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 Summary 


When companies depend on knowledge distributed among employees, managers play a key role in 
 establishing cooperation and coordination systems. This dissertation investigates the implications of 
 managers’ knowledge about the knowledge and skills of employees for economic organization. The 
 research question guiding this effort is: What managerial challenges arise from having distributed 
 knowledge  within  a  firm  and  how  does  the  manager’s  knowledge  of  this  knowledge  matter  for 
 economic organization? 


The dissertation consists of three research papers, each exploring a dimension of the research 
 question. The first paper investigates antecedents of coordination break-down and how teams differ 
 in their ability to coordinate specialized knowledge and skills. The second paper provides a theoretical 
 framework for theorizing about the role of managers’ knowledge about employees’ knowledge for 
 economic  organization  and  introduces  the  term  managerial  meta-knowledge.  The  third  paper 
 investigates the effect of  managerial  meta-knowledge on the successfulness of  inter-organizational 
 relations.  Empirically,  the  dissertation  is  based  on  a  dataset  on  public  procurement  projects, 
 comprised of archival data, a survey of buyers and a survey of suppliers.  


Together, the three papers argue that managers’ knowledge about employees’ knowledge is 
an  important  factor  when  managing  the  challenges  of  distributed  knowledge.  Such  managerial 
knowledge  allows  managers  to  assess  the  capabilities  available,  make  sure  they  fit  contractual 
obligations, and rearrange tasks and employees when adapting to changes.  
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 Resumé 


Når virksomheder er afhængige af viden distribueret mellem medarbejdere, så spiller ledere en vigtig 
 rolle  i  forbindelse  med  at  etablere  samarbejds-  og  koordineringssystemer.  Denne  afhandling 
 undersøger  hvorledes  lederes  viden  om  medarbejderes  kompetencer  og  viden  påvirker  økonomisk 
 organisering.  Forskningsspørgsmålet  der  leder  undersøgelsen  er:  Hvilke  ledelsesmæssige 
 udfordringer opstår i forbindelse med at have distribueret viden i virksomheder og hvilken betydning 
 har lederes viden om den distribuerede viden for økonomisk organisering? 


Afhandlingen  består  af  tre  forskningsartikler,  der  hver  undersøger  en  dimension  af 
 forskningsspørgsmålet. Den første artikel undersøger en række betingelser på gruppeniveau der leder 
 til  koordinationsproblemer,  samt  hvorledes  grupper  er  forskellige  i  deres  evne  til  at  koordinere 
 specialiseret viden og kompetencer. Den anden artikel udvikler et teoretisk apparat til at forstå hvilken 
 rolle  lederes  viden  om  medarbejderes  kompetencer og  viden  spiller  for  økonomisk  organisering.  I 
 den  forbindelse  introduceres  begrebet managerial  meta-knowledge.  Den  tredje  artikel  undersøger 
 effekten  af  managerial  meta-knowledge  for  succesfulde  inter-organisatoriske  relationer.  Empirisk 
 bygger  afhandlingen  på  et  datasæt  over offentlige  indkøbsprojekter,  indeholdende  arkiv-data  samt 
 spørgeskemaundersøgelse af både købere og leverandører.  


Tilsammen  udgør  de  tre  artikler  et  argument  for  at  lederes  viden  om  medarbejderes 
kompetencer og viden er en vigtig faktor når distribueret viden skal koordineres og ledes. Denne form 
for leder-viden tillader bedre vurdering af de tilgængelige kompetencer, at sikre disse kompetencer 
matcher de kontrakter der indgås, samt at koordinere medarbejdere når organisationen skal tilpasse 
sig ændringer.
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Chapter 1 - Introduction 


There  is  something  fundamentally  wrong  with  an  approach  which 
 habitually disregards an essential  part  of the phenomena  with  which 
 we have to deal: the unavoidable imperfection of man’s knowledge and 
 the  consequent  need for  a  process  by  which  knowledge  is  constantly 
 communicated and acquired. Any approach (…) which in effect starts 
 from  the  assumption  that  people’s  knowledge  corresponds  with  the 
 objective  facts  of  the  situation,  systematically  leaves  out  what  is  our 
 main task to explain. Hayek, 1945: 530 


In this dissertation, I investigate the implications of managers’ knowledge about the knowledge and 
 skills  of  the  employees  they  manage  for  economic  organization  and  procurement  relations. 


Specifically,  I  analyze  the  lack  of  such  knowledge  as  an  endogenous  driver  of  unforeseen 
 contingencies  in  project teams.  The thesis  consists  of  a theoretical  paper  as  well  as  two  empirical 
 papers based on a unique dataset comprised of archival data on public procurement project matched 
 with a two-sided survey of the public and private parties involved in those projects. The three papers 
 constitute a coherent attempt to  understand endogenous drivers of organizational uncertainty, how 
 those drivers can be managed, and when such drivers matter for inter-organizational relations. 


When a firm produces a good or service, it does so by undertaking and solving a myriad of 
major  and  minor  tasks,  and  by  addressing  a  number  of  challenges.  Many  of  these  tasks  require 
interpersonal  interactions,  creating  potential  coordination  problems.  Such  problems  are  routinely 
dealt with by employees who have faced similar tasks in the past or by following standard operating 
procedures,  but  others  require  more  elaborate  coordination  mechanisms  designed  to  establish 
solutions,  such  as  committees  or  cross-functional  task  forces.  Another  way  of  dealing  with 
coordination  needs  is  by  managerial  fiat  in  which  managers  decide  who  does  what,  when  and  by 
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which  specifications.  This  allows  many  coordination  problems  to  be  avoided.  The  quality  of  such 
 managerial decisions depends on the knowledge of the given manager. Managers can hold more or 
 less complete (or true) knowledge about the tasks at hand and the employees available to handle those 
 tasks. Managers who know more about an employee’s specific knowledge and skills is better able to 
 direct and use those knowledge and skills in a productive setting, and to combine them with those of 
 other employees. In this dissertation, this kind of managerial knowledge is termed “managerial meta-
 knowledge.”  


