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WORKING PAPER

Knowledge Management in Designing and Developing ICT Consulting Servige

Abstract

The demand for ICT services is increasing among SME’s dsawédhrge corporations in
Finland. Nevertheless, many ICT service providers are stlenproduct than service
oriented in their businesses. The movement from product business te $ersiltess is not
so straightforward as one might think. This paper examines dlee af knowledge
management in the design and development of ICT consulting seriiitegit seven
practical cases. First some well known existing knowledge mareageframeworks and
models are combined into a new model. Second, this new model will dg¢ausgamine
the empirical material collected during seven practicakesaof ICT consulting service
design and development. Finally some managerial as well asnacanheplications are

drawn concerning knowledge management.

Key Words: knowledge management, ICT services, service design and devefemt

Introduction

Background

According to various research institutes, spending on ICT (informatidrcammunication
technology) outsourcing in Finland is expected to increase in tlmviof years (Aara
Finland Oy, 2003; IDC, 2003a; IDC, 2003b; IDC, 2003c; Market-Visio, 2003a; ettark
Visio, 2003b; Meta Data, 2003). This increase is going to take placacall sizes of
companies, from small and medium-sized enterprises (SMES) ge t@rporations. In
these ICT projects a clear majority of time and effotdesl (as well as probability of
success) is decided upon already in the design phase (Artto, 199#). thiff essential
phase for the success of the project is handled by traditional ¢ogquibviders, or by the

same ICT service provider that is delivering the actual system.

The potential irrationality here is that SMEs are more oftan usual reluctant to pay large

— or even “normal” — amounts for ICT consulting services. This hasypes of challenges

1
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depending on whether you are a consulting service provider or an ti€esprovider.

First (1), from the consulting providers point of view, as they ofterhgt revenue based
on time and efforts consumed, they are not even interested in progahsglting services
in smaller scale. Second (2), from the ICT service provider's pbwiew, the ICT service
providers and their managers do not necessarily have the expeneeded for service

business.

Since ICT service providers’ main objective is to sell theadCT system, it can be seen
that they are more likely to develop service competencies thditidnal consulting are to
change their earnings logic. However the ICT service progidmre interest area has
traditionally been the technology development, not the marketing comspe(R®ao and

Klein, 1994). In practice the ICT service providers have not cledefijned their ICT

consulting service offering for their customers. This means hleatustomers are not even
sure what they are getting by paying tens of thousands of emra®risulting services
(Buckley et al., 1992; Skaates, et al., 2002). This kind of inexperienceacse severe

difficulties with service delivery (Gummesson, 1994).

There are studies that have been focused on service design and denel@wme of these
studies have focused on different tools — such as “industrializati@vit{, 1972, 1976;
Quinn and Paquette, 1990; Quinn et al., 1990), “service blueprinting” (Sko4@&4,
1987), “tangibilization” (Levitt, 1981), “service scripting” (Solomon a&t, 1985), or
modeling in general (Bullinger et al., 2003) — that have been useldeimdsign and
development process. And others have focused to the design and development peticess its
(Scheuing and Johnson, 1989, Vaattovaara, 1999; Kaitovaara and Hydétyldainen, 2002,
2003).

According to the fore mentioned researches — that focused onrdgbesg itself — the

processes involved a lot of information gathering, processing andemamg. Kaitovaara

SIN0IdS |4

and Hyotylainen (2002, 2003) even pointed out that the process would be imgetest
examine from a knowledge management (KM) perspective. This sioty at doing just
that. In the study the question will be approached both form literptuneé as well as from
a practical case point of view. The two following sections 1.2 and 1ll3describe the

goals and structure in more detalil.
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Objectives of the Study

The goal of this study is to examine the service packaging ggdtem a knowledge

management perspective. The research objective is two fold:

1) To build, a draft knowledge management taxonomy for a servicendesig

and development process to be used in later studies, and

2) To find out, what have been the enablers for knowledge management in

the service design and development processes?

Structure and Audience

To meet the objectives of this study, it is divided into five chrapighis first chapter deals
with very basics of the study. It gives on overview on the subjdzarad and outlines the
research problem as well as objectives. Chapter number two c@tesrn appropriate
literature available from knowledge management. The third chapésemts the case
company and its environment and the challenge that was soughtveer aosin chapter
four a model for knowledge management in a service design and deealoprocess is
built. Finally, chapter five deals with the summary of the findimganagerial implications

as well as gives suggestions for further research. Figure 1 belowatibasthe structure.

