the findings in the study.  

Before the statement of the purpose and research questions of the study, a search among 
previous studies within the topic of investigations was made. By using the Linköping 
University Unisearch function there was a possibility to search in multiple literature databases 
at the same time, such as Scopus, Science direct and Business Source Premier. These 
databases covered articles, books and journals which gave a large coverage over publicized 
articles and literature.  

By first exploring the area of management control, additional authors and research of interest 
became evident. When searching in the Unisearch data base at LiU many thousands of hits 
was identified due to that the search function identifies all hits containing the key words in the 
title, abstract or in the subject field. Therefore a more specific research was done by using a 
couple of well specified key words. The hits were selected firstly by reviewing the title, 
journal and abstract. Journals as Accounting, organizations and society, Management 
accounting research and Harvard business review was preferred since their coverage of the 
subject is considered to be extensive. After downloading a source a quick review of the 
content was done in order to assess its relevance for this study. Literature about 
controllability, fairness in evaluation, controlling behavior and motivating improvement 
actions has been the key factors for selecting sources. 
 
Key words used to search for previous literature in the subject is presented below in the order 
as they became more specific. Also combinations of the words below have been used. 

Management control systems 
Management accounting systems 
Management control behavior 
Management control improvement actions 
Organizational behavior control 
Allocation management control 
Responsibility center control 
Responsibility center improvement 
Uncontrollable factors 
Controllability principle 
Total quality management controllability principle 
Influencing behavior management 
Responsibility accounting 
Controllability responsibility 
Signal value management control 
Change behavior management control 
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Change behavior organization 
Performance expectations 
 
Also literature research at the Linköping University Library and Stockholm City Library has 
been done. Literature in the sections of business economy, business managers and 
management control has been searched through. It progressively became evident that the 
subject of interest had been very scarcely examined. The conclusions became that this 
research’s   unit   of   analysis   therefore   would   contribute   with   new   insight   to   the   area   of  
management control and form an explorative study.  

3.5 Analysis and empirical data 
The recorded interviews were firstly summarized while listening to the recordings in order to 
familiarize with the data. As each interview in this study provided a lot of information all 
interviews were transcribed gone through several times. This procedure is supported by 
Eisenhardt (1989), who argues that within-case analysis by reviewing data several times will 
help the researcher to cope with large amounts of qualitative data. She further states that there 
is no standard way of how to perform a qualitative analysis but the goal is to become 
familiarized with each case as an entity. The key positions and findings in each interview 
were written down into shorter more structured versions of the transcriptions. 

For the subsequent cross-case   analysis   a  modified   version   of  Eisenhardt’s   (1989)   pair-wise 
comparison method was used. As described in section 3.1 each interview is regarded as a sub-
case and the analysis method by Eisenhardt (1989) were therefore considered as useful. She 
argues that by doing a cross-case analysis the researcher is forced to dig deeper in the 
provided data and that it also reduces the possibility of drawing premature conclusions. The 
method  of  analysis  was  chosen  in  order  to  not  only  present  the  different  managers’  opinions  in  
the report but to enable conclusions about differences, similarities and reoccurring views 
which is necessary to answer the research questions. However, the analysis method has also 
been used to increase the possibility to find additional points of interest which is an advantage 
of this method according to Eisenhardt (1989). To consider all 14 managers’  opinions  on  the  
same time in a large data set was considered to bring a risk of being too influenced by certain 
opinions and managers. That could have made some opinions more representative than others 
in the analysis. To avoid that the data from the 14 interviews was divided into five groups 
where managers with seemingly similar opinions were placed in the same group, see figure 7. 
To place managers appearing to be similar or close to each other in the same group is 
recommended by Eisenhardt (1989) who argue that this method may unveil differences 
between the cases in the same group that perhaps would not been found otherwise.  

The analysis resulted in similarities and differences, presented in chapter 5, and also in an 
understanding of how managers believe improvements in the handling of deviations caused 
by unit interdependence may be created. The similarities and differences have been 
determined by interpreting the characteristic opinions and impressions of each manager and 
compared it to the other manager(s) in the same group. A similarity was determined if all 
managers shared the same characteristic opinion or gave the same impression during the 
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interviews. An opinion was considered to be similar between two or three managers who for 
example expressed opposition towards invoicing as a way to handle and signalize deviations. 
This was considered to be a similarity regardless of the arguments of why he was against it. 
However, managers have in some cases expressed opposition in the same question with the 
same arguments which strengthens the similarity. A difference was on the other hand 
determined   if   one   manager’s   opinions   or   impression   in   a   characteristic   area   significantly  
differ from the other(s). This could for example be if one manager states explicitly that a 
change in organizational structure could be a way to handle and prevent deviations due to 
interdependence while the other manager(s) in the group not believe(s) that would be a 
solution.  

 

Figure 7. Model of analysis 

 
After the within-group analysis had been performed a concluding discussion of the gained 
knowledge  about  the  managers’  opinions was made which is presented in section 5.6. By first 
doing an analysis within smaller groups before this analysis, a stronger general picture is 
considered to have been achieved. The concluding discussion enlightens characteristic areas 
in   the  managers’  opinions  and  has  been  conducted  by   reviewing   the  group  analysis   side  by  
side. This method is supported by Klein & Meyers (1999) who argue that the understanding 
of qualitative data should be iterated between particulars to a whole in order to develop as a 
complete understanding as possible.   

The result from the interviews is presented in the same chapter as the analysis. To present the 
managers’  opinions  in  the  same  groups  as  they  were  analyzed  was  perceived  as  important  for  
clarifying to what empirical result each instance of analysis relates. A separate chapter with a 
presentation of the empirical result divided in the groups used for the analysis could have 
been possible, but as the grouping of the managers per se constitutes such an important part of 
the analysis it was considered to be better presented in the same chapter as the analysis. The 
progressive presentation of empirical result and analysis is also hopefully facilitating the 
understanding of the analysis.  
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3.6 Quality of the research 
Hirschman (1986) argues that the quality evaluation of a research using validity and reliability 
is not an appropriate evaluation criterion for qualitative studies and that credibility, 
transferability, dependability and confirmability should be considered. Also Klein & Myers 
(1999) believe that the use of evaluation methods derived from the natural science model of 
social science is inappropriate for interpretive field studies. As the analysis in this research is 
based  on  discussing  and  interpreting  the  managers’  answers  during  the  interviews,  credibility,  
transferability, dependability and confirmability has been considered to ensure the quality of 
the study. In this study the credibility have been ensured through a confirmation of the 
managers’  opinion by asking the interviewee during and in the end of each interview if his 
position has been understood correctly. The transferability of the interpretation, analogue with 
the notion of generalization, is determined by the knowledge about the specific context in 
which the interpretation was made and about the context in which the manifestation of the 
findings can be applied. This knowledge will be developed through the interaction with 
Scania and learning about the organization, which is presented in chapter 4. Lee & 
Baskerville (2003) argue that it is necessary to consider what the research is generalizing from 
and to in order to determine the type of generalization. This is discussed further in section 3.7. 
The dependability, analogue to reliability where the measurement instrument should give 
consistency and stability in the collected measurements, could be improved by using multiple 
human interpretations. This has not been possible in this study due to the fact that a single 
researcher has conducted the research. However, the interpretations made during the study 
will continuously be discussed with the supervisors at Scania and at Linköping University. It 
is also to be noted that interpretations never can be exactly the same from one person to 
another but according to Hirschman (1989) interpretations are more likely to be accepted if 
shared with others. Conformability, which represents the notion of objectivity, requires the 
participation of the researcher when collecting the data but should be performed in an 
unprejudiced manner. The interpretations made are not being value-free but rather supported 
by the data. This will, as Hirschman (1989) suggests, be ensured by the assessment from and 
outside auditor as the findings and analysis are judged by opponents and supervisor at the 
university.  

3.7 Generalization  
One common concern about the case study approach is the small base of data for scientific 
generalization in a single case study (Denscombe, 2007). This reasoning is connected with 
statistical generalization. Yin (2009) uses two different levels of generalization. He refers to 
the level 1 inference for describing the statistical generalizability that uses a sample from a 
universe and through quantitative formulas determining the confidence with which 
generalizations about that universe can be made. He argues that this is common when 
generalizing from surveys or archival data. However, when generalizing from case studies it 
is inappropriate to use statistical generalizations because the case is not a sample unit, and 
therefore an analytical generalization should be used (Yin, 2009; Lee & Baskerville, 2003). 
Although   Yin’s   case   research   method   is   considered   to   be   positivistic,   his   analytical  
generalization has gained attention among interpretive researchers (Lee & Baskerville, 2003). 



Methodology 

28  
 
 

Generalizing to 
Empirical statements

Generalizing to 
Theoretical statements

Ge
ne

ra
liz

in
g

fro
m

 
Em

pi
ric

al
st

at
em

en
ts

Ge
ne

ra
liz

in
g

fro
m

 
Th

eo
re

tic
al

st
at

em
en

ts

EE

TTTE

ETGeneralizing from data 
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Generalizing from 
description to theory

This involves generalizing
measurement, observation  or 
other description to a theory

How may type ET 
generalizability be establised?
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concepts to theory

This involves generalizing a 
variable, construct, or other
concepts to a theory

How may type TT 
generalizability be establised?

Generalizing from 
theory to description

This involves generalizing a 
theory, confirmed in one
setting to decriptions of other
settings

How may type TE 
generalizability be establised?

Lee & Baskerville (2003) argue that the statistical generalizability falls under the 
philosophical perspective of positivism and that this is only one type of generalization 
possibilities. In their framework they present four types of generalization built upon the 
distinction of empirical and theoretical statements and also what the researcher are 
generalizing from and to, see figure 8. 

  

 

 

 

 

 

 

 

 

 

 

This research will use empirical data from interviews and analyze the result with a theoretical 
framework. This is similar to the level 2 inference discussed by Yin (2009) and also to the 
principle of generalization by Klein & Myers (1999). According to figure 9 above, this is 
consistent with the type ET generalization method where the generalization processes will go 
from an empirical statement to a theoretical statement. There are two ways of generalizability 
in the ET generalization; from empirical data to theory and from the resulting theory beyond 
the observed domain. However, generalized theory developed from qualitative case studies 
has no generalizability outside the observed case according to Lee & Baskerville (2003). The 
used method for analyzing the data presented in section 3.5 ensures a structured way of 
developing theoretical statements from empirical data. The theoretical contribution of the 
findings is presented in chapter 6. 

 

Figure 8. A generalizability framework: Four types of generalizing and generalizability.  
Source: Lee & Baskerville (2003, p. 233) 
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4 Case company description  
This chapter aims to describe the context in which the study has been performed. By 
describing the structure and processes in the company this chapter aims to give the reader a 
good understanding about the interdependencies and what deviations that may be created by 
interdependencies. The information in this chapter is retrieved through interviews with 
employees at Scania and through documents provided that describes their organization and 
way of working.  