Managerial  meta-knowledge  also  matters  in  inter-organizational  relations.  In  the  public 
 procurement setting, it has an impact at several different points in time: 1) when a supplier submits 
 an  offer,  as  the  offer  is  based  on  an  assessment  of  employees’  capabilities,  2)  at  the  moment  of 
 contracting, when the specifics of a deal are settled, and 3) when managing a project, as planning and 
 adapting to new information requires knowledge about the employees involved. Much extant research 
 documents  the  positive  effect  of  developing  good  inter-organizational  relations,  which  allow  for 
 easier information sharing and better coordination, and thereby enable minor disputes to be resolved 
 cheaply  (Dyer  &  Singh,  1998;  Elfenbein  &  Zenger,  2013;  Lavie,  Haunschild,  &  Khanna,  2012). 


However,  the  extant  research  has  failed  to  explore  how  this  effect  is  influenced  by  dealing  with 
 suppliers with various levels of managerial meta-knowledge.  


The  overall  purpose  of  this  dissertation  is  to  examine  the  effect  of  endogenous  drivers  of 
unforeseen  contingencies  and  coordination  failures,  and  the  role  played  by  managerial  meta-
knowledge in mitigating these problems. To do so, I identify and empirically investigate important 
endogenous, team-level drivers of unforeseen contingencies in procurement projects (Chapter 2). My 
co-author Nicolai Foss and I then discuss the assumptions about manager’s knowledge that underlie 
much  of  the  extant  research  on  economic  organization,  and  we  explore  the  implication  of  looser 
assumptions for organizational and transactional factors (Chapter 3). Moreover, I empirically study 
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the effect of managerial meta-knowledge and competitive pressure on the positive effect of relational 
 capital  (Chapter  4).  The overarching  research  question  guiding  this  dissertation  are the  following: 


What managerial challenges arise from having distributed knowledge within a firm and how does the 
 manager’s knowledge of this knowledge matter for economic organization?  


The remainder of this introduction serves several purposes. First, it provides some additional 
 context to the theorizing behind the thesis. Second, it introduces the reader to the important world o f 
 public  procurement  by  giving  an  overview  of  the  tender  process  as  well  as  the  most  significant 
 research on this topic. Finally, it provides an overview of the three papers constituting the dissertation 
 and how they comprise a coherent investigation of the research question. 


THEORETICAL CONTEXT 


In  order  to  understand  the  manager’s  role,  we  must  understand  how  organizations  deal  with 
 unforeseen contingencies, regardless of whether those contingencies arise from outside events or from 
 internal coordination and cooperation problems. Organizations are entities that are naturally prone to 
 coordination  and  cooperation  failures.  In  fact,  all  theories  of  the  firm  propose  that  the  defining 
 characteristic of firms is their ability to solve cooperation and coordination problems that otherwise 
 would  be  difficult  to  address  (Foss,  1996;  Kogut  &  Zander,  1992;  Nickerson  &  Zenger,  2004; 


Williamson, 1985). This does not mean that simply organizing a project or a transaction within the 
 boundaries of a firm resolves potential cooperation or coordination problems. Instead, it means that 
 such projects are governed in a comparatively better organizational form.  


With regard to mitigating problems emerging  due to interdependent tasks, many challenges 
are dealt with through robust organizational routines. Such routines are best at reducing the risk of 
coordination  failure  when  dealing  with  tasks  similar  to  those  done  in  the  past,  as  routines  are 
developed  through  the  resolution  of  previous  coordination  problems  (Hodgson,  2008;  Nelson  & 
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Winter,  1982).  This  is  also  in  line  with  evolutionary  analyses  of  firm  routines,  as  evolutionary 
 retention  mechanisms  maintain  the  characteristics  of  the  firm  that  have  helped  it  survive  thus  far 
 (Alchian, 1950). Another way of dealing with coordination and cooperation problems is to rely on 
 intentional planning and adaptation. One of the managers’ tasks is to provide this intentional planning 
 and adaptation. They do so based on their knowledge of the specific tasks at hand and their knowledge 
 of employees’ skill sets. Without knowledge of the specific tasks, a manager cannot know about the 
 skills necessary to complete them or foresee potential problems of interdependence with other tasks. 


Without  knowledge  of  the  employees’  skill  sets,  a  manager  cannot  know  which  capabilities  are 
 available to complete the task or foresee potential problems of interdependence among employees. 


“Knowledge” is a term that takes on numerous meanings in management research, but this 
 dissertation does not aim to clear up the conceptual confusion. The starting point here is a mainstream, 
 justified  true  belief,  propositional  approach  (see,  e.g.,  Hendricks,  2007).  In  this  approach,  agent i 
 knows something if he is able to assign it a truth-value that is true, justified, and held as a belief. For 
 example, an IT professional specialized in developing security systems for the healthcare sector can 
 tell  whether  the  specifications  of  a  project  violate  the  rules  and  regulations  of  the  area.  From  a 
 managerial  perspective,  a  manager  might  know  that  this  IT  professional  is  able  to  detect  such 
 violations. Such a manager knows something about the other person’s knowledge without having the 
 necessary knowledge to make a judgment about IT-security standards himself.  


In analyses of the management of knowledge, one important factor is how the knowledge is 
 distributed  among  employees  and  managers.  It  is  generally  recognized  that  coordination  requires 
 some  level  of  mutual  knowledge.  In  terms  of  how  knowledge  is  distributed  among  members  of  a 
 group, the two (archetypal) extremes are common knowledge and completely distributed knowledge. 


“Common knowledge” is a strong assumption regarding how members of a group hold knowledge. 


Whereas mutual knowledge of A means that all members of a group know A, common knowledge of 
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A means that each member of the group knows A, that each member of the group knows that all the 
 other members of the group know A, and that they each know that the other parties know that they 
 know, ad infinitum (Lewis, 1969). An example of common knowledge is a statement made to a group 
 in the presence of every member of the group. The need for managerial coordination in (theoretical) 
 situations of common knowledge appears rather limited.  


