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Abstract

Purpose - This paper explores what challenges can be identified in terms of knowledge sharing
in modular service offerings of knowledge-intensive business services both intra and inter-firm
contexts.

Method - The paper builds on value co-creation and knowledge sharing in service projects
utilising modular service offerings of the knowledge-intensive organisation. An elaborative case
study conducted in customer projects related to engineering, procurement, and construction
management services depicts knowledge sharing between the service provider and customer
organizations.

Findings - With the innovative service offerings provided, the case company’s value provision
is generated from its expertise as well as its capabilities in knowledge sharing (explicit and tacit)
with its customer. Knowledge sharing between the units and experts located all around the
world was seen as essential. The need to extensive knowledge sharing often resulted in
emphasising personal relationships within the business relationships.

Implications - In inter-firm knowledge sharing the role of personal relationships is essential.
The modular service offerings require that consideration should put to the quality and nature of
knowledge to be shared with the customer. Standardization of the work and exploiting previous
projects is a challenge in knowledge sharing.

Originality - The paper provides new information of the challenges of knowledge sharing in the
case of the modular knowledge-intensive business services and highlights future research needs
on modularity in service innovations and inter-firm knowledge sharing in professional
relationships.

Keywords: customer role, modular service offering, professional service relationship,
knowledge-intensive service

1 Introduction

The recent work of the Service-Dominant-Logic (S-D logic) in marketing (Vargo and
Lusch, 2004, 2008; Journal of Academy Marketing Science 2008, Vol. 36) is based on
the interest towards intangible resources and process management in services. The S-D
logic can be seen as an integrator of the academic conversations in services marketing,
relationship marketing and service operations management overlapping somewhat in
regards to the perspective on customer-provider interaction and value creation in b2b
context. For example, Filiatrault and Lapierre (1997) argue that the service provider and
the customer need to create mutual understanding for the relationship by a learning
process in which the provider learns about the firm and the industry and the customer
learns about the technical and project managing aspects.

However, a research topic that has not gotten the attention it needs in b2b services
research is the role of the customer as a value co-creator (Edvardsson, 2005). In



developing modular service offerings (modular innovations see e.g. Henderson and
Clark, 1990; modular architecture see e.g. Voss and Hsuan, 2009) the firms have to do
corresponding organizational rearrangements, to avoid a “trap” meaning that in order to
benefit from modularity, also organizational structures, need to be adapted toward a
decentralized organization (Chesborough and Kusunoki, 1999 in Nonaka and Teece,
1999 as well as Brusoni and Prencipe, 2001). Pekkarinen and Ulkuniemi (2008) point
out that in the modular service offering the customer interfaces, the encounter processes
(Payne et al., 2008) and the boundaries between the customer and service provider
(Araujo et al., 2003) need to be understood better. More specifically, the kind of
information and knowledge that will transfer and share between the customer and
provider needs to be carefully considered.

The use of modularity creates many challenges e.g. how to manage information and
knowledge sharing and learning within the dynamic inter-firm context. The previous
research related to Knowledge Management and knowledge sharing are mainly
restricted to intra-firm topics (e.g. Davenport and Prusak, 1998; Alavi and Leidner,
2001; Mithas et al., 2005) and there is a shortage of empirical research on sharing
customer-related knowledge in professional organization’s relationships (see e.g.,
Campbell, 2003; Kerkhoff et al., 2003; Ballantyne, 2004).

Knowledge about customers is without a doubt an essential knowledge element in
creating modularity; however, knowledge for customers is also needed in the process of
relationship management (Gebert et al., 2002), meaning that in the best possible
situation, customer needs are mathced with the best possible expertise available. It is
crucial to know who knows what in the professional firm (e.g. Argote, 1999).
Knowledge from customers, meaning feedback on services used earlier and/or general
knowledge on prevailing and future customer needs, is an important aspect, whose
exploitation is significant in the process of service development (e.g., Gibbert et al.,
2002). All these elements of knowledge are important building blocks in expertise
service modularization.

2 Purpose of the paper

The present study focuses on value co-creation with the customer in projects utilising
innovative modular knowledge-intensive service offerings which are often complicated
based on the professionalism and specific capabilities in problem solving. In this paper
we explore what challenges can be identified in terms of knowledge sharing in modular
service offerings both intra and inter-firm contexts. More specifically, we aim to find
out, what kinds of challenges can be identified in relation to:

a) Intra-firm knowledge sharing in the service provider organisation.

b) Inter-firm knowledge sharing between the customer and the service provider.