4.1 Structure 
Scania’s research and development, purchasing and production business are organized in a 
functional structure and each function is divided into units responsible for a certain part of the 
vehicle to be produced, see figure 9. In production, the production unit manager is responsible 
for the results and outputs from his production unit (PRU) and responds to a senior vice 
president. The R&D unit is also divided into departments with senior vice presidents 
responsible for the performance and projects in his department, for example the bus and truck 
department and the engine development department. Responding to him are the department 
managers that are responsible for the development of a certain part in the vehicle. The 
purchasing unit is similarly divided into sections depending on what commodities to procure 
or projects to support. The purchasing sections are further divided into commodity 
departments over which results and performance a department manager is held responsible. 
Each PRU and function presents a separate income statement which is compared to the 
prognosis. Scania does not work with budget but instead renew the prognosis for each 
responsibility unit four times a year.  
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The TSG (Cross-functional Steering Group) is small groups consisting of managers from 
R&D, purchasing and production. Each group is responsible for a certain component or 
product and the TSG meetings are held with various frequencies depending on the product 
and group. In  these  meetings  common  issues  are  intended  to  be  solved  and  also  the  products’  
or  components’  development  process and target cost are decided here.  

4.2 Unit interdependence and deviations 
The three units described above are interdependent in several ways. Firstly, the R&D unit’s 
performance and result are depending on the information they get from the production and 
purchasing unit. Are their ideas and visions producible? Can the purchasing unit find 
suppliers capable to deliver in the right quantity and quality?  Are   the  R&D’s  specifications  
possible to meet or should there be any changes? This flow of information requires 
specifications and project deliveries from R&D to be in time in order to give enough time to 
the purchasing and productions units to perform their part of the process.  

Further, the production processes are primarily depending on the delivery precision and 
quality of the received components. The purchasing unit is held responsible for the quality 
and delivery precision of the purchased material and components from external suppliers. The 
proceeding PRU is responsible for their deliveries in a similar way to the subsequent PRU in 
the process. Production is depending on the result of the purchasing unit but also on the 
performance of R&D since the production unit needs to influence the decisions in the 
construction process in order to assure that the production process will work properly. 

Both the purchasing unit and the production unit can propose changes in material or design in 
order to lower cost or make the product easier to produce, a so called Product Change Request 
(PCR). This proposal has to be sent to R&D for confirmation before any changes can be done. 
In this process each part has to ensure that all changes can be done and that all tests have been 
performed so the result will be satisfactory. If all concerned parties are not involved and give 
their agreements in such processes, changes could lead to deviations. In table 2, the most 
frequently mentioned examples of deviations considered to be caused by unit interdependence 
are presented. Each of the deviations may be caused by different reasons in the organization. 

 
Table 2. Examples of deviations caused by unit interdependence 

Deviations due to interdependence mentioned in interviews 
Components does not fit with each other  
Articles not produced by the internal or external supplier according to specifications 
Internal deliveries not in time – longer lead times 
Extreme variations in material planning and requirements sent to supplier 
Internally wrong deliveries 
Express transports – When material need to be retrieved fast 
Lack of quality leading to sorting activities 
Lack of quality leading to more tests in production  
Stop times 
Non direct run 
Delivery stops – products already produced must be checked 
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4.3 Performance measurements 
Each function establish every year a so called strategic plan that visualizes what strategies the 
function are implementing the coming year, what overall objectives to be met and what Key 
Performance Indicators (KPI) that are used to measure the progress.  

The strategic plans are further broken down into more specific KPI and objectives to be met 
in each unit and department. The R&D function uses KPI such as number of claims and 
solved quality deviations, delivery precision, project delays and technical reports per 
employee. The purchasing unit has KPI such as cost reduction, supplier quality and delivery 
performance. The production unit uses KPI such as cost per component, direct run (% of 
product that goes through the flow without any extra processing) and number of active 
employees. 

4.4 Allocation of cost 
Scania has a cost model that implies that all product costs are allocated to the PRUs and all 
project costs for development and construction of products to the R&D unit. The cost of 
procurement for Scania-owned tools (for example special tools needed at the external 
suppliers for producing Scania components) is allocated to the purchasing unit. This means 
that the purchasing unit is held responsible for the material price and the long-term 
development of the price but the actual cost of material is allocated in the PRU. The 
purchasing unit has a certain agreement with some of the suppliers that allows Scania to 
invoice the supplier for disturbances and deviations caused by them. Other costs that are taken 
by the purchasing unit are their own cost of administration, facility costs, personnel etc.  

The development cost is allocated to the R&D unit. Also, warranty cost is allocated to the 
R&D unit independently of the causing source. The target cost of a component is cross-
functionally decided upon in the TSG (cross-functional steering group). If a project is 
suspected to be too expensive or if the product cost deviation is too large, the TSG decides 
what corrective actions to take. This could for example be to correct the project development 
prognosis or end the project. 

Costs that are allocated to the production units are; transports for all goods and purchased 
material, material cost, personnel and finance costs. The revenue to each PRU is the same as 
what they internally sell the component for to the next PRU or internal customer in the chain. 
This revenue is the same as the target cost decided upon in the TSG for each component and 
may hence not be affected by the PRU. If the cost of production is higher than the target cost 
(which is the PRU revenue) the profit, which is called the target deviation, in the PRU will be 
negative. The target is basically to lower this deviation in the long term. In table 3, the focus 
in each unit on the different cost components in the PRUs income statement is presented. The 
target deviation is the TSG’s responsibility to control and investigate for improvements. It is 
commonly said at Scania that the units focus most on the components in the cost structure that 
they perceive as controllable. The   cost   of   material   is   the   result   of   the   purchasing   units’  
performance and that is also what the purchasing unit puts most effort in minimizing since 
they are evaluated strongly on material cost reduction. The material cost is controllable partly 
by the production units since they can affect the cost by using the material effectively and 
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reduce scrap, but they can not affect the price why they have a low focus on material cost. 
Production Value Added (PVA) is the cost that production perceives as most controllable and 
therefore puts 90% of their focus on. R&D has their primary focus on product performance 
but they have controllability to a large extent over both material cost and PVA.  

Table 3. Estimation of focus on the different cost components between the three units (Source: Johan Hasselborn, 
2013-04-24) 

Cost focus  Production Purchasing R&D 
Target cost   1%  
Material  9-10% 99% 70% 
Transportations     
Personnel  90%  30% 
Other     
Capital     
Finance  1%   
Target deviation TSG 

 

4.5 Quality key processes 
Today Scania uses several different processes for handling deviations. If a purchased product 
is not produced according to specification and causes quality deviations in production a 
quality-report (q-report) is written by the quality team in the production unit. This is then sent 
to the supplier, to the Supplier Quality Assurance (SQA) who is responsible for assuring that 
the supplier has the ability to deliver according to specifications, and to the responsible 
purchaser. The supplier needs to respond to the q-report and present a short-term action within 
24 h and also present a long-term action about how they are going to fix the problem. If many 
q-reports have been sent to a certain supplier it will be escalated to a group called Purchasing 
On Line (POL) who will contact the supplier and investigate what could be done in order to 
improve the supplier performance. 

Construction related deviations are handled today by creating a deviation report in a system 
called FRAS. The deviations reported in FRAS and in q-reports initially handled by 
constructors in the red-arrow processes. The red-arrow process is a deviation handling process 
for deviations of products in production, i.e. not under development. The green-arrow process 
is accordingly a deviation handling process for products still under development. The teams in 
the red-arrow process hence handle and are solving all deviations occurred to the actual 
product.  

Deviation may also come from the field and the final customer. The department YQ, in the 
R&D unit handle and analyses all deviations occurred on the field during the products 
lifetime. They take all cost for those deviations and work together with the red-arrow 
organization to solve the problem. The YQ department initially gets a picture of the problem 
and what actions that needs to be taken. The errand goes initially to the production unit after 
being handled by the YQ department but if they realize that the problem cannot be solved in 
ten days it will be escalated as a heavy or medium errand. The case will then go to another 
level of constructors in the red-arrow organization. 

PVA 
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4.6 Culture and values 
Scania uses a strong holistic philosophy and uses principles and methods that come from 
doing the right things right. The core values form the base in all activities from which every 
part of the organization focuses on improving, establishing principles and a common way of 
thinking. From the core values stem four common principles; demand-driven 
output/consumption controlled production, normal situation, right from me and continuous 
improvement,  these  together  frame  the  different  units’  way of working. These principles must 
be supported by methods that form a common way of working. The results that follow the 
methods are measured. If the results are not in line with expectations, the methods are 
reviewed and developed if necessary. 

The four common principles discussed above forms the walls and roof of the Scania House, 
see figure 10. These principles aim to form a mindset and a work process where the objective 
is to eliminate waste and add customer value. Specifically, right from me is according to the 
Scania philosophy about not accepting any faulty deliveries and to make sure that everything 
is done correctly before sending it forward in the process. The principles are further broken 
down into sub-principles that vary between different units. All these principles are strongly 
based  on  Scania’s  core  values;;  customer  first,  respect  for  the  individual  and  quality, which are 
placed in the bottom of the Scania house as a foundations. This means that it is necessary to 
understand the customers business and behavior to be able to develop a competitive offer, to 
use  each  employee’s  knowledge  to  develop  and  improve  the  processes  and  efficiency.  Quality  
is   fundamental   for   fulfilling   the   customers’   need   of   high-class products and services. The 
common core values and principles are intended to allow for continuous improvements that 
will make Scania successful. As the core values and principles form continuous improvements 
this is visualized in the roof of the Scania house.  

 

 

 

 

 

 

 

 

Figure 10. The Scania House 
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5 Empirical findings and analysis 
In this chapter, the empirical result obtained from the interviews with 14 managers in the 
R&D-, purchasing- and production function is presented. An ongoing analysis of the 
empirical result is made and the results are related to the knowledge gained in the frame of 
reference.  

As described in section 3.5 the managers are divided into five groups as a part of the analysis 
process. Each manager is denoted with a number in order to facilitate the presentation of their 
views. The units the managers belong to are presented but not the managerial level in order to 
protect their anonymity. Further the differences and similarities in their opinions about how to 
handle deviations caused by unit interdependence are presented for each group. How the 
groups have been created and the similarities and differences has been determined are 
explained in section 3.5. Quotations from the interviewees are presented continuously through 
the  analysis  with  the  purpose  to  enhance  the  understanding  for   the  managers’  opinions. The 
chapter concludes with a summarized analysis over the total group of managers. In the end of 
the chapter a figure is presented in order to visualize the main opinions.  

5.1 Group 1 
Group 1 consists of three managers; one from the R&D unit (I) and two from the purchasing 
unit (II and III). 

5.1.1 Controllability 
The managers in group 1 imply that they accept and even believe that it is natural to be held 
responsible and to be affected partially by others performances. Manger I states that at Scania 
all processes and performances are a result of collaboration and cross-functional information 
flow, and it is therefore up to each and everyone to positively affect internal deliveries by 
doing right and communicate with each other. Manager III states that it is inevitable to avoid 
being affected by other units or peoples performances. The problem however, he states, is that 
the improvement development in handling these deviations is insufficient. Manager II argues 
that being evaluated and affected by uncontrollable factors belongs to reality and that it will 
always be like that, you have to live with it.  