On the other hand, completely distributed knowledge is a situation in which something is only 
 known in the combination (or union) of all of the individual group members’ knowledge. In other 
 words, one person would hold the distributed knowledge if that person knew what all of the individual 
 group  members  know  about the  subject  matter. This  kind  of  knowledge  distribution  poses  certain 
 managerial  problems.  First,  distributed  knowledge  creates  situations  of  interdependence,  which 
 influence  the  classical  organizational  challenge  of  creating  cooperation  and  coordination.  Second, 
 attempts to manage distributed knowledge require some knowledge about that knowledge and where 
 it resides. This is not the same as saying that the manager must hold the knowledge that is distributed. 


Rather,  the  manager  must  know  of  it  and  of  the  individuals’  knowledge  that  constitutes  it.  More 
 formally,  if  the  distributed  knowledge  of A  (DA)  is  the  combination  of  a  group  of  individuals’ 


knowledge  about  a  particular  fact  (𝐾𝑖𝐴𝑓)1  (𝐾1𝐴1∧ 𝐾2𝐴2∧ 𝐾3𝐴3  ⇒ 𝐷𝐴),  then  the  manager  (𝑀1) 
 knows of this knowledge (𝑀1𝐾1𝐴1∧ 𝑀1𝐾2𝐴2 ∧ 𝑀1𝐾3𝐴3) and of the distributed knowledge (𝑀1𝐷𝐴). 


However, the manager does not necessarily have the same knowledge as the individual team members 
 (𝑀1𝐾1𝐴1 ⇏ 𝑀1𝐴1) (Hendricks, 2007). In this dissertation, I refer to this concept as “managerial meta-
 knowledge.” The concept and its implications for economic organization are developed in Chapter 3.  


I use the distinction between common knowledge and completely distributed knowledge as 
 archetypes. In most organizations, the reality involves a mix of some common knowledge and some 


      


1 𝐾𝑖𝐴𝑓means that individual i knows fact f. 
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distributed knowledge. Similarly, as managers economize on scarce cognitive resources, managerial 
 meta-knowledge is neither complete nor completely absent.  


The  focus  on  the  manager’s  knowledge  of  the  manager  or,  to  put  it  differently,  on  the 
 epistemic  conditions  of  the  decision-making  situation  has  implications  for  how  we theorize  about 
 firms and strategic decision-making. First, it serves as a reminder of  Buchanan's (1969) arguments 
 that choices are always made by a specific person, whose knowledge and preferences influence the 
 decision. Moreover, Buchanan (1969) argues that (opportunity) cost estimates are always subjective 
 in  nature.  This  is  an  important  point  when  arguing  that  the  knowledge  the  manager  holds  about 
 employees’ knowledge matters, as it matters only to the extent that the manager makes the relevant 
 decisions  (i.e., they  are  not  delegated to  employees).  Second,  arguing  that  the  decision  maker  has 
 imperfect  knowledge  about  the  decision  space—the  range  of  possible  choices  (e.g.,  possible 
 combinations of different sets of employee skills)—represents a departure from much of the classical 
 foundation  of  organizational  economics.  As  the  foundation  of  organizational  economics  lies  in 
 decision  theory,2  the  axioms  of  positive  and  negative  introspection  from  this  tradition  (i.e.,  that 
 decision makers know what they know and what they do not know) also carries over (Binmore, 2009). 


These axioms  state that  if a decision  maker knows something,  he will also know that he knows  it 
 (positive introspection), and that if a decision maker does not know something, he will know that he 
 does not know it. In the small world of a single decision maker, this axiom makes sense. However, 
 whether this axiom will hold in the context of managerial decision making that draws on knowledge 
 distributed among a group of individuals is unclear. One could say that Savage’s  (1954) small world 
 of  possible  choices  and  outcomes  to  be  considered  (i.e.,  the  decision  space)  is  defined  by  the 
 knowledge of the decision maker.  


      


2  Other  traditions  include  the  behavioral  tradition  stemming  from  Simon  (e.g.,  1959,  1979)  and  the  tradition 
concerned with the implications of information asymmetries. See Chapter 3. 
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When considering managerial meta-knowledge as a foundation for coordinative efforts, we 
 should also consider how it compares to one of the most common way of dealing with coordination 
 problems—through  the  establishment  of  routines.  An  understanding  of  routines  is  central  to 
 understanding firms and the coordination process (Hodgson, 2008; Nelson & Winter, 1982). Routines 
 serve to maintain previous successful coordination and allow for formation of expectations about the 
 behavior of other actors:  "[t]he capability of routines to enable coordination builds on the basis of a 
 balance  between  interests of the participants  in the routines"  (Becker, 2004:  662). In other words, 
 routines are stable because they allow for an actor to hold accurate expectations about the behavior 
 of  others  when  performing  a  routine  (Feldman  &  Pentland,  2003).  By  recalling  past  interactions, 
 members of an organization can solve coordination problems when they face them again. In this way, 
 routines  act  as  the  organization’s  “memory”  and  can  store  knowledge  of  successful  coordination 
 efforts  (Becker,  2004;  Hodgson,  2008).  Contrary  to  managerial  meta-knowledge,  routines  do  not 
 depend  on  the  knowledge  or  experience  of  a  single  individual.  One  limitation  of  routine-based 
 coordination is that it depends on previous experiences and is, therefore, less useful in highly volatile 
 environments and when dealing with strategic, non-repeated actions (Teece, 2012). Where routine-
 based coordination involves solving previously experienced coordination problems, managerial meta-
 knowledge  is  used  to  imagine  alternative  configurations  of  existing  resources  and  to  align 
 interdependent tasks. This is a conscious, forward-looking effort.  