At these two levels, we will analyse both tacit (invidual-bound) and explicit aspects of
knowledge sharing. Through an elaborative case study conducted in a company offering
professional services in customer projects related to engineering, procurement, and
construction management services we show how knowledge sharing between the
service provider and customer organizations can be developed by using the modular
service offering.



3 Modular service offering of knowledge intensive services

Managing the complexity of knowledge-intensive business services in customization
can be find through modularization, where services are seen as packages or bundles of
modular pieces that can be combined into various customized services (Pekkarinen and
Ulkuniemi, 2008). Modularization can also be defined as grouping functionalities which
fulfill the same customer needs and are used in several services in one module
(Hyotyladinen & Mdller, 2007). However, bundling services without client’s
participation may fail, e.g. delivery channel is not right, the modules do not produce the
mix of functionality, quality and price customer wants. As much as technology,
especially IT innovations are important to modular services, also social and non-
technological innovations are welcome (Aa van der and Elfring, 2002).

Benefits of the use of modular offerings in service development can be defined by two
properties: decomposition of the overall structure of a service which are a set of benefits
a service offer to a customer into defined functional elements describing the explicit
structure of the service and interface specifications defining how service modules will
interact with each other together within the service (Sanchez and Collins, 2001).

In service offering where modularization is used for creating new service combinations
within the customer interface together with the customer the service design of a new
modular service will also require the corresponding organizational changes. The
customer as co-producer brings flexibility to the service provider, but also changes the
roles of parties in the relationship and thus also the need and methods of knowledge
sharing in the inter-firm context. Modularity prerequisites low coordination within a
modular service architecture, however, in services the human touch-points with the
customer are inevitable and need a special attention in managing information and
knowledge transfer and sharing (Payne et al., 2008).

Modular architectures can provide flexibility and adaptability in the customer’s supply
chain; however, the use of modularity necessarily lead to changes in organizational and
supply network structures that need more attention in research (Araujo, 2006). One
example of the organization modules is an adaptive team (Saarel, 1995) as a self-
organizing structure of the knowledge transfer and sharing in service provision
(Schilling & Steensma, 2001) creating value to the members in inter-firm relationships.
The integration in supply chains can be made through the “orchestrator”, the leading
actor of the chain (Araujo, 2006; Dhanaraj and Parkhe, 2006); for example, the
customer can determine the power-control balance both in customer-service provider
relationships according its own sourcing strategy. Equally important factors for
coordination are the nature of operational explicit and tacit knowledge, knowledge
transfer intra- and inter-firm context and communication capability of tacit knowledge
transfer (Spring, 2003).

4 Knowledge sharing

As the knowledge-intensive business services are often detailed and complicated service
processes, they require more contacts with the customer to ensure adequate knowledge
sharing. Because customer’s motive to cooperate differs from that of employees, new
capabilities are required for both intra- and inter-firm knowledge sharing. The



relationship between own personnel and customers as co-creators of value also needs
tobe clarified (Pekkarinen and Ulkuniemi, 2007).

In general, intra-firm customer knowledge is collected from several sources and it is
related to all of the firm’s functions, and it can be used at different organization levels
(Kohli and Jaworski, 1990). Rollins et al. (2009) emphasize that sharing customer
knowledge between the buyer and the service provider should be a dialog between all
the parties from the buyer’s and service provider's side (Kohli and Jaworski, 1990;
Mason and Leek, 2007).

Routines and many common rules can be codified and exploit and transfer efficiently
through IT systems without human contacts. However, sharing tacit knowledge between
the customer and the service provider require the personal, social interaction at several
level of the organization. (Spring, 2003.) Human systems might also be able to redesign
themselves and enhance organizational adjustments and joint learning (Spring and
Araujo, 2009).

The elements and the processes in the modular service offering are clearly defined and
more visible to the customer; hence, the role of the customer in the whole service
process also becomes more visible. This helps the customer to take into account what is
required from them during the service delivery. As a modular service offering helps a
customer to manage the entirety of a broad and complex service, while on the other
hand, it can create fragmentation, and can appear as a rather exhaustive process to the
customer.