Figure 1 The structure of this study.

This paper is targeted to both academics as well as businessmen. Academrcditciiom
the draft knowledge management taxonomy built for the service packaging pesaksse
it to further study the service packaging process from a knoeledgnagement
perspective. Businessmen - especially development managdSTigervice provider
organizations - can profit from the practical cases of an I@icgeprovider to understand

what enablers must be in places, in order to succeed in service packaging projects.

Sprouts - http://sprouts.aisnet.org/4-28

vl

sinoxdg|-



Knowledge and Learning Theories

Knowledge is an intangible source that can be either seenysasphn asset, with a
possibility to harvest, store and share knowledge or in a more conaagx with
combination of codified explicit and silent tacit knowledge or individuatl social
knowledge (Spender, 1996). Either way, knowledge is seen as al geScarce in the
development of sustainable competitive advantage and firm growth (Y\edo2004). In
order to benefit from knowledge, organisations must identify theirxikhowledge from
individual employees and guide the knowledge from them to the whole atanis
(Spender, 1996). Hence, two core knowledge processes can be disgdgunigknowledge

management: knowledge creation and knowledge transfer (von Krogh et al. 2001).

Nonaka and Takeuchi (1995) explain knowledge creation, with the spiralsprace
converting tacit and explicit knowledge in their SECI model. Crosstaml. (1999)
concentrates on organizational learning in combining the knowledgenghmacess with
organizational levels. And finally, dominant logic forms filtetts;ough which knowledge
has to pass in the way of being accepted as organizations cob@&mawviour, action, and

knowledge.

Challenges in Codifying Tacit Knowledge to Explicit Form

Knowledge is divided to two types of knowledge: explicit and ta&ikplicit knowledge
refers to codified knowledge that is transmittable in formal,esyatic language and is
easily transferred and stored by using for instance informattmdogy (see for instance
Nonaka, 1994, Woo et al., 2003).

However, knowledge that can be expressed in words and numbers onengpie tip of
an iceberg of entire possible knowledge packed in brains (Noh884). In KM literature,
this unexposed part of knowledge base relies, more or less, on Poldieory of tacit
knowledge (Stenmark, 2001). Tacit knowledge is installed in human brdinaam be seen
for example as expertise, understanding, professional insight doasea result of
experience (Woo et al., 2003). Because of its intangible and persahale, tacit

knowledge is hard to formalize and communicate (Nonaka, 1994).

Further defined, tacit knowledge belongs first to individuals and defiges what they

have experienced. The unique knowledge may even be unconscious to the owhers of

knowledge, which makes the codification to explicit form even harGepsgéan et al,

4
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1999). Use of this implicit knowledge is sometimes associated with intuition (B20@2).
This means that especially experienced workers may not figurecomplex problems
entirely rationally. Instead they are relying on hunches, résog patterns and drawing

intuitive analogies, and parallels to other seemingly similar situatiarskinen, 2000).

From an organizations point of view, tacit knowledge could be an impaattibutory
factor to the success of the company. However, codification lad utilization of this
elusive tacit knowledge is difficult. Stenmark (2001) points out treasons, what hardens
the codification from the perspective of an employee or expestly{d), employees are
not fully aware of their tacit knowledge. Secondly (2), there naybe a personal need to
make it explicit, while the employee is already able to lactthe guidance of tacit
knowledge. And thirdly (3), employees may even feel that codifyimar town tacit

knowledge, they may loose a valuable competitive advantage.

Even though, codification of tacit knowledge is challenging, iteeded in organizations,
when new ideas are brought from individuals’ to organizations awaeNesertheless,
codified tacit knowledge is not enough alone, also explicit knowledgeurces such as
data warehouses, written documents and guide books are equally réechxhnation of
these two creates functional base for knowledge creation and transfeak@\@994).