Operationalization of Managerial Meta-Knowledge 


The operationalization of the concept of managerial meta-knowledge for use in an empirical setting 
using survey measures poses a number of challenges. First, to measure managerial meta-knowledge, 
we must ask people about the boundaries of their knowledge; an area that is per definition difficult to 
give  clear  answers  about. Second,  and  more  problematically,  I  wish  to  measure  managerial  meta-
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knowledge in relation to projects that have run over a period of time. One key question in this regard 
 is  the  following:  Are  we  trying  to  capture  initial  managerial  meta-knowledge  or  are  we  trying  to 
 capture managerial meta-knowledge after the project, which is likely to be influenced by the project 
 itself? The former would capture the effect of managerial meta-knowledge on bidding behavior and 
 contracting, while the latter would help us understand the manager’s ability to plan for and adapt to 
 unforeseen contingencies. The data collected for this dissertation relate to the latter. However, it is 
 argued that there is also an effect on bidding and contracting behavior (Chapter 3).  


In  some  ways,  the  challenges  associated  with  operationalizing  the  concept  of  managerial 
 meta-knowledge are like those associated with operationalizing the concept of asset specificity. They 
 are both concerned with the boundaries of the respondent’s knowledge. In a purely theoretical sense, 
 the concept of asset specificity  is clear—it  is the  ability of an asset to generate higher (composite 
 quasi)  rents  in  a  specific  relationship  than  in  any  other  use.  In  terms  of  operationalization,  asset 
 specificity  is  less  clear.  Shelanski  and  Klein  (1995:  338)  argue  that  of  the  main  constructs  of 
 transaction-cost  economics,  “asset  specificity  is  the  most  difficult  to  measure.”  The  common 
 approach is to  use a number of  items asking about the value of an asset  in alternative setups or to 
 directly ask whether a transaction is specific. The challenge in this approach is that it involves asking 
 the respondent about knowledge he or she probably does not have. In other words, respondents are 
 asked about the alternative uses of the focal asset, about what alternative partners or buyers would be 
 willing to pay, and about the value that would be created in such relationship. Moreover, the temporal 
 problem described above still exists. Are we talking about the current alternative uses of the asset or 
 the alternative uses at moment of contracting?  


The operationalization of managerial meta-knowledge is based on social-psychologists’ work 
on transactive memory systems (Lewis & Herndon, 2011; Ren & Argote, 2011; Wegner, 1995). The 
transactive  memory  system  concept  describes  the  phenomenon  of  a  dyad  or  a  group  developing  a 
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cognitive division of labor in which different group members specialize in specific areas, know about 
 the others’ specializations, draw on that knowledge, and direct new information to those best able to 
 process  it.  The  approach  to  measuring  the  degree  to  which  a  group  has  developed  a  transactive 
 memory system uses a second-order latent variable model with three latent first-order variables. The 
 construct is reflective, meaning that it uses indicators of different phenomena that are expected to be 
 present  when  the  main,  unobserved  construct  is  present.  The  three  first-order  constructs  used  by 
 Lewis (2003) to  measure transactive  memory systems are the team  members’ assessments of their 
 coordination  ability,  the  credibility  each  member  assigns  to  the  knowledge  held  by  other  team 
 members, and the level of specialization among team members. If any one of these factors is absent, 
 a well-developed transactive memory system is unlikely to exist (Lewis & Herndon, 2011).  


In this dissertation, I attempt to capture the level of managerial meta-knowledge by following 
 a  similar  approach.  I  measure  the  presence  of  managerial  knowledge  about  team  members’ 


specializations, managers’ trust in their team members’ knowledge, and the ability to coordinate the 
 use of that knowledge. The presence of all of these dimensions indicates that a manager has a high 
 level of knowledge about the team members’ knowledge.  


THE EMPIRICAL SETTING—PUBLIC PROCUREMENT 


I  test  the  hypotheses  developed  in  this  dissertation  using  a  dataset  covering  Danish  public 
 procurement projects that I collected as part of the PhD process. The dataset is comprised of three 
 data sources: 1) information from the EU TED3 database on calls for tenders and reports on which 
 companies had won a given tender, 2) a survey of public buyers, and 3) a survey of private suppliers. 


In  the  following,  I  provide  an  overview  of  the  public  procurement  process,  an  outline  of  the  data 


      


3 Tenders Electronic Daily, http://ted.europa.eu/.  
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collection behind this dissertation, and a short  summary of relevant  scholarly work on the  field of 
 public procurement.  


The public procurement area has a number of advantages as a setting for testing hypotheses 
 about managerial meta-knowledge and inter-organizational relations. First, the regulatory framework 
 governing  the  area  makes  the  setting  transparent  and  removes  a  number  of  confounding  factors. 


Second, it is a setting in which multiple organizations’ efforts are governed by the same overall set 
 of rules, which allows  for exploration of cross-organizational differences while  holding regulation 
 constant. Third, due to the non-discrimination principle and the repeated exposure to competition for 
 public procurement projects, the incentive for suppliers to be less opportunistic is somewhat weaker 
 than in the private sector. This creates a setting in which suppliers’ behavior is determined more by 
 the current project than by potential future contracts. This is also called the “shadow of the future.”  


The Public Procurement Process 


The main regulations governing Danish public procurement are Udbudsloven, Tilbudsloven, Lov om 
 håndshævelse  af  udbud,  Forsyningsvirksomhedsdirektivet,  Koncessionsdirektivet,  and 
 Bekendtgørelse  om  annoncering  af  offentlige  indkøb  under  tærskelværdierne  med  klar 
 grænseoverskridende  interesse  og  om  anvendelsen  af  elektroniske  kommunikationsmidler  i  udbud 
 efter  udbudslovens  afsnit  II  og  III.  Much  of  this  legislation  is  the  national  implementation  of  EU 
 directives,  especially  2004/18/EC4  on  public  procurement  and  2004/17/EC  on  procurement  in  the 
 utilities sector. I provide an idealized overview of the process related to a standard project of a size 
 that  it  is  covered  by  the  EU  regulation  (approximately  DKK  1  million/EUR  135,000  for the  most 
 common goods and services, but much higher for, e.g., construction projects), with emphasis on parts 
 relevant  to  this  dissertation.  The  procedure  described  is  primarily  the  common open  procedure, 
 although I include some description of the most important alternative procedures. 