“It  is  natural  to  be  held  responsible  for  more  than  what  you  actually can control since it is a 
large company [...] Per definition one must take a responsibility for others shortcomings, it is 

impossible to prevent”  – Manager III 

”There  is  no  people  nor  organizations  that  are  infallible  and  do  everything  right  all  the  time”  
– Manager II 

The  managers’  views   indicate   that   they  do  not   inquire   for   the  controllability  principle   to  be  
implemented at a greater extent. This is in contrast to what Macintosh & Daft (1987) state 
when arguing that a basic tenet in management control is that managers only should be held 
responsible for performance over which they have control. Also, in contrast to what Giraud et 
al. (2008) found, these managers are not eager to neutralize for internal uncontrollable factors 
as interdependence. They rather seem to find it normal to be held responsible for 
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performances that they do not entirely control. This could be due to the understanding and 
acceptance of being interdependent with each other. The way they state that being affected by 
others is normal since it is a large company could be a sign of the understanding of being 
reciprocally interdependent of each other. 

Manager I argues that deviations that are visible in one unit that which has not caused the 
deviation do not indicate that the supplying unit has made the mistakes. He means that it 
rather indicates an insufficient collaboration between them. He states that both deviations in 
PRUs and from external supplier may be caused due to the assurance of being capable of 
producing a component that they later may have problem with. He stresses rather 
convincingly that before a component goes to production the ability to produce it should have 
been confirmed by the PRU, and the quality assurance of the purchased components should 
have been confirmed by the purchasing unit. If a deviation occurs in the production phase it 
could therefore be seen as a sign of bad communication in the capability assurance process or 
that the pre-work has been lacking. Manger I from the R&D unit does also not believe that 
construction deviations are deviations caused by the R&D unit but rather by all units within 
the organization. This he argues is because all units supply the construction group with 
information about capability in production. This further strengthens his view of all functions 
being reciprocally interdependent. Kilmann (1983) argues that this type of higher-level 
interdependence should be located within each function rather than between them. However, 
manager I does not indicate that the reciprocal interdependence between the units needs to be 
changed but rather handled.  

”Everyone  is  guilty  […]  the  ones  that  see  themselves  as  victims  have the  wrong  attitude”- 
Manager I 

The view of manager I stands in contrast to what manager II and III state as they rather 
indicate that many of the capability problems with external suppliers and deficient purchasing 
performance in a large extent is caused by the R&D unit. They argue that the R&D unit 
causes many deviations as the received component information from R&D often is late or 
incomplete. Both Manager II and III from the purchasing unit stress that it is primarily 
deviations in time that disturb their performance most regularly which is frustrating. In order 
to handle construction related deviations, manager II and III argue that the communication 
between R&D and the purchasing unit should be clearer. Also the specification requirements 
from R&D should be more distinct and easy to understand in order to facilitate the purchasing 
process and decrease deviations. Another challenge that has been expressed by the managers 
in  this  group  is  that  deviations  in  the  “grey-zones”  are  the  most  difficult  ones  to  solve.  This is 
because it is hard to determine where the deviation actually was created. Manager I expresses 
that almost everyone is guilty to all deviations. Manager II stresses that the relationship 
becomes more and more complex as the organization grows and the number of interfaces 
increases. Also manager III agree about this. Some managers may however state that 
deviations often are caused by the unit before them, which indicates a sequential 
interdependence view. Other managers may say that it was created by all of them, if having a 
reciprocal interdependence view (cf. Kilmann, 1983). In  order  to  solve  deviations  in  the  “grey  
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zone”   managers   in   group   1   demand   a   more   distinct   cross-functional responsibility 
distribution, which could be initialized by higher-level management. If a deviation is not 
clearly caused by one unit, who is then responsible for correcting it? 

“There  is  a  very  large  grey  zone  when  it  comes  to  causing  sources  of  deviations”- Manager II 

The difference in how the managers in group 1 describe how interdependent units affect each 
other indicates that they may see their interdependence of each other differently. Different 
perceptions of how a deviation due to interdependence is created may be a factor which 
affects the managers views of their own and others contribution to the final result. This could 
in the end be important to consider when finding root cause solutions. Also, a difference in 
views of causing source and the perception of how information flows may lead to non-value 
adding argumentations (cf. Merchant & Van der Stede, 2003, Abrahamsson & Johansson, 
2013). The managers in group 1 seem to have realized that and believe that it is more 
important to solve deviations due to interdependence rather than to find a guilty unit.  

5.1.2 Additional costs 
As transference of costs or invoicing between units as a signal of deviations caused by 
interdependence is mentioned to manager I he rolls his eyes as he have heard about the 
proposal of invoicing causing units for deviations before. He says that it would be a failure to 
implement internal invoicing, as the risk for unwanted behaviors would be large. Also 
manager III believes that if everybody starts to sort in their result and assessing what they 
have been in control of or not, that behavior will get more focus instead of solving the 
problems.  Mainly,  manager  I  stresses  that  a  “just”  cost  allocation  or  invoicing  as  a  signal  to  
deviations and as a motivating tool for better performance, only would lead to a mentality 
where units could pay instead of deliver right. He does not believe that the punishment by 
getting an invoice for a deviation leads to the inspiration to perform better. Manager III states 
that he would perceive an invoice sent to him due to a deviation as silly and does not believe 
that is a control mechanism that Scania wants to use. He had also heard about the suggestion 
of invoicing costs of deviations internally before. Both manager I and II use the phrase that it 
would only indicate a deficient relationship to start putting prices on deviations. Instead, 
problems should be solved and prevented by better communication. The managers in group 1 
imply   that  punishment  by   invoicing  and  seeking   for  causing  units  counteracts  Scania’s  core  
values which are important for them to maintain and comply.  

 “To  stress  that  there  is  something  in  an organization – this is important because we measure 
it – that is important I believe. But I do not believe that you should exaggerate the importance 

of  money  because  there  are  very  much  administration  related  to  that”  – Manager II 

The  managers’  reactions  towards  the  thought  of invoicing additional costs from deviations are 
strong. They imply that they believe an implementation of performance evaluation only by 
controllable factors would make units and managers try to correct their measures and to put 
more effort on motivating why they should not be held responsible for a certain performance 
or cost rather than to solve the problems. This is also to be compared to the behavior of 
gamesmanship that Flamholtz (1993) and Merchant & Van der Stede (2003) argue will not 
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generate any positive economic effect for the organization and is an indication of an 
inefficient control system which the managers in group 1 seem to believe too. However, 
Hartman   &   Slapničar   (2012)   found   that   perceived procedural justice can positively affect 
work attitudes and the motivation to perform well. But this is not applicable on the managers 
in group 1.  

5.1.3 Handling and preventing deviations 
In order to prevent and handle deviations due to interdependence, group 1 instead demands 
clearer roles and responsibilities when handling deviations that are easily determined to be 
caused  by  a  certain  units’  performance.  Manager  III  experiences  that  it  is  often  unclear  which  
unit or manager that owns the responsibility of correcting or handling a deviation when the 
cause of it is not unambiguously determined. He believes that a responsible manager in TSG 
(see chapter 4) would make this responsibility clearer. Also manager I and II state that the 
responsibility over deviations and the ownership of solving deviations must be clearer in order 
to minimize and prevent deviations. The managers wish for clearer roles relates to what 
Burkert (2011) found, namely that a higher level of implementation of the controllability 
principle created a lower level of role ambiguity and lower level of role conflict. However, 
group 1 wish to achieve a lower level of role ambiguity without striving for procedural justice 
since they express a concern over what behavior such strive would implicate. For example 
manager I argue that the unit or person that is considered to have had the greatest impact on a 
deviation should work with it, solve it and do a lessoned learned. This means going through 
the case and reflect over what could have been done better and what to think about in the 
future. In that way he argues that future performance would improve. However, he is aware of 
that the available time for doing this is limited. Manager I further believes that it is a problem 
that the purchasing unit focuses too much on lowering purchasing prices and that this hits on 
the delivered quality. A greater commitment by the purchasers to involve in the suppliers 
processes and less focus on article price would prevent many deviations, he thinks. Actually, 
manager III also perceives that the purchasing unit puts most effort in lowering the material 
price even though they are also evaluated on delivery precision and quality. He also inquires 
for better targets in the purchasing unit and better follow-up processes. 

In order to prevent deviations in the form of non-capable processes, delays and non-quality 
deliveries the managers request better cross-functional communication. The responsibility and 
mentality to deliver right from the beginning must be developed in order to prevent 
deviations, manager I states. Manager III also stresses responsibility as an important factor: 

“It  is  often  a  rather  simple  cause  to  the  deviation  so  it  is  not  a  question  about  competence  but  
rather about the ability and wish of taking responsibility. We are pretty afraid of taking 

decisions. That is the risk of extreme cross-functionality, there is not one person who are 
forced to take a decision [...] the solution for handling and preventing deviations is therefore 

a greater responsibility and to do that a fundamental change in culture and mentality is 
required”  – Manager III 

 Deviations in for example capability should be communicated between the functions early in 
the process in order to minimize the negative effect. All managers in group 1 experience that 
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an improved distinctness in requirements between each other and clearer expectations 
between the supplying and receiving unit are necessary. This is good in order for the 
supplying unit to be aware of the expectations on them. Also, they believe that everyone must 
be less tolerant to deviations. Improved communication also includes enhanced follow-up 
activities both during processes and after deliveries. All managers state that the Scania-mantra 
“right   from  me”  includes  taking  responsibility  for  delivering  right  and  not   letting  deviations  
forward. They agree that in order to do so they need the right prerequisites. The responsibility 
to create the right prerequisites is however a responsibility that everyone has, they state. The 
managers in group 1 prefer to talk about solving and preventing deviations by 
communication, discussion and clear expectations on each other. All believe that this could be 
improved   at   Scania.   The   managers’   demand   for   clearer   roles   and   responsibility   over  
deviations are shared, but yet they find it hard to implement.  

The demand for more specified requirements in order to facilitate deliveries according to the 
internal customer expectations are indicated by Anthony & Govindarajan (2007) as important 
as they state that managers must know what goals to strive for in order to achieve them. This 
information could probably either be communicated formally through distinct reports or 
informally by talking to each other as the managers demand both better communication and 
better information. Conflict may however occur if different signals and information are 
communicated through different channels, something that also Anthony & Govindarajan 
(2007) notice. A possibility exist that the lack of clarity in expectations from the ordering unit 
causes many deviations because the supplying unit never get to know what to strive for. This 
could originally be caused by the fact that several different flows of information and 
requirements make it difficult to understand what objectives that are to be achieved.  