Four Modes of Knowledge Conversion

Nonaka and Takeuchi (1995) model (SECI model) the transformation widuai implicit

knowledge into common external knowledge within an entity as a spiral préoessding

to Nonaka (1994), tacit knowledge and explicit knowledge are seen as mutuall

complementary entities and the dynamic interaction betweemwthtypes of knowledge is
seen as a process, where personal knowledge becomes organisationbddd@mow
Interactions in organization encourage its individual members to dewmelsgknowledge
through new experience, and this makes the model dynamic. (Scharmer, 2000)

In the SECI model knowledge creation takes place through two interguibcesses. First
(1) is the continuous interaction of tacit and explicit knowledge, hvidcreferred as
knowledge conversion. In this interaction knowledge development comprisentdeaie
both knowledge types and the key role is given to interaction of tgpes. The second (2)

process concerns social interactions. Here the individual knowledge foentrucial basis
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for knowledge development but the organization is an important mediabor Kfogh et
al. 2001)

The two interactions are combined in the SECI spiral, where congekabwledge takes
place in four modes (see figure 2). The four conversion processesebetive two types of
knowledge are, socialization, externalization, combination and interinahzé\onaka and
Takeuchi, 1995)

E:> Tacit Tacit I@

Tacit Explicit

Socialization f\Externalization

A~

A%

Internalization Combination
Tacit Explicit

= <l

Explicit Explicit

Figure 2 Four Modes of Knowledge Conversion. (Nonakand Takeuchi, 1995)

Socialization is a first phase in knowledge creation. It is agsof creating common tacit

knowledge through shared experience. Knowledge sharing is often ddmsutwéver
producing explicit knowledge. Socialization is a field of inte@ctiwhere individuals
share experiences and then learn through observation, imitation, andeprédbnaka
1994)

Second mode of conversion is externalization. Process contains &rtctdait knowledge
into explicit knowledge, often with the help of metaphors, analogiesskatdhes (Nonaka
1994). Because of its nature, tacit knowledge is difficult to cannter explicit knowledge
(Boiral, 2002).

Combination is a process of assembling new and existing exghoitvledge into a
systemic knowledge, such as a set of specifications or guideboolks riexww service
prototype. Explicit knowledge can then be shared in meetings, via dotgjreemails, etc.,
or through education and training. In this process the newly creatddnt is combined

with existing knowledge and often materialized into something tamgibhe use of
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technology to manage and search collections of explicit knowledgelliestablished. A

typical activity here might be to put a document into a shared database. (Nonaka, 1994)

The last knowledge conversion phase is internalisation. In ordeacttoon formed
information, individuals have to understand and internalise the codified knawlgfdg
others. This internalisation involves creating own personal tacit letmel By reading
documents from many sources, individuals have the opportunity to cr@at&nowledge
by combining their existing tacit knowledge with the knowledge ofrethgowever, this
process is becoming more challenging because individuals have twitleaver-larger

amounts of information. (Nonaka, 1994)

Organizational learning framework

Building of collective knowledge in the 41 model is based on fouteelgub processes -
intuiting, interpreting, integrating, and institutionalizing - that wcover three levels:
individual, group, and organization. Intuiting and interpreting occur antheidual level;
interpreting and integrating happen at the group level; and integyaatih institutionalizing
take place at the organizational level (Crossan et al, 1999). yitemit and layered
aspects of 41 model are shown in figure 3.

Individual Group Organization
| Feed Forwar >
Intuiting ]
Individual — ]
Interpreting
A ¥
Flooyv R
\\ \\\
e \\ \\\\
\\ T — .
€c \\ Integrating
Group \\\ \
: X v
a \\\ \\\
Ck \\\ \\§_ . . . .
IS Intitutionalising

Figure 3 Organizational learning as a dynamic procss (Crossan et al., 1999)
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According to Crossan et al (1999) the four sub processes are described as:

Intuition is a uniquely individual process. At its most basic leveljviddal learning

involves perceiving similarities and differences, patterns andibpidgess. It means that
after the learned skills are repeated again and again, tme bEcome tacit knowledge.
Experts may not be able to explain their actions, their action basenconscious
knowledge or skills — on intuition. (1999: 526)

Interpreting is the explaining of an insight, or idea to onefsasel to others. This process
goes from the preverbal to the verbal and requires the developmemigofdge. This
process spans the individual and group levels, but it does not extendorgdhezational
level. (1999: 528)