      


4 Since January 1, 2016, Denmark has implemented new procurement directives: 2014/24/EU and 2014/25/EU.  
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When an organization covered by public procurement regulation decides to procure a good or 
 service, it must send out a call for tenders. Before doing so, it can—and often does—gather market 
 information  through  a  dialogue  with  potential  suppliers.  This  communication,  as  with  all  other 
 communication  between  the  buyer  and  potential  suppliers,  must  be  based  on  principles  of  non-
 discrimination and transparency. The goal is to ensure that all necessary information is available to 
 everyone  and  that  no  potential  supplier  has  a  competitive  advantage  due  to  information  obtained 
 through this dialogue. If such an advantage is gained, the supplier can  be excluded from the process 
 or,  if  discovered  at  a  later  stage,  the  contract  can  be  annulled  or  economic  compensation  can  be 
 awarded to a rejected supplier.  


The  next  step  for  the  public  organization  is  to  specify  the  call  for  tenders.  This  includes 
 describing the object to be procured in detail, usually including cost and time estimates, as well as 
 deadlines, procurement procedures, and selection criteria. The procurement regulation allows for a 
 variety  of  different  procurement  procedures  from  the  “standard”  open  procedure  to  other,  more 
 restricted procedures that can only be used in certain circumstances. For example, pre-qualification 
 and competitive dialogue can be used for more complex procurement projects. Before sending out a 
 call for tenders, the buyer also needs to define the selection criteria that will be used to choose among 
 the bidders. The selection criterion can be solely a matter of the lowest price, or the buyer can specify 
 a number of additional criteria and give the relative weight of each of those criteria.  


When the call for tenders is specified, it must be communicated to the market. This is done 
 using the EU database, TED (Tenders Electronic Daily), and other channels (if so desired). The call 
 for tenders includes the above-mentioned information, as well as information about the buyer, and a 
 procurement code used to  identify the type of good or service to  be procured (called a CPV code; 


hierarchically  structured,  like  an  SIC  industry  code).  The  TED  database  (should)  comprise 
information on all public procurement projects in the EU that exceed the above-mentioned threshold, 
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and  it  is  freely  accessible,  searchable,  and  redistributable.  After  the  TED  notice  is  sent  out,  it  is 
 possible to have another round of dialogue with the  market, although that dialogue  must also take 
 place under the same principles of non-discrimination and transparency.  


When the deadline has passed, the buyer selects the winning bid based on the pre-specified 
 criteria. If other criteria are used, suppliers that did not win the bid can petition the relevant authorities 
 (or, ultimately, go to court) to have the tender cancelled or to be economically compensated. After 
 the final contract has been agreed, the public buyer sends another notice to the TED database with 
 information on the winner of the tender, the relevant dates, and the number of offers received.  


This  procurement  procedure  allows  for  the  most  open  and  unrestricted  bidding.  Other 
 procurement  procedures  restrict  the  bidding  by  requiring  bidders  to  meet  pre-specified  standards, 
 while  others  involve  invitation-only  negotiations.  The  use  of  such  procedures  depends  on  the 
 complexity of the procurement project and the competition in the market. 


For this dissertation, I used the TED database to extract valuable pieces of information. More 
specifically, I used it to identify the population of buyer-supplier relations in public procurement in 
Denmark, and to gather relevant information on the procurement procedures, the selection criteria, 
the value of the tender, and the type of project (CPV code), as well as contact information for both 
the buyer and the supplier. This contact information was used to collect survey data from both buyers 
and suppliers. As the database consists of the entire population of public procurement projects that 
exceed the threshold value, it also makes it possible to calculate the number of repeat interactions and 
market characteristics, such as market size and concentration. 
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 Extant Research on Public Procurement  


The  growing  stream  of  empirical  research  on  public  procurement  emphasizes  similarities  and 
 differences  between  public  and  private  procurement.5  At  the  organizational  level,  the  public 
 ownership of assets removes the incentive generated by having a residual claimant. Moreover, public 
 organizations  generally  have  weaker  incentive  systems  than  private  organizations,  and  it  can  be 
 argued that public organizations often pursue goals other than economic efficiency (Boycko, Shleifer, 
 and Vishny, 1996). At the transactional level, regulations governing public procurement create some 
 important differences from the private setting. The repeated competitive bidding in combination with 
 the  non-discrimination  principle  mean  that  suppliers  might  have  more  incentive  to  behave 
 opportunistically than in a private setting due to weaker incentives to build a good reputation.  


In addition, contracting with a public organization, with its many stakeholders and its ability 
 to (to some degree) set the rules governing the transaction, also entails its own kind of risk.  Spiller 
 (2008) argues that there are two kinds of opportunism that are specific to public-private interactions: 


governmental opportunism and third-party opportunism. By governmental opportunism, he refers to 
 the  risk  faced  by  a  private  supplier that the  government  will  change  the  “rules  of  the  game”  after 
 investments are made on the supplier’s side. By third-party opportunism, Spiller (2008) means the 
 pressure coming from third-party stakeholders. In terms of the transparency of the transaction and the 
 (legitimate) interest from third parties, contracting with public authorities is different than contracting 
 with  private  parties.  Public  organizations  routinely  experience  pressure  from  interest  groups, 
 politicians, or suppliers whose bids were turned down to change contracts (third-party opportunism).  


Spiller  (2013)  suggests  that  transaction  cost  economics  offers  a  good  starting  point  for 
 analyzing public-private interactions, such as procurement projects. Even though regulations might 


      


5  The  present  text  is  only  concerned  with  studies  that  focus  on  questions  with  direct  economic  implications. 