However, the characteristic difference in this group is that manager III think that the 
organization has grown too large and is now mature for a structural change (cf. Kilmann, 
1983 and Lillis, 2002). He believes that someone should be responsible on a lower level in the 
organization for the performance of the three different functions and determine which unit 
that takes responsibility for solving which deviations. Manager I on the other hand believes 
that the functional structure works well and provides clear responsibility areas. However he 
believes that too many falls into the belief that all problems should be solved cross-
functionally and it is therefore no specific unit’s responsibility to solve deviations. Manager II 
experiences that many problems and questions are not possible to solve on a lower managerial 
level and inquire for clearer priorities from top level management. He perceives that some 
cross-functional deviations sometimes are more important than others and in those situations 
he inquire for a greater support for decision by higher level managers.  

“We  could  decompose  the  objectives  for  the  year  better  and  put  them  in  relation  to  the  
different functions objectives. There is probably something that is more important than 

something else. I believe we are afraid of expressing that since everything is considered to be 
very important. But that does not create a complete focus. To get pressure and succeed in this 
it is probably necessary that your boss mediate that, but it is important that the same message 

is mediated  in  all  functions”  – Manager II 
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None of the managers in group 1 has explicitly said that he could take the responsibility of 
solving deviations and follow up the result. The managers’  way  of  expressing  a  demand  for  
greater responsibility and a changed mentality is shared but it is still perceived as difficult. By 
stating that everyone must take that responsibility and everyone must communicate more 
efficiently, the responsibility to improve is still not assigned to anyone. As manager II inquire 
for, more distinct expectations from higher-level management could be useful in order to 
encourage responsibility of solving cross-functional deviations. A greater need for 
involvement of higher-level management has not been expressed by manager I and III. But as 
they state that a changed mentality in order to deliver right must be established, pressure from 
higher-level manager could be a good start.  

Table 4. Group 1 – Managers from R&D and purchasing unit 

Similarities Differences 
Acceptance to be held responsible for uncontrollable 
factors Believed need of change in organizational structure 

Worried that the pursuit of cost justice would diminish 
the focus of solving the problem Views upon causing source of deviations 

Deviations should be solved and prevented by 
dialogue and clearer expectations 

Need of more involvement and priorities from higher-level 
management 

Inquire for clearer responsibility distribution in the 
handling of deviations  

 

5.2 Group 2 
Group 2 consists of three managers; one from the R&D unit (IV), one from the purchasing 
unit (V) and one from the production unit (VI). 

5.2.1 Controllability 
Manager IV from R&D states that he does not believe that interdependence is an 
uncontrollable factor and he indicates that he finds it normal to be affected and evaluated 
partly  by  others’  performance.  He  states that nothing is uncontrollable if you do not accept to 
look upon yourself as a victim. He says that if you need something from your internal supplier 
it is possible for everyone to affect that internal supplier’s performance by communicating 
with him and investigate what he needs in order to fulfill your own requirements. By 
interacting   more   actively   and   affecting   others’   performance,   interdependence   is   not  
uncontrollable according to manager IV which is an opposite view of the one of Merchant & 
Van der Stede (2003) who argue interdependence to be uncontrollable. Manager V also states 
that he does not perceive it as important to only be evaluated on his own performance. He 
states that production, R&D and purchasing lives in symbiosis with each other, which imply a 
view of the interdependence as reciprocal. Manager V uses a metaphor: 

“It  is  like  in  a  soccer  team,  to  only  evaluate  the  performance  of  the  mid-fielders’  performance  
would  be  difficult”  – Manager V 

Manager VI from production on the other hand expresses that his performance to a large 
extent suffers from bad performance of others, especially from bad quality from external 
suppliers that the purchasing unit is responsible for assuring. He does not explicitly inquire for 
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a greater implementation of the controllability principle but does imply that his performance 
suffer   from   the   impact  of  others.  The  different  managers’  ways  of  expressing  how   they  are  
affected by the performance of others and their position to it differ. It is indicated that the 
managers from purchasing and R&D perceive themselves as parts of a large team and they do 
not see themselves as victims. Manager VI from production on the other hand seems not to 
believe that he has the possibility to affect the performance of others in the same way as 
manager IV. The production manager perceives that activities in R&D and purchasing are 
visible first in the production phase and actions taken as a response to those therefore are 
reactive.  

”I  am  responsible for deliveries and are supposed to assure the quality from me and I suffer 
from  the  fact  that  60%  of  the  deviations  are  not  caused  by  me”  - Manager VI 

5.2.2 Additional costs 
Manager VI states that he in some way demands a more just handling of deviations between 
the units but he does not want to connect justice to the just allocation of cost related to 
deviations. Manager VI indicates a larger need for justice in the handling of deviations than 
managers IV and V. Manager VI states that all costs (cf. chapter 4) are allocated in the PRU 
and he sometimes perceives it as unfair when he cannot control it. He, however, also 
expresses a concern that a more just way of handling cost would imply large administrative 
efforts and focus on wrong actions (cf. Kilmann, 1983, Anthony & Govindarajan, 2007). 
Manager VI states that  “money  talks”  and  that  it  could  be  useful  to  be  clearer  with  additional  
costs due to deviations. However, he hesitates about if it could be an effective control system 
as he believes there is a risk that everyone argues about where to allocate costs instead of 
solving problems. Manager VI states that he firstly would like to improve the internal 
customer and supplier relationship before invoicing cost due to deviations internally. Even 
though manager IV from R&D and manager V from purchasing in this group do not see 
justice or invoicing of costs as something important or desirable at all in the handling of 
deviations of this type, they agree about that it is rather the relationship, communication and 
responsibility that is more important.  

”A  system  where  you  let  the  cost  control  what  you  do  and  to  force  the  cost  out  where  the  
problem has occurred will create a system where you try to escape responsibility and make 
other take costs and thereby cover up the problem [...] The main objective is not to put the 

costs  in  the  right  place  but  to  solve  the  problem”- Manager IV 

They also express a strong concern of the behavioral misuse that such a possibility could 
bring. This is in  contrast  to  what  Hartman  &  Slapničar  (2012)  state  as  they  mean  that  justice  
in   performance   evaluation  may   increase   the  managers’  motivation   to   perform   better.   Even 
though manager VI expresses a demand for the implementation of a more just handling 
method of deviations, the three managers agree that it is more important to solve deviations 
and learn from it than arguing about justice. This could be a strong uniting factor that can be a 
good foundation for a new way of handling deviations if this belief is shared in the 
organization. 
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In group 2 the managers believe that in order to decrease the number of deviations created 
from unit interdependence, a mentality where the units at a larger extent strive to achieve 
common objectives is required which indicate a current lack of goal congruence (cf. Anthony 
& Govindarajan, 2007). They inquire for all units to take a larger responsibility to achieve all 
units’   targets.   Manager V suggests a changed mentality to be achieved by better cross-
functional targets, leadership and better transparence. Manager IV argues that people must 
improve in understanding that they can affect their own situation, but also everyone needs to 
be  less  tolerant  towards  each  others’  deviations.  He  further  thinks  that  managers  from  a  high 
level could be clearer in communicating which objectives to prioritize in the different 
functions. Also manager VI from production argues that the feeling of a common business 
needs to be strengthen which indicates that   the   feeling   of   “we”   and   “them”   between the 
functions affect the objective of achieving cross-functional targets. It is indicated that the 
mentality today is more focused on presenting a good result in the own division or unit and 
not as much on how the units perform as a whole. The managers in group 2 seem to have 
noticed this but find it hard to change that attitude. 

The strive of change in mentality towards a more united way of achieving the organizational 
objectives together with the inquire for goal congruence are related to what for example 
Flamholtz (1996) and Anthony & Govindarajan (2007) stress as an important factor in control 
systems. The managers imply that a stronger connection between common strategies and 
measurements could create a larger commitment to realize improvements and make sure that 
common targets are met (cf. figure 2, page 7). It could however be difficult, just as Porter 
(1985) explains, to convince interdependent units to implement a strategy that is beneficial for 
the whole organization but not for all units. Instead there could be an argumentation about 
how to allocate shared costs which the managers in this group also are worried about. The 
managers in group 2 however show that they are prepared to sacrifice some of their 
performance for an overall improved performance of the organization and give the possibility 
that many more managers think in the same way. To solve deviations of this type faster the 
managers also inquire for more distinct cross-functional agreements and requirements. The 
three managers experience that they previously have been too forgiving and tolerant towards 
internal  supplier’s  deviations.  By  explicitly  communicating   the  ordering  unit’s requirements 
and expectations they believe that an enhanced motivation to perform better is created and 
thereby generating less deviations. Manager VI stresses that there need to be better follow-ups 
between methods and results and that the organization usually has been too forgiving on 
demanding results from improvements. Also manager IV and V state that they experience that 
they have been too tolerant or forgiving towards each other. The managers believe that better 
results and fewer deviations could be achieved by putting tougher demands of better 
performance.   The  managers’   requirement   of   less   tolerance towards deviations implies that 
there is a potential in the organization to be tougher and demand better performance. If 
several  managers’  experience  a  possibility  to  increase  the  demand  on  each  other  there  could  
be a good chance that it will be appreciated and perceived as effective.  
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5.2.3 Handling and preventing deviations 
The managers in group 2 agree that improvements and a decrease in internally created 
deviations must be made through good leadership. Manager VI states that the most important 
to establish in order to change a way of working is a good leadership. Someone must take the 
initiative to start doing right and then the rest will follow. This way of thinking is connected 
to manager IV who stated that the R&D unit often was accused before of not delivering right 
and in right time. Manager IV said that they had decided to clean up in their own house and 
perform their internal activities better before they could improve their delivery precision to 
others. By starting to focus on themselves their delivery precision raised from 10-20% to 90-
95% he says. This indicates that by deciding that one unit should improve internally, 
improvement of deviations between interdependent units may follow.  

Manager IV and V also argue that the leadership must communicate to the employees that 
they should not be punished if discovering a deviation and signalizing for improvements, even 
though a discovery of a deviation may lead to that the short-term objectives are not reached, 
i.e. direct run or delivery precision. Manager V and VI from the purchasing and production 
unit explicitly demand responsible managers to have a more involved role in the closing of a 
deviation and in the follow-up process. Manager V believes that management attention is a 
strong driver to control people to put effort in the right thing. This, he indicates, could 
increase the chance that the result of a corrective action would have a long-term result and 
that more effort is put into solving the deviation. Further, manager VI believes the 
involvement in closing and follow-up deviation results also would make high-level managers 
more responsible over the completed actions and over the result. Clearer and larger 
responsibility is a reoccurring argument among the managers as a method for minimizing 
deviations due to interdependence in this group (cf. Nilsson et al., 2010). The reasoning of the 
managers’  in  group  2  implies that a committed leadership could be seen as the most important 
factor for handling deviations due to interdependence. A good leadership that visualizes what 
actions that are important seems to be considered as simplifying the coordination of cross-
functional improvements.  