5 Method

This paper explores intra and inter-firm knowledge sharing in modular services of
business relationships. The theoretical pre-understanding will be elaborated through a
single case study of the service supplier with two sub-cases of its customers. The case
company (professional service provider) offers engineering, procurement and
construction management services to manufacturing companies in forestry, metal and
chemical industries and also to actors in public sector and commercial construction. It
became a part of a global group by acquisition in 2007 and brought in its loyal customer
base and its high technical skills. The customers (from small local to large global actors)
turn to the company when in need of construction planning, engineering,
implementation and start-up services. Usually the service projects are large investments
and the implementation spans from one to two years.

Data were mainly collected through semi-structured interviews with service provider
personnel as well as managers from two customer companies. Different types of
documents, e.g., customer magazines, company web sites, product brochures and a
specific service product model software presentation were also proved as important
sources of evidence and helped in triangulating interview accounts (Yin, 2003). Five
persons from the service provider company were interviewed at the service provider and
four persons from two customer companies (see Table 1). The interviews covered, quite
broadly, issues around the customer-service provider relationships, project cycles and
service processes. The interviews were recorded and transcribed.



Table 1 Interview Data

Date / duration of the interview

Organization Status of the interviewee -
(hour:min)

Case company Quality Manager 21.1.09 1:27

(service provider) Department Manager 23.2.09 1:41
District Manager 5.2.09 1:08
Office Manager 13.2.09 1:18
Vice President, Project 27209 1:38
Management

Customer Company A Factory Service Manager 28.1.09 1:16
Automation Specialist 5.3.09 1:19

Customer Company B Large Industry Project’s Owners’
Representative and 13.2.09 0:51

Production Manager

6 Empirical analysis

The service provider has developed a service product model (SPM) based on the
company’s best practices that was designed to combine the various dimensions related
to their service project management. The aim was to create an interactive and customer-
oriented generic service project management model modifiable to different customer
needs and applicable to multinational and —cultural projects. Thus, with the SPM the
case company’s value provision is generated from its professionalism related to service
projects as well as its capabilities accumulated from previous projects. The SPM
enables the visibility and transparency of elements included in the service project easing
the customer’s buying process.

From the service provider’s perspective the SPM justifies pricing decisions according to
required resources and provides a tool for managing human resources by enhancing
communicating the customer promise. The SPM enables a clear definition of the
responsibilities of the parties involved. Basically, the model means that all the processes
are carefully depicted in terms of what are included and who is responsible for each area
and task. As a result of this model, the software in question produces up to 100 different
documents automatically. With the innovative service offerings provided, the case
company’s value provision is generated from its expertise as well as its capabilities in
knowledge sharing (explicit and tacit) with its customer.

The model itself can be seen as a form of modular service offering because if puts the
whole service into smaller independent parts, into functions, processes, tasks and
deliverables. In addition to the modularity identified in this new model, other types of
modularity can also be found in the case company. For example, the organization of the
company includes several internal companies, so the case company supplies some
modules and tasks from other internal partners, and also offers modules to them. Project
customer-specific teams with multi-skills members are organized after a decision by the
customer about the service agreement/project has been made. Also, external parties are
involved in the supply network of the case company, e.g., architects’ services.

In developing the model, one of the driving forces has been the need to ensure a
sufficient knowledge flow both inside the service provider organization as well as with
the customer organizations and other partners. Typical challenge related to services



industry is the problem of specifying the service which actually can be seen as a kind of
knowledge sharing problem. In addition to this, the basic feature of any project
business, the uniqueness of projects and interest in standardising and copying parts of
projects can be considered as a internal knowledge sharing problem. The following
quotation aptly illustrates the two drivers of developing the kind of modular SPM
model:

“One of the main reasons behind developing the model was that we need to
increase our visibility towards customers, what is included into our work, how
the work proceeds and to agree upon these beforehand rather than arguing
afterwards about the contents of the contract. Another aspect was the inner aspect
meaning that typically in our business that a new project emerges we start to
bounder about whether we have done something similar earlier with some
customer and who from our side was involved.” Vice President, Project
Management

Internal knowledge sharing in modular SPM. In the case company, the internal
knowledge sharing was considered as one of the key issues in successful business on the
level of the whole company. This was evident for example in terms of modularity in the
organization. The organizational modularity case organization becomes apparent in their
organization structure and their large network of service sub-suppliers. Partially because
of recent acquisitions the case company is structured in a de-centralized manner which
allows quite free self government of the affiliates and branch offices. They have only
four main offices globally but altogether there are hundreds of offices in 47 countries.
This way they can provide a globally wide network of offices that can provide localized
service while giving them support from the head quarters level at the same time.
Knowledge sharing between the units and experts located all around the world was seen
as essential.