However, it should be noted that a legally oriented stream as well as a stream driven by political scientists with different 
concerns (e.g., legitimacy, representation, transparency, good public governance) exist.  
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set  different  procedures  and  incentives  for  public  and  private  organizations,  the  fundamental 
 transaction  and  contract  characteristics  still  matter  (i.e.,  asset  specificity,  frequency,  uncertainty, 
 contract  incompleteness,  complexity).  The  empirical  evidence  regarding  whether  public 
 organizations  strictly  economize  on  transaction  costs  is  mixed.  In  a  study  of  French  public 
 procurement,  Chong,  Saussier,  and  Silverman  (2015)  fail  to  find  any  effect of  contract  value  and 
 length (as proxies for complexity) on the choice of procurement awarding procedures. Saussier (2000) 
 studies the procurement of coal in a French, publicly owned energy company and finds that the level 
 of  contractual  incompleteness  is  as  proposed  by  transaction  cost  economics.  Similarly,  Levin  and 
 Tadelis (2010) find that contracting difficulties related to monitoring performance and the need for 
 flexibility play an important role in governmental decisions regarding whether to privatize a service.  


The question becomes more complicated in the face of cross-organizational and cross-country 
 differences. The effect of economic  incentives (i.e., economizing on transaction costs) depends on 
 the institutional environment of the transaction. One goal of public procurement regulations is to keep 
 private  interests  from  corrupting  the  public  decision-making  process.  Baldi,  Bottasso,  Conti,  and 
 Piccardo  (2016)  provide  a  great  example  of  how  expected  governance  choices  are  altered  by  the 
 presence of  corruption. In a study of procurement in Italian  municipalities, they  find, as expected, 
 that procurement of more complex projects often involves negotiation-based procedures, but that this 
 link is much stronger in provinces with low levels of corruption.  


An important decision in any procurement project relates to the choice of procedural form. A 
number  of  studies  map  the  main  differences  between  auction-based  and  negotiation-based 
procurement  procedures.  Procurement  through  the  use  of  auctions,  especially  using  fixed  prices, 
creates  strong  incentives  for  cost  reductions,  while  negotiation-based  procedures  and  cost-plus 
contracts  make  ex-post  adaptions  smoother  (Bajari  &  Tadelis,  2001).  In  a  cross-country  study  of 
auctions in public transport procurement, Amaral, Saussier, and Yvrande-Billon (2009) find that the 
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ability  of  auctions  to  foster  competition  and  reduce  anti-competitive  behavior  depends  on  their 
 specific  design.  The  value  of  auctions  declines  when  bidding  for  complex  contracts  (Bajari, 
 McMillan, & Tadelis, 2009). Nevertheless, Chong, Saussier, and Silverman (2015) find that French 
 public  authorities  heavily  favor  auction-based  procurement  procedures,  even  though  they  are 
 associated with costly renegotiations. Negotiation-based procedures, which offer the buyer greater 
 discretionary power, are more susceptible to individuals using public funds for private gain  (Baldi, 
 Bottasso, Conti, and Piccardo, 2016) or to being used to further political agendas in non-transparent 
 ways ((Boycko, Shleifer, and Vishny, 1996). 


An inherent tension in public procurement is between for public buyers to have discretionary 
 power  to  rule  out  suppliers  with  a  bad  reputation  while  still  maintaining  transparency  and  non-
 discrimination. One could say that “limiting discretion to ensure public buyers’ accountability comes 
 at the possibly large cost of not allowing reputational forces to complement incomplete procurement 
 contracts”  (Spagnolo,  2012:  292).  By  limiting  the  effect  of  a  supplier’s  reputation,  the  partner-
 selection process is derived of a quality indicator. Moreover, an incentive is removed for the supplier 
 to behave non-opportunistically in order to build the value of its reputation as a reliable partner that 
 provides quality goods or services, and thereby increase its likelihood of wining future contracts. The 
 conundrum in this regard is whether assigning greater weight to reputational effects would hinder the 
 entry of new suppliers and cross-border procurement, and whether it is possible to design a system 
 that  can  mitigate  the  negative  effect  of  the  increased  discretionary  power  of  the  public  buyer 
 (Spagnolo, 2012). 


The  bargaining  position  of  the  procuring  public  organization  matters  for the  quality  of  the 
procured good. In an examination of municipalities’ water provision that compares publicly provided 
water with franchisee-provided water, Chong, Saussier, and Silverman (2015) find that the size of the 
municipality  alters  its  bargaining  power  and  its  ability  to  discipline  franchisees.  Smaller 
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municipalities pay  a premium  for water relative to  larger municipalities. For larger municipalities, 
 such premiums make them less likely to renew a contract. This is not the case for small municipalities, 
 suggesting that they have a weak bargaining position. Desrieux, Chong, and Saussier (2013) show 
 that  public  organizations  can  strengthen  their  bargaining  position  by  using  the  same  supplier  for 
 multiple services, as such a strategy may allow for tougher punishment of opportunistic behavior.  


With regard to the literature focused on the challenges and conundrums of public procurement 
 regulations,  we  should  recall  Williamson’s  (1976:72)  dictum:  “Merely  to  show  that  regulation  is 
 flawed,  however,  does  not  establish  that  regulation  is  an  inferior  mode  of  organizing  economic 
 activity”. 


THESIS OUTLINE  


While the three papers included in this dissertation engage in different scholarly discussions, together 
 they form a coherent exploration of endogenous drivers of unforeseen contingencies in project teams, 
 how the manager’s meta-knowledge affects the ability to efficiently manage groups of employees, 
 and when such managerial knowledge matters for inter-organizational relations.  


The  first  paper  offers  an  empirical  investigation  of  team-level  antecedents  of  unforeseen 
contingencies in project teams. In much of the extant management literature, the source of uncertainty 
is  often  assumed  to  exogenous  in  nature or  due to opportunistic  actors. This  paper  argues  that  an 
important  source  of  unforeseen  contingencies  lies  in  coordination  failures,  which  arise  due  to  the 
challenge  of  coordinating  specialized  employees  and  developing  new  solutions.  Empirically,  the 
paper  tests  the  hypotheses  using  a  dataset  consisting  of  survey  information  gathered  from  188 
suppliers to public organizations. Overall, the paper finds that the level of unforeseen contingencies 
experienced  by a team  is  influenced by the team’s coordination ability, the level of specialization 
among team members, and whether the use of trust-based governance fits with the task at hand. Even 
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though the paper identifies a number of coordination challenges, it does not provide an answer as to 
 how to mitigate them.  