The managers also demand a clear information transparence between the units, which is in 
line with what Chenhall (2005) and Lillis (2002) state as important in order to create a 
common understanding in the organization about status and where to go. Manager IV thinks 
that they already use some cross-functional measurements such as delivery times but believes 
that the R&D unit mostly focuses on the external end-customers satisfaction rather than the 
internal customer. He thinks that it would be motivating to perform better and improve 
internal deliveries if they got more information about how their performance affected other 
units internally. Such information could be the additional cost and extra work needed for 
corrective actions but also how schedules and prognosis are affected by their activities. 
Further, manager IV perceive that many units tackle different priorities in the different units 
and he sees a need of discussing what objectives to prioritize between the functions. Manager 
V from the purchasing unit argues that he would appreciate to have more continuous 
information about status in their supplying unit. One way of implementing this he means 
could be by more follow-ups and controls. For example: “today  it  is  Monday  and  how  many  
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specifications   should   we   have   got   and   how   many   did   we   get?   Why?” Also, manager V 
believes that deviation reports could be used between more interdependent units and not only 
between PRUs. Manager VI requires a better common way to handle deviations together 
between units and also to increase the speed with which deviations are solved.  

Lillis (2002) states that in units where local disaggregated performance measures are used but 
where the strategy requires cooperation between functional interdependent units, it may be 
difficult to create mutual consistent measurements. That finding corresponds to the managers 
in group 2, who indicate that they believe more integrated measurements could be created by 
tougher follow-up of processes and a more distinct transparence about how projects proceed. 
In practice this could possibly either be done by informal communication or by more formal 
reports. But it could be of importance that the information is given regularly. If the process 
information and deviation reports are not given in a continuous manner the information will 
be out of relevance and the units and managers cannot respond to it. More regularly given 
cross-functional information and measurements that unit managers are responsible for could 
also enhance the ability to fulfill the organizational strategy. But one should also consider not 
holding managers accountable for activities that the strategy encourages the use of (cf. 
Merchant & Van der Stede, 2003).  

Between the production units a successful use of a common measurement has been used the 
last year, according to the managers in group 2, where they measure to what extent the 
supplying  unit  in  a  PRU  affects  the  receiving  unit’s  direct  run.  Also  internal  delivery  precision  
is used by the R&D unit according to manager IV which measures the delivery precision to 
the purchasing unit and production unit. This is said to be of high priority. To use non-
financial and financial targets in the way Scania does in the separate units could be good in 
order to draw attention to specific areas of improvement (Kaplan & Norton, 1992). The 
managers in this group that have used these common performance measurements between 
interdependent units state that it has been a successful tool for signalizing deviations and that 
it could preferably be extended to include more units to create awareness about deviations.  

Table 5. Group 2 – Managers from R&D, purchasing unit and production unit 

Similarities Differences 

Believed importance of an engaged leadership View on interdependence as uncontrollable 

Need to demand results in a tougher way  

Inquire for clearer cross-functional agreements and 
responsibility distribution  

Inquire for clearer transparence  
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5.3 Group 3 
Group 3 consists of two managers; one from the R&D unit (VII) and one from the purchasing 
unit (VIII). 

5.3.1 Controllability 
Manager VII from R&D expresses a strong consciousness about how his unit affects the 
performance of the production and purchasing units. He states that the strongest delivery out 
from his unit is the drawings of a component or a product and he knows that there have 
sometimes been problems with accuracy and delivery precision. However, he says that R&D 
together with purchasing has started to communicate and work more closely with these types 
of deviations and that the result from it is promising. Also manager VIII shows understanding 
for   the   effect   deviations   in   purchased   material   can   have   on   other   units’   performance   but  
stresses many times that the purchasing unit often are negatively affected when R&D are 
unable to keep deadlines and accuracy in drawings. 

The managers in group 3 had a hard time answering if they perceive it important to be 
evaluated from performances they can control. It seems like both of them think that it is 
obvious that the controllability principle should as far as possible be applied but they also 
seem to expect that such evaluation processes would be very costly and administrative 
(Anthony & Govindarajan, 2007). 

5.3.2 Additional costs 
When answering where they think additional cost due to deviations should be allocated, the 
manager from the R&D unit states that each unit should take the cost they have generated as 
often as possible. The manager VII from the purchasing unit is however negative to the 
suggestion to internally reallocate money due to a deviation caused by another unit at all.  

“I  do  not  think  that cost of deviations caused by external suppliers or cost of any deviations 
should  be  invoiced  internally  to  the  purchasing  unit.  That  does  not  feel  right”  – Manager VIII 

”Someone  has  to  pay  so  why  not  the  causing  unit?”  – Manager VII 

Manager VII from R&D had no problem with the idea to invoice costs that clearly had been 
caused by another unit but both managers are although worried about what behavior the 
possibility to invoice costs from deviations internally could generate. Manager VII is afraid 
that if it would be allowed to invoice for deviations, all units would need to employ lawyers 
who would argue and turn all costs to be caused by another unit. But in those cases when a 
causing source could be unambiguously determined he believes it would be ok to allow cost 
transactions. He states that he got one invoice like that because of a deviation caused by them 
recently and he had no problem with that. However, he does not think that the invoice per se 
makes him work harder. The most important, he believes, would instead be to solve the 
problem as fast as possible (cf. group 2). Further, he does not believe that invoicing as a 
control  system  is  compatible  with  Scania’s  values  to  work  together. 

Manager VIII expresses nearly exactly the same arguments about why a transaction of cost 
would be harmful towards the organization. However, he does in contrast to manager VII not 
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believe that cost should be transferred between units at all because it would not support a 
better behavior. They both believe that invoicing as a just method for signalizing deviations 
could be perceived as a punishment and they do not believe that it would create more effort to 
correct and prevent deviations. Punishments are something that these managers seem to be 
reluctant  to  use  in  the  organization’s  control  mix  (cf.  Nilsson  et  al.  2010). They seem to think 
that more efforts would be put on finding the causing unit rather than to solve the problem if 
invoicing internally for deviations caused by another unit would be allowed. Their fears are 
associated with what Merchant & Van der Stede (2003) would call gamesmanship and it 
seems like many other managers too are worried that handling these types of deviations by 
cost transactions between interdependent units could create such a behavior. Anthony & 
Govindarajan (2007) also state that it is important to ask oneself when evaluating a control 
system what actions it motivates people to take and also if these actions are in the best interest 
of the organization. To make the causing unit pay for deviations arisen in another unit is 
something that the managers in group 1-3 believe would make themselves to do actions that 
are not in the best interest of the organization. It seems that the previously presented managers 
believe that cost transactions or invoicing related to deviations would make managers more 
eager to transfer money to present better performance than to correct the problem. The 
managers of this belief indicate to rather choose not to have the possibility to invoice 
deviation costs to a causing unit at all because they are afraid that the possibility would be 
misused. 

5.3.3 Handling and preventing deviations 
Manager VIII argues that if a deviation occurs in for example a PRU that can be derived to 
bad performance from an external supplier, the responsible unit should pursue the 
improvement actions. That would in this case be the purchasing unit. In order to do that he 
request additional cross-functional information. Manager VII states similarly that each unit 
should take responsibility for their own deviating situations and that covering up problems 
never is seen as anything positive. Manager VIII from the purchasing unit has experienced a 
while ago that another unit caused deviations in his unit. He states that the causing unit never 
would have been aware of the problem if he had not talked to the unit about it. When the 
causing unit knew about it, they could correct it and manager VIII therefore thinks that 
deviations primarily should be handled through communication. He also inquires for more 
and more frequent information such as KPI about the disturbances external suppliers are 
causing in the organization. For example number of e-qualities, cost of corrective actions, 
which suppliers that are concerned, repetitive deviations etc. The inquire for extensive 
information is also expressed by manager VII, who very much believes that the information 
about effects and additional   costs   related   to   his   unit’s performance would increase his 
motivation to perform better. The managers in group 3 also indicate that they request 
information about the incurred cost of deviations and that additional information could be 
motivating for them. 

Both managers demand more distinct and easily retrievable information about the costs that 
deviations are creating, a better transparence. This indicates that additional information about 
the effect their performance has in the organization would increase their motivation to 
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perform better and minimize deviations which is in line with the findings of Bouwens & 
Abernethy (2000). This is also something that the previous groups have wished for and 
indicated as important; that they believe that financial and operational information rather than 
cost transferences as a tool for signalizing deviations would make them draw more attention 
to problem areas. Group 3 also inquires for more frequent and granulated information about 
the number of deviations and which deviations that are frequent. That inquire relate to 
Chenhall (2005) who explains that measurement systems that show how operations are 
connected may allow for better understanding about the interdependence in the value chain, 
which in this group is indicated to be important in order to handle deviations. The managers in 
group 3 also show a need for more cross-functional information to support decisions and 
actions. This is information that they partially say they have access to today but they would 
like it to be more accessible. That feedback on activities and performances is important is 
supported by Cooper & Kaplan (1999) who argue that people must receive information about 
the quality of their activity and not just the cost of it. At Scania both financial and non-
financial performance measurements are used but managers express a demand for additional 
financial information connected to for example the number of deviations caused. Scania work 
hard today with performance measures but measures that actually visualizes the effect from 
interdependence seems to have potential for development.  

Manager VII in group 3 believes that the best way to handle and minimize deviations caused 
by unit interdependence is to make everybody in the organization to be more accurate. Both 
managers in group 3 state however that they also demand that better filters in critical 
processes are established in order to not let any deviations pass on to the following activity. 
This relates to a need for taking greater responsibility for delivering right. It seems as it is not 
enough to just trust that the previous supplier in the chain has done right, filters must also be 
established.  

”If  it  is going  to  be  better  we  need  to  sharpen  up,  all  players  in  the  chain”- manager VII 
 
Manager VIII indicates that he thinks deviations should be prevented in the purchasing unit 
by gathering continuous information, for example keeping a good dialogue with the SQA (see 
chapter 4) and the supplying R&D unit. Manager VIII means that an access to information 
could prevent deviations to slip too far through the organization and thereby cause additional 
costs. He also implies that the unit who needs it should request the access to information. 
However, a strive to inform oneself and know what type of information that is needed could 
be important. The managers in group 3 do imply that they have access to some cross-
functional information but they demand for more. 

Table 6. Group 3 –Purchasing manager and R&D manager 

Similarities Differences 
Worried that the pursuit of cost justice would diminish 
the focus of solving the problem 

Opinion about which unit that should take the cost if it is a 
unambiguously determined what the cause was 

Inquire of more cross-functional information and 
transparence  

Believe the causing unit should pursue improvement 
actions  
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5.4 Group 4 
Group 4 consists of three managers; one from the purchasing unit (IX) and two from the 
production unit (X and XI). 

5.4.1 Controllability 
It is perceived as an obvious thing by the managers in group 4 that an employee or unit only 
should be evaluated and show results over which they have control and have created 
themselves. This view implies that the implementation of the controllability principle is 
important to them (cf. Macintosh & Daft, 1987). Costs or effects on performance that are not 
controllable or created by the own unit should therefore be measured carefully and be 
communicated to the causing unit (cf. Giraud et al, 2008). According to manager X this is 
important in order to increase the understanding and the responsibility towards each other. 