Whereas the focus of interpreting is change in the individual's stadeing and actions,
the focus of integrating is coherent, collective action. For coheremevolve, shared
understanding by members of the group is required. Same languageagamts and

shared practices are necessary for integrating processiéiatlyi it is informal. If the

process is coordinated and routinized the learned actions or knowledge ebecom

institutionalized. (1999: 528)

Institutionalizing basically mean that individuals may come and gowbat they have
learned as individuals or in groups does not necessarily leaveheith The learning that
has occurred by individuals and groups are embedded into the orgamizatiuding
systems, structures, procedures and strategy. Tasks are defitieds &pecified and
organizational mechanisms put in place to ensure that certain actions (1999: 529-
530)

41 model describes organization learning as process, where thestages are identified,
interactions among the three levels of the organization argmizea and the influence of
the individuals on the dynamic creation of knowledge is described dgdteback and
forward elements. This means that learning is a continuing proedsse previous
knowledge can either enhance or prevent further development. The nem@ravides
explanations on the links between creation of knowledge and its adapiatd shared

standards, deeds, acts and performance. (Stevens and Dimitriadis, 2004)
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Dominant Logic and Knowledge Creation

Knowledge creation has been described as a process of sharindedgwwamong
individuals and also describe as highly dependent on the conteledrs created for and
from (Nonaka and Takeuchi, 1995). Therefore, all new knowledge sways useful to a
broader range of people. The knowledge has to be insured as worttonbgl@dopted first
by other individuals and finally by whole organization. This proceas be called
justification process, where the organization’s dominant logicspdelyimportant role as a

filter on the way approval. (Von Krogh and Roos, 1996)

Justification is a dynamic process (see figure 4), wheren¢lwe knowledge is rejected,
returned or appropriated. Rejection happens, when the knowledge iscevee as useful
or relevant, since it does not contribute to the existing knowledgeibasy useful way.
But if the new knowledge has some valuable features, insteageofing it, the knowledge
gets returned for further elaboration. Finally, if the knowledggppropriated as commonly
acceptably knowledge, it becomes existing knowledge, which can bas§astified true

believes’. (von Krogh et al. 2000)

Returned
knowledge
Existing
knowledge
N ?
ew q "Justified true
knowledc€
Rejected
knowledge

Figure 4 The locus of justification in knowledge ceation (von Krogh et al. 2000)

In figure 4, von Krogh indicates with the question mark that juatific is a diversified
mechanism rather than a simple take it or leave it situatibis. Mechanism contains a
method for filtering the incoming knowledge that is described as doinimgic. Dominant
logic is the way in which managers conceptualize the business akwl arntical resource
allocation decision (Bettis and Prahalad, 1995). Addition to this,sBatitl Prahalad (1995)
continue that dominant logic is also an information filter, a funnéleres the relevant
9
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information is incorporated into the organization’s strategy, Bystealues, expectation,
and reinforced behavior. In this funnel, occurring of these incormbespects is seen as
organizational learning. When organizational learning occurs, domoginti§ also slowly

shaped to reflect the new learning. (Bettis and Prahalad, 1995)

On the other hand, von Krogh (2000) differentiates dominant logic asscoffgknowledge,
images of knowledge and ideological values. Corpus of knowledge detsrthéanplicit
theories and understanding of the corporation and the business the compfunattions.

This includes implicit theories about the core competence ofdipoi@tion and defining

the business through method such as benchmarking. Images of knowledge secify

processes for knowledge creation, where the new knowledge i§ &eotained through
different patterns such as authority of presenter or the custbmeg of work. Finally the
knowledge is evaluated through the ideological values, where the anpertof the
knowledge is reflected with the ideology corporate wish to emph@sis. Krogh et al.
2000)

Von Krogh and Roos (1996) also add self-reference as part of dominantTlbgic state
that everyone has a unique set of experience that makes theamdeeact to things
differently. In this sense all knowledge that is gained by ma is developed through

individuals’ own justification process as well as organizations justificgirocess.

Case Company

Description of the Company

At the time (2001 — 2002) of the cases the company was known as Shnéoa
International Ltd. It focused on providing ICT services to companiedl gfzes. Later on
(during 2002) it and all the services it was offering were pa@ted back to the mother
company — Sonera Oyj. Approximately a year after that (2003)r&ddyg and Telia Ab
announced a merger of equals. As the people that were involved irstéseasawell as the
services that the cases concerned are currently a part ieSdeéra Finland, the case

company will be referred to as TeliaSonera Finland. Figure 5 illustifaitedevelopment.