The  second  paper  looks  at  the  epistemic  conditions  for  managerial  intervention  in 
 coordination  problems.  The  paper  develops  a  general  theory  of  the  impact  of  managerial  meta-
 knowledge—the  knowledge  managers  hold  about  their  employees’  knowledge—  on  economic 
 organization.  The  argument  is  that  much  of  the  extant  research  in  the  management  and  economic 
 organization  field  builds  on the  assumption  that  managers  know the  productive  capabilities  of the 
 firm  or team  they  are  managing.  We  challenge  this  assumption  and  show that  looser  assumptions 
 about the level of managerial meta-knowledge leads to important insights for economic organization. 


We argue that  imperfect managerial  meta-knowledge reduces the manager’s ability to write fitting 
 contracts and coordinate the capabilities of the team. In addition, we argue that imperfect managerial 
 meta-knowledge  is an opportunism-independent driver of ex-post transaction costs. While the first 
 paper  focuses  on  important  endogenous  drivers  of  unforeseen  contingencies,  the  second  paper 
 develops a theoretical framework that identifies the roles of managers and managers’ knowledge in 
 mitigating the challenges arising from such contingencies. 


The  third  paper  investigates  the  effect  of  managerial  meta-knowledge  in  and  on  inter-
organizational relations. The paper shows that having a supplier with high-quality managerial meta-
knowledge is a necessary condition for strong inter-organizational relations to be linked with buyer 
satisfaction. Competitive pressure from alternative suppliers is a similar necessary condition. I argue 
that these two conditions define the decision space of the supplier’s manager  and the incentives to 
ensure  customer  satisfaction.  The  paper  tests  the  hypotheses  on  a  dataset  comprised  of  public 
procurement  archival  data  and  survey  data  covering  both  buyers  and  suppliers  in  89  procurement 
dyads.  
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Together, the three papers establish the presence  of endogenous, team-level antecedents of 
unforeseen  contingencies.  By  identifying  a  number  of  endogenous  antecedents  of  coordination 
failures, the first paper highlights the need to manage interdependent employees and their tasks. The 
second paper develops a general theory about the role of managerial meta-knowledge in economic 
organization.  Managerial  meta-knowledge  is  a  necessary  epistemic  condition  for  managing 
interdependent employees. The third paper empirically  investigates the effect of  managerial  meta-
knowledge  on  inter-organizational  procurement  relations  and  provides  evidence  that  strong  inter-
organizational relations are only advantageous for the buyer in situations with competitive pressure 
and when the supplier has good managerial meta-knowledge.  
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COORDINATION AND CONTINGENCIES:  


TEAM-LEVEL ANTECEDENTS OF UNCERTAINTY 


Abstract 


The  ability  to  solve  the  coordination  and  cooperation  problems  associated  with 
interdependent  tasks  are  two  of  the  most  important  characteristics  of  the  firm.  In  the 
management  literature,  the  analysis  of  cooperation  problems  has  overshadowed  the 
analysis  of  coordination  problems.  The  main  challenges  for  efficient  coordination  are 
endogenous  processes  leading  to  miscommunication  and  the  failure  to  integrate 
interdependent tasks. This paper explores important endogenous drivers of coordination 
failures and their implications in the form of an increase of unforeseen contingencies  in 
project teams. The specific antecedents explored are a team’s coordination capability, the 
degree of specialization among team members, the extent to which project development 
is  required,  and  the  use  of  trust-based  governance.  The  hypotheses  are  tested  using  a 
unique  dataset  comprised  of  archival  data  and  survey  data  on  188  project  teams  from 
private suppliers and organizations governed by public sector procurement regulations. 
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 Organization  theories  describe  the  deliberate  the  delicate  conversion  of 
 conflict  into  cooperation,  the  mobilization  of  resources,  and  the 
 coordination of effort that facilitate the joint survival of an organization and 
 its members.  


March and Simon, 1958/1993: 2 
 INTRODUCTION 


The act of organizing is a process that aims to ensure cooperation between parties, the marshalling 
 and  distribution  of  resources,  and  the  coordination  of  interdependent  tasks  (March  &  Simon, 
 1958/1993). In the field of management, the challenges of coordinating interdependent tasks are often 
 not  given enough attention,  leading to  coordination neglect  (Heath & Staudenmayer, 2000). When 
 organizing projects—big or small—there is always a risk of miscommunication or miscoordination, 
 and  deadlines  may  not  be  met.  Cooperative  actions  in  general  and  projects  that  are  divided  into 
 specialized tasks in particular are vulnerable to these challenges of dependence.  


Even though uncertainty is often conceptualized as exogenous factors disturbing the internal 
 workings of an organization or as an inherent condition of managerial decision making, one can also 
 argue that organizations themselves create uncertainty (Power, 2008) and that we ought to theorize 
 about  multiple  kinds  of  uncertainty  (Koopmans,  1957;  Williamson,  1985).  Fundamentally, 
 organizations are a way of managing the dependency problems arising from having multiple people 
 working together. In this perspective, we can understand organizations as flows of information among 
 more or less interdependent parties (March & Simon, 1958/1993). As Jarzabkowski, Lê, and Feldman 
 (2011)  remind  us,  coordinating  this  flow  of  information  requires  constantly  breaking  down  old 
 systems of coordination and developing new ones in order to adapt to new circumstances.  