“The  understanding towards each other must be better [...] if this is created by invoicing 
costs between us or through customer and supplier relationship is less important. But what 

we can do is  to  visualize  this  cost  to  others”  – Manager X 

The production managers in this group are frustrated over not being understood and that the 
customer-supplier agreement between the interdependent units is not clearly defined. Manager 
X argues that they for a long time have struggled with deviations derived from other units but 
not got a sufficient reaction. Manager XI rather intensely states that he thinks Scania should 
follow   the   principle   “waste   elimination”   better   and   that   “right   from   me”   is   not   properly  
applied throughout the organization. He implies that a strong signal must be sent to those 
internal suppliers that do not perform in line with expectations or succeed in “right from me”. 
The production managers use the  term  “money  talks”  and  that  invoicing  for  each  activity  that  
deviate from a normal situation could send a signal to internal suppliers to improve. This, 
manager XI argues, is important in order to decrease the total cost for Scania and to improve 
the quality. Manager X has a strong focus on measuring non-controllable costs in order to 
visualize a more correct result. This is interpreted as a way to visualize which part of his 
unit’s performance that should be neutralized (cf. Giraud et al, 2008, Burkert et al, 2011). He 
also believes a faster reaction may be achieved by using the pressure of costs. Manager X and 
XI imply that by measuring uncontrollable activities and deviations, calculate the costs of it 
and invoice it to the causing source a better understanding for the effects of interdependence 
may be achieved. They do not express a concern for the risk of gamesmanship (cf. Merchant 
& Van der Stede, 2003) but focus rather on how to create consciousness between the internal 
supplier and customer. 

”The  understanding  towards  each  other  must  be  better”  – Manager XI 

5.4.2 Additional costs 
To enhance the understanding of the effects  other  units’  performances  have on the activities in 
the  PRU’s they believe that invoicing or visualization of the cost of deviations is an efficient 
way. Although, they have recently started to use KPI such as impact on direct run between 
PRUs which also have worked well for this purpose. The mentality to do right must improve 
among all units according to them and the incurred additional cost of deviations needs to be 
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allocated in the causing unit. The managers are however aware of that it is important that 
everyone agree about the invoicing procedure and how to calculate deviation cost in order to 
avoid argumentations. But if most managers are against the idea  of  allocating  cost  in  a  “fair”  
way as a part of the control system this agreement could be hard to reach. Abrahamsson & 
Johansson (2013) say that if interdependent responsibility center managers are strictly 
evaluated on financial performance, the possibility of conflicts about costs may arise between 
them. Hence, a higher focus on cost performance in some units could be the reason that just 
cost allocation related to deviations is more important to some managers and less important to 
others.  

Manager IX from the purchasing unit does not use the same frustrated expressions but 
believes that it is necessary to gather all costs related to the purchasing activities at the 
purchasing unit in order to make better decisions. 

”The  principle  should  be  that  each  unit  takes  their  own  costs”  – Manager IX 
 
He propose for example that cost of material, transport costs and deviation costs due to 
external suppliers should be allocated within the purchasing unit since it is related to their 
decisions. The PRU cannot completely affect those costs and therefore manager IX does not 
think it should be allocated there. He also indicates that it is unfair that such costs are taken by 
the PRUs since they have no or little influence over which suppliers that are chosen. Bevan & 
Messner (2008) have recognized the same argumentation and state that in an ideal world, 
managers would only be held responsible for results they can control. But Bevan & Messner 
(2008) further state that there could be a risk if it is implemented in reality since managers 
would not be motivated to use all their influence in all activities if they were protected against 
uncontrollable factors. Managers in this group however mean that the motivation to perform 
better would increase if the cost was reallocated since it would be up to the causing source to 
lower their own deviation cost by better performance. However, manager IX stresses that 
invoicing should not be used as a tool for punishment when deviations occur but as a source 
for information to do a better job. The manager from the purchasing unit believes that 
visualization or invoicing of the total cost of their activities may increase his commitment to 
do a better job.  

”The cost  should  be  seen  where  the  decision  is  taken”- Manager IX 
 

However, while the production unit managers primarily want to reallocate costs of deviations 
in order to increase the commitment and understanding of deviations, the purchasing unit 
manager’s  primary  objective  seems  to  be  the  visualization  of  the  total  cost of purchase in the 
purchasing unit to make better sourcing decisions. If the objectives with a reallocation of cost 
due to a deviation are not the same there could be a risk of goal incongruence and that the 
deviations in the long term are not decreased (cf. Anthony & Govindarajan, 2007).  

5.4.3 Handling and preventing deviations 
All managers in this group believe that deviations caused by unit interdependence should be 
better monitored and measured. Also, they argue that all units should demand no deviations 
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from all internal and external suppliers, i.e. the non-tolerance towards deviations should be 
applied. They argue that by not accepting any deviations all activities in the chain are forced 
to be better and the total cost for the company will decrease. The strive for functional 
excellence and to not approve any flaws could according to Anthony & Govindarajan (2007) 
cost more than the gain and the managers in group 3 argue that it is important that everyone 
agree about the process of reallocating cost of deviations in order to minimize 
argumentations. They do however not express the same concern as managers in the previous 
groups who argue that the cost of administration would be a problem. To discuss which 
efforts that are seen as value adding could be important to consider when defining what the 
expectations towards each other are and if it is worth to expect functional excellence. If the 
largest part of the managers who are active in cross-functional questions believe that the total 
application of the controllability principle cost more than it gains, it could be necessary to find 
less costly alternative that is acceptable by more managers in order to minimize 
argumentations. However, it may not be enough just to satisfy the largest part of the managers 
of a certain viewpoint. The acceptance of a control system by everyone in the organization 
could be the most important part to make it effective. If it is not, there will probably always be 
strong opinions that demand the system to be changed. However, the argumentations about 
possible improvements are what Hedberg & Jönsson (1978) discuss as a positive thing. To try 
out new ways of handling deviations may hence lead to improvements.  

Manager IX proposes that the structure of the organization should be changed in order to 
handle deviations between the purchasing unit and R&D. He believes that the organization 
now has grown too large and that the negative effect from interdependence could be 
minimized by a changed structure (cf. Lillis, 2002). Today, he states, too much time is spent 
on meetings for discussions and less time is spent on decisions and activities. He implies that 
a changed hierarchy where there is someone taking decisions for the three units together could 
minimize deviations due to interdependence. This relates to placing the higher forms of 
interdependence within the responsibility units in contrast to between them, just as Kilmann, 
(1983) refers that Thompson (1967) argues. Manager X and XI do not express that there is an 
issue with the structure of the organization but rather that the consciousness towards each 
other’s deviations and the effect that bad performance has on  others’  activities  are  to  scarce.  
This, they argue must be improved in order to minimize deviations and long-term total cost 
for Scania.  

Table 7. Group 4 – Managers from purchasing unit and production unit 

Similarities Differences 

One should only be evaluated on what you can control The purpose of cost transactions  

Visualization and invoicing of deviation costs believes 
creating an increased commitment  

Opinion about need of change in the organizational 
structure 

One should never accept any deviations  
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5.5 Group 5 
Group 5 consists of three managers; one from the R&D (XII) unit and two from the 
production unit (XIII and XIV). 

5.5.1 Controllability 
Manager XII from R&D works regularly with deviations and states that almost everything in 
the  daily  work  could  be  seen  as  effected  by  others  and  that  everybody’s  performances  affect  
others. This indicates that he experiences the interdependence between the units as reciprocal. 
He further argues: 

“Everyone  at  Scania  lives in a process where so many are involved that it is very hard to be 
evaluated  only  from  what  you  can  control  […]  I  believe  we  have  to  live  with  that”   

– Manager XII 

Also manager XIV indicates an acceptance of being affected by others performance. He 
seems however to feel frustration when effects from deviations on performance measurements 
becomes too large. Manager XIII, also from the production unit, states in contrast that he 
perceive it as important to be evaluated from cost or performance that he can control. That his 
unit takes cost and are affected by others is however fine with him as long as it does not affect 
the parameter which they control their activities from, which is the PVA. He states that they 
put most focus on the PVA as it is considered controllable and almost no focus on the cost of 
material, although they take the cost of it. This is in line with the statement of Merchant & 
Van der Stede (2008) who argue that managers tend to put most focus on the result that is 
considered as controllable.  

“Everyone  feels  misunderstood  when  it  comes  to  deviations”  – Manager XIV 

5.5.2 Additional costs 
All managers in group 5 do however indicate that the cost arisen from deviations is important 
to consider. Today their units take the deviation costs due to other   units’   performance   and  
they are always displaying results that are not totally controllable by themselves. This, they 
argue, decreases their motivation to work with improvements. This feeling is something that 
Merchant & Van der Stede (2003) argue that a good control system should counteract.  

The reasoning of the managers in group 5 imply that the managers from the production unit 
experience a greater need for the controllability principle to be applied but the manager XII 
from R&D does in contrast express that he notice the effect by others but that he accepts it.  

“How  can  you  determine  who has done wrong? Who is going  to  be  the  judge?”- Manager XII 

This difference in acceptance could be due to the difference of focus on cost in their activities. 
As the managers from the production unit focus most of their effort on lowering the PVA, 
cost of deviations becomes more important to minimize if it affects the production processes. 
Manager XII from R&D indicates that he puts most focus on the product quality and end-
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customer satisfaction as that is a KPI he follows. Hence, the cost of deviations is less 
important to him. According to Merchant & Van der Stede (2003) a negative effect from 
using result controls in responsibility centers may occur if influenced by uncontrollable 
factors, which seems to have happened at Scania. If the responsibility centers also are 
evaluated strictly from a cost perspective, it could lead to argumentation and conflicts 
(Abrahamsson & Johansson, 2013). Manager XIV thinks that invoicing for deviations caused 
by others is a too aggressive way to communicate and would send a signal of punishment 
instead of attention. One exception is however large cost incurred from a deviation caused by 
other. Those he believes could be allowed to invoice to a causing unit in order to create 
attention to the problem. He also states that deviations of this kind almost always are 
escalated fast since they often are severe and an invoice as a signal would therefore not send a 
faster or stronger signal. 

Also manager XII agrees that he specifically would like to invoice large costs caused by 
interdependence to the causing unit because that would, according to him, enable a more just 
result in the unit and thereby increase the motivation to perform well. Internal invoicing of 
such cost would according to the production managers be legitimate but small daily occurring 
deviation costs would not, as that would be too administrative and ineffective. Manager XII 
from R&D does however believe that it is difficult to find a causing unit and determine what 
could be seen as just without non-value adding argumentations. All managers are concerned 
however that a possibility to invoice internally for deviations could lead to a misuse. They 
express a strong concern about what kind of behavior a too large focus on cost and allowance 
to transfer costs between units could create (cf. Merchant & Van der Stede, 2003). They 
believe that a routine where all types of deviation costs would be allowed to transfer to a 
causing unit would diminish the focus of solving deviations and only create administration 
and discussions. 