“..There’s one offering process going on in Denmark this week which | think is a
good example of this flexibility. We have a small office there at that locality in
Denmark that is used to doing thing with the customer but this time the project is
so large that they don’t have the resources. And the customer doesn’t believe that
the small office could handle it either. So we have cooperation between our
Danish office and Finnish office. --- We maximize the things we can do there and
then take some typical process managers or leaders from here. In a way we agree
that that the project’s responsibility is in here because it is so big. --- by offering
this combination we believe that we have a better shot at getting the job. If we’d
offer only from Finland I don’t think it would be enough. And if we’d offer just
from Denmark it wouldn’t be enough.* Vice President, Project Management

In addition to organizational modularity, knowledge chasing was important aspect also
in terms of processes, especially related to the nature of project business. Knowledge
sharing between different projects was seen as important. The case company had a long
experience in the business and naturally they tried to take advantage of the knowledge
accumulated over the years and projects. New projects were planned according to
previous experiences but this was often considered difficult due to non existing database
of the previous experiences. The knowledge actually was only attached to certain
specific experts.

“When copy-pasting the texts from old project plans to new project plans, there is
always the risk that we have no clue whether there was a certain reason to do



something in a specific way in the old projects. The reasons were not usually
written in the project documents. Thus, this kind of copy-pasting of old texts
could make things seriously wrong.” Vice President, Project Management

The newly developed SPM model was seen as potentially very valuable tool in intra-
firm knowledge sharing. However, in the company, the adoption of such model faced
some difficulties. For example, in terms of the SPM model and the actual content of the
software, it is essential that the experts of the company working in customer projects
use the model and contribute also the content of the software.

Inter-firm knowledge sharing in customer interface. In professional services business,
the knowledge sharing is an essential issue within customer projects. Firstly, in terms of
defining the service and forming a common understanding of the content of the actual
service exchange requires a lot of knowledge sharing between the counterparts in terms
of customer needs and requirements, service provider’s understanding of these and
project implementation plans. From the customer organization, this process of defining
the service as well as the whole service process usually requires a continuous decision-
making and communicating these to the service provider. The customer representatives
in the project often need to communicate the issues relevant to the decisions to the
higher levels of the organization due to levels of authority within the customer
organisation.

The need to extensive knowledge sharing often resulted in emphasising personal
relationships within the business relationships. In complex customer projects, the
customers often preferred to use the same service providers and specific experts in them
to ease the problem of knowledge sharing. The well-known experts who the customers
felt were familiar with the customer’s needs were preferred.

"Instead of going through extensive negotiations, we prefer just to call them [the
service provider] and ask them to send a certain guy here. We will show him
what he needs to do. It takes just an hour because he knows our systems so well”
Factory Service Manager

The person centered way of ensuring the needed knowledge flow between the service
provider and the customer company is of course potentially very risky for the both
parties in case of personnel changes for example. In order to avoid these risks, the
service provider tries to increase the use of the SPM software.

7 Conclusions based on findings and implications

With respect to internal knowledge sharing, in modular organization it is essential to
develop means of sharing knowledge between the organizational units and experts.
Especially within a professional services context, the existence of different types of
expertise within different business areas is essential. Important knowledge to be shared
inside a service provider firm is related to e.g. competencies that exist in the company in
terms individual experts. Also, the standardization of the work and exploiting previous
projects requires a specific type of knowledge sharing in the studied context.

In terms of inter-firm knowledge sharing, especially in the customer interface the role of
personal relationships as means of knowledge sharing or avoiding the problem of



sharing knowledge in the service process was evident. In modular service offerings the
knowledge attached to the service modules, e.g. in terms of offering variability may be
something that actually needs not to be thoroughly communicated and shared with the
customer. Complex services may be even more complex to the customer if every little
detail need to be discussed. In fact, this illustrates that consideration should not be put
so much into the amount of knowledge to be shared with the customer but more to the
quality and nature of the knowledge.

This paper contributes to the discussion about the role of the customer as a value co-
creator in the b2b relationship and the discussion of the challenges in knowledge
sharing within professional modular service offerings. The study highlights the
communication needs and challenges in intra and inter-firm knowledge sharing building
the modular service innovations.
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