Individual-  and  group-level  research  has  established  that  groups  vary  in  their  ability  to 
coordinate. This is true in normal situations and in situations characterized by significant stress. For 
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example, studies of transactive memory systems make it clear that there are performance advantages 
 to being part of a group in which the members know each other’s abilities (Kozlowski & Bell, 2003; 


Lewis & Herndon, 2011; Ren & Argote, 2011). This makes it easier to coordinate problem-solving 
 activities and ensure that the right skill sets are present. The effect of a strong transactive memory 
 system  is even stronger in  highly uncertain external environments  (Heavey & Simsek, 2015; Rau, 
 2005). Coordination can be carried out in numerous ways and be supported by many factors—a strong 
 transactive  memory  system  is  only  one  of  them.  In  project  teams,  coordination  efforts  are  often 
 undertaken by key individuals who take on the role of coordinator (Dahlander & O’Mahony, 2011), 
 regardless of whether they formally hold this position. The coordination process can also take less 
 explicit forms and be handled implicitly by members who are able to anticipate the actions of others 
 within  the  group  and  dynamically  adjust  their  actions  (Rico  et  al.,  2008).  It  can  also  be  handled 
 through well-established organizational routines (Becker, 2004; Feldman & Pentland, 2003). 


The management literature mainly focuses on the team’s ability to coordinate in two specific 
 settings. The first relates to organizations’ abilities to continuously adapt to volatile and changing 
 environments. This research in dynamic capabilities studies both organizational phenomena and their 
 micro-foundations  (Argote  &  Ren,  2012;  Helfat &  Peteraf,  2015;  Teece,  Pisano,  &  Shuen,  1997). 


Second, a stream of research focuses on organizations’ abilities to integrate employees’ specialized 
 knowledge.  This  research  is  particularly  interested  in  the  integration  of  knowledge-based  skills 
 (Gardner, Gino, & Staats, 2012; Kogut & Zander, 1992). 


One  implication  of  organizational  heterogeneity  with  regard  to  coordination  capabilities  is 
that organizations differ with regards to how often coordination breaks down. Regardless of whether 
the source of this coordination failure is miscommunication, a lack of planning, misunderstandings, 
a lack of clear responsibilities, or an unwillingness to adapt existing plans, it produces uncertainties 
regarding the outcome of actions and it stems from the internal workings of the organization. This 
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perspective stands in contrast to prevalent ways of conceptualizing uncertainty in management theory, 
 where uncertainty  is understood as a change  in the external environment with  implications  for the 
 organization’s  performance.  This  paper  puts  forth  arguments  for  conceptualizing  unforeseen 
 contingencies  as  an  outcome  of  intra-organizational  processes.  I  offer  empirical  evidence  in  this 
 regard and argue that these kinds of coordination failures should be an important outcome variable in 
 management  research  on  organizations,  as  the  breakdown  of  coordination  is,  in  essence,  the 
 breakdown of an organization. The research question guiding this paper is the following: Do team-
 level characteristics (i.e., coordination capabilities, level of specialization, and the use of trust-based 
 governance) affect the level of problems experienced due to unforeseen contingencies? 


THEORY AND HYPOTHESES 
 Conceptualizing Endogenous Uncertainty  


Not all aspects of organizing receive equal attention in today’s management research. As Simon and 
 March (1958/1993) argue,6 organizing is fundamentally a matter of ensuring cooperation, marshalling 
 resources,  and  coordinating  interdependent  tasks.  Much  of  the  literature  focuses  on  ensuring 
 cooperation—making  independent  parties  work  towards  a  common  goal.  This  problem  is  often 
 analyzed using an agency framework.7  


In contrast, coordination is a concept that does not lend easily itself to a thorough analysis by 
 a  single  theoretical  framework.  In  this  paper,  coordination  is  defined  as  the  bringing  together  of 
 interdependent  actions  in  such  a  way  that  they  are  performed  without  specification,  temporal,  or 
 spatial problems. In other words, the right tasks are performed at the right time at the right location.  


The difficulty of analyzing the coordination problem stems from what March and Simon (1958/1993: 


44)  see  as  a  theoretical  exclusion  of  the  real-world  problems  of  coordinating:  “One  peculiar 


      


6 See the paper’s opening quote. 


7 This is in not meant as a critique of agency theory or its boundary condition. 
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characteristic of the assignment problem [allocating a given set of assignments among a given set of 
 employees], and all of the formalizations of the departmentalization problem in classical organization 
 theory,  is  that,  if  taken  literally,  problems  of  coordination  are  eliminated.”  As  Heath  and 
 Staudenmayer (2000) argue, this has  meant that the problem of coordination has  been studied  less 
 than  its  importance  warrants.  Other  disciplines  have  more  established  research  streams  on 
 coordination  problems.  Operation  researchers  often  deal  with  coordination  problems  by  analyzing 
 optimization  problems,  while  social  psychologists  address  them  by  studying  biases  and  group 
 behavior.  Heath  and  Staudenmayer  (2000)  argue  that  both  agency  problems  and  coordination 
 problems  are  important  issues  for  everyone  studying  organizations,  but  the  latter  have  been 
 overlooked: 


“Although  the  agency  problem  has  become  increasingly  popular,  the  coordination 
 problem  has not  seen an equivalent rise  in popularity, despite the fact that  it  is equally 
 central  for organizations.  In  fact,  in  economics,  the  coordination  problem  predates  the 
 interest in agency (e.g. Marschak & Radner, 1972), yet it has fallen out of favor while the 
 agency problem has become increasingly popular (Milgrom & Roberts, 1992)” (Heath & 


Staudenmayer, 2000: 154-155).  


When  interdependent  tasks  are  not  performed  and  coordination  problems  arise,  the 
 performance  of  an  organization  becomes  more  uncertain.  The  dominant  approach  to  analyzing 
 uncertainty is to consider it as an exogenous event in a dynamic environment that an organization can 
 be  more  or  less  able  to  handle  (e.g.,  Teece,  Pisano,  and  Shuen,  1997). This  approach  is  the  same 
 whether the antecedent of uncertainty is event of nature or, as often in the transaction cost economics 
 literature, as the outcome of opportunistic agents.  


In order to analyze the impact of uncertainty on the governance of transactions, Williamson 
(1985: 57-58) draws on Koopmans' (1957) distinctions among three kinds of uncertainty: behavioral, 
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