“We  have  to  much  administration  already”- Manager XII 

Manager XII further states that Scania earlier tried to allocate cost of deviations in a more just 
way where costs were invoiced to the unit that was considered to have caused a deviation. He 
states that it did not work well as everybody tried to push off responsibility for costs. Hence, 
the experience of a non-effective control system seems to make manager XII rather accept a 
non-just allocation of cost than creating internal argumentations. He argues that deviations 
should be solved with the end customer in mind and therefore it is important to avoid conflicts 
internally. He does not believe that it should be a problem that his unit takes cost of others 
shortcomings if everyone still felt a responsibility to improve. Such responsibility, he 
believes, could be created by stronger goal congruence (cf. Anthony & Govindarajan, 2007) 
and changed attitudes. Everything, he states, is a compromise between time, cost and quality. 
However, there seems to be a difference in focus on these parameters within the three units 
which can make it hard to determine which of the three factors that is the most important to 
improve. Here, priorities and agreements between higher-level managers could be an 
important factor for stimulating improvements. Also manager XIV from the production unit 
states that he sometimes feels frustration over that the consciousness in causing units is 
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missing. He states that his unit has a large focus on both small and large deviations but 
experiences that the attention to solve them could be improved within the whole organization. 

5.5.3 Handling and preventing deviations 
A common view in group 5 is that they believe the deviations caused by unit interdependence 
primarily should be handled by an increased dialogue between units on all levels and greater 
transparence and openness about problems and deviations. The belief is that a better dialogue 
and goal congruence about these questions should be developed by the pressure from higher-
level managers and clearer demands from internal customers. Manager XII believes that it is 
all about attitude and looking upon deviations as a possibility to improve, and not as 
something bad. Manager XIII and XIV state that they have had problems due to this kind of 
deviations earlier and that the causing unit never should have known about it if they would 
not have had a discussion about it. 

“The  causing  unit  had  not  known of  the  problem  if  we  had  not  said  anything”  – Manager XIII 

Therefore they believe that dialogue is the most important tool for handling deviations. They 
also believe that it is important to work with deviations and solve them together rather than 
trying to find the guilty source and invoice the cost to them. That, they mean, will only lead to 
time consuming discussions and argumentations. Manager XII states that one important way 
to decrease the number and the cost of deviations is to improve the product; make sure 
production process are right, external suppliers make right and that Scania sells products for 
the right purpose. He argues that the best customers are those who have clear and high 
demands since it helps to improve. To be more distinct in the requirements between the 
internal customer and supplier is therefore important according to manager XII. That stronger 
and clearer demands between internal customer and supplier are needed is also confirmed by 
manager XIII and XIV.  

The production unit managers state that they are currently using a cross-functional 
measurement of direct run that they experience as increasing the transparency between the 
units, which is working well. But they also state that this is their own initiative and that all 
units have their own routine for measuring and handling deviations. They believe that it is 
necessary to establish a routine where all units use similar methods for handling deviations 
and by that prevent them. Manager XIII argues that most discussions regarding the handling 
of deviations and the cost incurred of it arises when it is discovered that the units handle it 
differently. To establish a standardized routine that reduces the possibility to handle 
deviations differently seems to be a way to decrease argumentations internally. This could 
also be a tool for focusing efforts in a uniform direction and hence creating stronger goal 
congruence. 

“If  you  are  looking  at  different  units  everyone  have their  own  routine”- Manager XIV 
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Table 8.Group 5 – Production managers and R&D manager 

Similarities Differences 
Belief that invoicing of additional costs could increase 
motivation  

Specific wish for more just distribution of larger deviation 
costs 

Worried that the pursuit of justice would diminish the 
focus of solving the problem  

Inquire for a better dialogue and openness  

 

5.6 Concluding discussion 
This section will conclude and summarize the above analysis by looking at the groups all 
together. The allocation of additional costs due to deviations has been an important topic in 
this study and will therefore be analyzed below with regard to all managers’  opinions. Also, 
the managers’ general belief about how deviations caused by unit interdependence should be 
handled and signalized will be covered in this section. This is done with the purpose to 
analyze similar or different opinions in this issue. As the mentality and leadership is found to 
be important and a reoccurring proposal of how to go to the bottom with deviations this will 
be covered in a separate section below. One common view of all managers has not been 
discussed in the previous analysis in the group but is presented in section 5.6.4. This concerns 
the   managers’   view   of   increasingly invoicing external suppliers for deviations that disturb 
Scania.  

5.6.1 Allocation of additional costs 
A recurrent opinion among many managers is that it does not solve any problems to blame 
others. Many of them think blaming and self-guarding easily could occur if there is not a clear 
responsibility distribution and also if costs are permitted to be an important factor when 
handling deviations. These managers have in common that they argue it would create a bigger 
focus on transferring costs and finding a guilty unit instead of solving the deviation and learn 
from it. The fear of gamesmanship is indicated to be a strong reason to not strive for total 
controllability (cf. Merchant & Van der Stede, 2003, Flamholtz, 1996). It is however 
interesting that the concern originally exists. This could be seen as a sign that managers in 
general do not trust themselves or their colleagues to be able to handle the possibility to 
reallocate deviation costs. Also, as many managers have indicated, the concern about how you 
in practice should implement controllability and more just evaluation measurements could 
originate from the reciprocal interdependence (cf. Kilmann, 1983). This concern is 
characteristic for most managers included in the study and indicates that the use of cost 
transactions internally would create an inefficient control system (cf. Merchant & Van der 
Stede, 2003). Another argument used by all managers who are against the use of transference 
of cost as an indication of deviations is that it would create an extreme amount of 
administration. A concern exists that the administration will take over and actual actions will 
decrease. This is in line with what Anthony & Govindarajan (2007) state as a risk when 
striving for functional excellence as it could cost more than the gain. The largest part of the 
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managers in this study seems to believe it is not worth striving for excellence through 
procedural justice (cf. Burkert et al., 2011). 

The attitude towards internal invoicing of additional costs caused by deviations is actually the 
most noticeable difference. Few managers are in some extent positive to invoicing cost from 
deviations to a causing unit and are primarily represented in the production function. They 
argue that it would create a signal that would make the causing unit put more effort into 
minimizing deviations and thereby minimizing costs for Scania. Also, they believe that this 
could create motivation to improve performance as it would make the result in the production 
units more fairly visualized. This would probably also thereby increase the comparability 
between different units. That these managers primarily belong to the production unit could 
indicate that controllability and procedural justice are more important to them than to the 
managers in purchasing unit or R&D (cf. Giraud et al., 2008; Burkert et al., 2011). Some 
managers of this opinion do however on the same time express a concern over where to draw 
the line. Which costs should be considered as large enough and for which deviations should it 
be allowed to invoice? If everyone, before the design of a control system, does not agree 
about the purpose of it or if the acceptance of it is low among the managers in the 
responsibility centers, there may be a risk that the control system instead will bring unwanted 
behavior. Such behavior is indicated to be argumentations and focusing efforts in the wrong 
directions. However, as Hedberg & Jönsson (1978) imply, total agreement in the design of 
control system may not be necessary as conflicts may lead to continuous improvements. The 
managers that to some extent are in favor of the idea to invoice additional cost occurred by 
deviations do however also express that it is not alone a solution. All managers in the study 
indicate that there are different ways of improving consciousness of interdependency and 
deviations which are discussed further below. 

5.6.2 Preventing and handling deviations 
When talking about how to prevent and handle deviations due to interdependence it appears 
that cost is not the most important factor to the most managers. Rather it seems more 
important that all employees take a greater responsibility for minimizing the negative effect 
on the internal customer. This is indicated to be achieved through clearer cross-functional 
requirements but also higher demands from superior managers in order to change the 
mentality. If the demands on improved cross-functional responsibility are increased from a 
higher level it may however be important to explicitly define what performances to prioritize.  

In order to continuously prevent and solve deviations an increased transparence is inquired 
from most managers in R&D, purchasing and production. They inquire for clearer follow-up 
processes of how activities correspond to plan and which costs that have been accumulated 
due to the functions’ different activities. According Anthony & Govindarajan (2007) this may 
be hard to create since units in a functional structure jointly contribute to the output. The 
managers indicate however that they believe this would work. Also an increased dialogue and 
increased transparence including the number of quality-reports per supplier and deviation cost 
per supplier is inquired from the managers in order to handle deviations. Some managers 
indicate that it is clear, easy to use and cross-functional information that gives possibility to 
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prevent and discovering deviations rather than to work harder and more accurate. Other state 
that it is controls and more accurate work that is the solution to in the long term minimize 
deviations. In some ways Scania has already implemented parts of this suggestions as they are 
using KPI between PRUs that indicate how much the supplying unit disturb the following 
unit’s direct run, but these initiatives possibly need to be extended and include more units that 
are interdependent in the organization. Some managers in the R&D and purchasing unit think 
that these types of KPI could be used even between them. This is something that Lillis (2002) 
argues as difficult to create as the units also use their own measurements that partly are 
experienced by the managers as conflicting   to   other   units’   KPI. Some managers in the 
purchasing unit experience that the most important goal for the purchasing unit to reach is to 
lower the material price of purchased goods. This is also the overall belief of managers in the 
production and R&D unit and is experienced as conflicting with the objective of high quality. 
This dilemma is what Anthony & Govindarajan (2007) describes as a sign of non-congruent 
goals. A lack of goal congruence seems to be noticed by most of the managers. This could be 
a strong cause to the fact that many of the deviations actually occur. The strive for lower 
material cost could affect the productivity performance and number of quality reports in 
production. 

5.6.3 Changed mentality and leadership 
In order to in the long term decrease the number of deviations due to interdependence, all 
managers agree that everything is about a change in mentality and attitude. Everybody must at 
a larger extent want to do right for the internal customer in the same way as they want to do 
right for the final customer. In that way a decrease in total cost would be achieved. A changed 
attitude is believed to be obtained by more distinct demands from the internal customer and a 
demanding customer is considered as something positive that enables processes to be better. 
This relates to the argument of Anthony & Govindarajan (2007) who state that it is important 
to be aware of the objectives in order to achieve good results. Awareness of the expectations 
from the internal supplier and clearer demands could hence have a possibility to bring 
improvements. Also more distinct requirements and directives from superior managers about 
what improvements or deviations to prioritize are requested. Some managers seem to perceive 
it as difficult to determine what tasks that are the most important to prioritize. The complex 
relationship and difficulties of coordinating workflow between these units are something that 
Kilmann (1983) discusses. To facilitate the coordination the higher forms of interdependence 
are suggested to be placed within each unit. However, at Scania this would probably request a 
larger reorganization (cf. Lillis, 2002). This is also suggested by some managers to be a good 
idea, but others state that it is necessary to use the functional divisions they have today in 
order to make use of specific competences.  

The mentality and attitude to always deliver right are indicated to be improved by more 
explicit customer-supplier agreements that clarify what is expected from one another. The 
managers also seem to stress the importance to not just change the mentality about delivering 
right but also to implement a filter in processes in order to ensure that no deviations slip 
through  in  the  flow.  To  only  rely  on  that  everyone  is  using  the  principle  “right  from  me”  does  
no longer seem to be enough. Every process must have the mentality and a filter. Some 
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managers do also believe that it is important to cooperate better between the different units in 
order to faster solve and prevent deviations. However, the managers in group 4 indicate that it 
is more important to not accept any deviations rather than to work together to solve them.  

Today there are several different types of cross-functional forums such as customer-supplier 
meetings, TSG – cross-functional control group, project group meetings and informal cross-
functional meetings. The managers indicate that they do not experience that it is necessary to 
increase the number of cross-functional contacts but rather to employ a more distinct 
responsibility distribution within the groups. This indicates that there is a need of someone 
taking responsibility for solving deviations and follow up the result of the corrective actions. 
Today it is considered as unclear which unit or person that is to be held responsible for an 
action to give result. Several managers believe that it has become too easy to hide behind the 
thought that all problems should be solved cross-functionally as nobody has a distinct 
responsibility over the result. In order to create improvements and handle deviations that are 
in   the   “grey-zone”   they   wish   for   a   more   explicit   responsibility   and   clearer   demands on 
improvements both cross-functionally and vertically. Some managers perceive to need more 
clearance about whom to be responsible for what result when it comes to handling deviations.  

5.6.4 Invoicing external suppliers for achieving behavioral change 
The findings in this section are not presented in the analysis of the groups as all managers 
share this presented view. However, the managers have some characteristic differences in 
their opinion regarding the invoicing of deviations to external suppliers.  

All managers agree that Scania at a larger extent should invoice external suppliers who have 
caused deviations that the purchasing department has responsibility for. This view is 
expressed regardless of opinion about invoicing internally for deviations caused by an internal 
supplier. There are three main opinions related to the invoicing of deviations to external 
suppliers. The first is that it would create a signal to the supplier which signalizes that Scania 
does not accept any deviations and strives for perfection (cf. Anthony & Govindarajan, 2007). 
It is believed that the supplier would realize that it is not profitable for them to not deliver in 
time or according to the specification. This view stands in many cases in conflict with the 
managers’  opinion  that internal invoices of additional costs would not create such a signal but 
rather cause argumentations (cf. Merchant & Van der Stede, 2003). It seems like managers 
with this view would believe it as more important to not punish staff or create argumentations 
internally than with external suppliers.   

Another opinion about why Scania should invoice suppliers is that it externally is about real 
money and that it therefore is more important for Scania to retrieve compared to internally 
invoice for deviations. This is an opinion shared by all managers and it implies that invoicing 
for deviations internally only is about already taken costs but to an external supplier there is a 
direct economic gain for the company. A third opinion is that it becomes easier to see which 
suppliers that are not profitable to keep a relation with. However, several managers have 
expressed a concern over what behavior a continuous invoicing of cost from deviations could 
implicate from the supplier. They are worried that the supplier gets a motive to use the same 
method against Scania to signalize the deviations that Scania causes in their development and 
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production. The suppliers may add a margin on the article price in order to afford the 
deviation invoices from Scania. An increased article price on several articles from the same 
supplier is believed to be more expensive than to accept some of the costs that the suppliers 
are causing Scania. 

The managers’   shared   opinion in this question, however with different arguments, imply 
shared objectives (cf. Anthony & Govindarajan, 2007). These objectives are to  retrieve  “real”  
money for Scania from external parties that have caused additional costs and to get better 
quality delivered. The performance of the external suppliers is the purchasing   unit’s  
responsible and could therefore be included in the discussion of deviations caused by unit 
interdependence. 

5.7 Main opinions 
Presented below in figure 11 are the main opinions expressed by the managers. The figure is a 
summary of the findings in chapter 5. The analysis confirms that  the  managers’  opinions  are  
very alike in several cases but differ more in other which may influence the way deviations 
should be handled. One frequently occurring thought is the concern of what behaviors a strive 
for total controllability and just evaluation would bring.  

 

Figure 11. Main opinions of how to prevent and handle deviations found in the analysis 
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6 Conclusions 
In this chapter the conclusions made from the analysis of the qualitative data are presented. 
The conclusions will aim to answer the research questions: (1) What characteristic 
differences  and  similarities  are  there  in  the  managers’  opinions  of  how  deviations  should  be  
handled? (2) How do managers think that deviations should be prevented? 
The purpose to fulfill is to contribute with understanding of managers’   opinions   about  
deviations caused by unit interdependence.  

This study has shown that the question about how to handle effects and costs from deviations 
caused by unit interdependence is a delicate subject to many managers. Their opinions are 
closely related to what behavior that is desirable and also to the acceptance of being affected 
and evaluated partly by others’ performances. The findings indicate that it is important for 
managers who to a low extent accept being held responsible for other units’  performances  to  
allocate or visualize costs due to deviations in the causing unit. However, the analysis 
suggests that most managers at Scania within interdependent functions are concerned over the 
behavior that could follow from invoicing costs from deviations internally to a causing unit. 
Instead, these managers prefer to handle and prevent deviations by clearer cross-functional 
requirements and follow-up processes. This implies that most managers rather risk procedural 
unfairness than risk the possible development of gamesmanship. This shows awareness of 
both the importance of efficiency in the control system and eager to prevent undesired 
behaviors (cf. Merchant & Van der Stede, 2003, Anthony & Govindarajan, 2007). However, 
managers from the production unit express a larger need of a more just way of handling 
deviations in order to increase motivation to perform well. The motivational effect of 
increasing perceived procedural justice was also discussed by Giraud et al. (2008) but is in 
this report indicated to not be applicable for all managers.  

In order to prevent and handle deviations managers mainly believe that it is about a change in 
mentality to deliver right and improve consciousness about how the own performance effects 
others. These changes are indicated to be achieved by more and granulated information about 
deviations in interdependent units. These requirements and proposed solutions from the 
managers in the study is also something that Lillis (2002) argue to be relevant in 
interdependent relationships. An improved dialogue between interdependent units is also 
regarded as useful for improving consciousness of deviations. However, in order to make 
effective priorities and corrective actions in the handling of deviations, a strong focus on 
responsibility and follow-up processes is considered to be important. The reoccurring 
proposal that stronger and clearer expectations, responsibilities and follow-ups are possible 
tools for handling and preventing deviations is not previously discovered in the literature 
review. Clear expectations on each other and extended individual responsibility may actual be 
a condition for handling deviations in interdependent functions.  

A way to create an increased attention to deviations caused by unit interdependence could be 
to hold higher-level managers responsible for certain cross-functional results. However, this 
requires that they accept to be held responsible for results that they cannot directly control but 
rather may affect indirectly by communication and joint efforts. Also, it could be difficult to 
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have a   strong   focus   on   the   own   unit’s performances at the same time if using common 
performance measurements to signalize deviations. The advantages of using responsibility 
centers could therefore be reduced.  

It should also be noted in the conclusion of the report that there is a difference in opinions 
between managers about how to handle deviations due to interdependence. Before in practice 
developing a control system that aims to address this issue and signalizing deviations between 
interdependent units, it is therefore recommended to evaluate their believed actions to such a 
control system. This report has shown an example of that. Further practical implication of this 
study is the extended knowledge about what control mechanisms managers in three different 
functions believes are important when handling deviations. By considering that, more 
efficient control systems and guidelines for handling deviations may possibly be developed 
within the organization.  

As  this  research  has  investigated  managers’  general  opinions about deviations caused by unit 
interdependence, further studies are encouraged to be performed with focus on a specific 
types of deviations. Also experiments with implementation of different types of handling 
methods in practice can preferably be conducted in the future. This could provide findings 
about which method that in practice is the most efficient in organizations affected by unit 
interdependence.  Since  this  has  been  an  exploratory  study  and  the  managers’  opinions  about  
the handling of deviations caused by unit interdependence only has been investigated in one 
context, further studies within the subject are also needed in other companies and contexts. 
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Appendix 
 

A. Interview protocol  
This   interview   serves   as   the   empirical   data   in   my   study   of   managers’   position   in   how   to  
handle distortions caused by unit interdependence. The interview will be audio recorded in 
order to assure that no relevant data is missed but the recording will only be listened by me 
and it will be deleted after the study is done. Your name will not be mentioned in the report 
and your personal views will not be unveiled to anyone at Scania but summarized in the 
report.  

This  study  aims  to  develop  understanding  about  different  managers’  position  in  the  question  
about how to handle deviations whose   origin   can   be   traced   to   other   units’   performance   or  
decisions. Deviations of this type can be very varying in size, character and frequency and can 
for example be poor quality in material that creates increased guarantee costs, longer 
production times due to construction or flaws in purchased material or scrapping of material 
in production. Which unit that should be held responsible for increased costs in relation to 
these type of distortions is often hard to determine. The production, R&D and purchasing 
department at Scania is recognized as being interdependent of one another, that is 
performance in one unit creates effects in the other  units’  performance.  Where  this  is  shown  is 
however varying. Since interdependence is considered to be a factor that is uncontrollable and 
affects the result it is interesting to hear your view on how to allocate cost or responsibilities 
due to distortions of this type.  

I would like you to tell your personal views and as much as possible explain how you think 
deviations like this should be handled. Also, who should take resulting cost or responsibility 
for generating improvement actions?  

 

1. Do you feel  that  other  units’  performance affects the outcome of your performance or 
that the performance of your unit affects the result in other units? How? Give 
examples. 

2. How can deviations due to interdependence most efficiently according to you be 
communicated in the organization? 

3. What do you think needs in order to prevent deviations from interdependence? 
4. How do you look upon your units possibilities to generate and perform improvement 

actions to prevent distortions in other units? 
5. How do you believe that the organization should handle distortions that can be derived 

to  other  units’  performance? 
6. Is it important that units and managers only are evaluated on the performance that they 

can affect? Why? 
7. What do you think is the right cost and results to hold you and your unit accountable 

for? Why? 
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8. Should costs caused by deviations due to interdependence be transferred to the causing 
unit? Why? 

9. Is justice important when handling deviations? Why? Why not? 
10. What is your or your unit’s responsibility when it comes to handling the effects from 

such events that you cannot control? Is it your responsibility to take the consequences 
and generate improvement actions or is it the causing unit? 

11. Are there different types of distortions that you believe should be handled or 
communicated in different ways?  

12. How do you feel that the cooperation for improving interdependent processes works 
today? How could that be improved? 
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B. Interview information 
 

Production Length of interview 
Economy 1 h 18 min 
Economy  1 h 01 min 
Economy  1 h 17 min 
Head of production unit 43 min 
Head of production unit 56 min 
Research & Development  
Senior vice president 58 min 
Department manager 45 min 
Department manager 1 h  
Department manager 1 h 
Purchasing unit  
Senior vice president 1 h 08 min 
Senior vice president 41 min 
Department manager 52 min 
Department manager 1h 08 min 
Group manager 50 min 
 