10
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2001 .
SoneraPlaza SoneraJuxto + Others... sSonera OyJ

2002 /,/':,/:f:"xjuxto xPlaza | xOthers

-7 Sonera Oyj
2003 ',,4{:’::::7,
IcT . .
‘\\Business_/ . ‘*~-~-.\Sonel’a Oy] Te“a AB
04| 0 o N
TeliaSonera
\\ \‘\TeliaSonera TeliaSonera | TeliaSonera
2005 ™ ‘T Finland Sweden Others
v N

Figure 5 Short-term history of TeliaSonera and oftis ICT focus.

Roughly the same focus on the ICT business is still the sathi WeliaSonera Finland.
As the cases are dealing with ICT services, that will bemben focus in TeliaSonera

Finland that we will be focusing on.

TeliaSonera Finland operates in field of telecommunication ssvikhe yearly revenue of
TeliaSonera Finland is around 2 billion €. The share of ICT businesusmd 70 M€
depending on the classification of ICT (70M€ does not include anfictreliarges).

TeliaSonera Finland currently employs around 6000 people.

IDC (2003c) categorizes ICT services belonging to three grauaps: 1) project services
(consulting, system integration & custom application design), 2) outegufcustom

outsourcing & xSP services) and 3) customer support services (deEogport services
and training). Market-Vision (2003c) uses a little bit broad¢éegmization as they divide
ICT services in to 1) hardware and software support servicespridulting services, 3)
training services, 4) application development, integration and impkaten services as
well as 5) management services. Although the categanizdiffer a little bit the content is

pretty much the same.

TeliaSonera Finland has quite wide ICT offering. The offering cogeerything from data
and voice networks, to workstation and server management all the owagrizontal

application platforms. To use the categorization of Market Vi&@038c) TeliaSonera

11
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Finland offers three types of ICT services: 1) hardware and/a@tsupport services, 2)
consulting services in a relatively small scale, and 3) mamagieservices, which form the

very core of their offering.

The ICT services offered by TeliaSonera Finland are targetede whole business-to-
business segment from SMEs and to large enterprises. Thenshapis to customers in
this area are generally long term in nature. Length of theamistis usually a minimum of
two years and they often comprehend several individual ICT senAaethe relationship
with the customer grows and develops in time, more complex and sogtedtservices are
adopted by the customer. As a customer grows the set of sefnooesone particular

service provider he also becomes more locked-in to that partjgrdaider. This in turn

makes it very challenging to gain those customers that hawedglehosen another ICT

provider.

Research Methodology

The empirical material was collected during seven cases afagang ICT consulting
services that were conducted during 2001 and 2002. One of the authorddidgajyacted
as a project manager in all the seven service developmenttprajere ICT consulting

services were designed and developed.

The selected method for the cases is action research (AR)canstructive research
approach that is of interpretive nature. AR differs from caseystadheory is developed
bivalently: theoretical understanding of both the object to be testedinderstanding the
change process associated with the process of testing. Thaliffeientiator between the

methods is the role of intervention on the same research topic. Aesearchers are

encouraged to adopt an interpretive assumption and use more qualitative approaches.

According to Susman and Evered (1978) AR can be viewed as eatymiocess with five
phases:
1. diagnosingjdentifying or defining a problem;

2. action planning,considering alternative courses of action for solving a

problem;
3. action takingselecting a course of action;
4. evaluating,studying the consequences of an action;

5. specifying learningidentifying general findings.

12
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This type of research has been the target of criticism fromipsis (Kock et al., 1997).
Nevertheless, AR offers an opportunity to understand a phenomenandontext. The
general aims of the approach are to contribute the reseandilas the practical concerns
(Baskerville, 1999; Baskerville and Wood-Harper, 1998; Checkland and Hol@&S8;
Jarvinen, 1999; Stowell et al., 1997; Susman and Evered, 1978; Yin, 1984).

In terms of research design, constructive approach can be defimeahagerial problem
solving through the construction of models, plans, organizations etc. Caoinstsufer

here to entities, which produce solutions to explicit problems. (Jaraimgdarvinen, 1995;
Jarvinen, 1999; Kasanen et al., 1993) Interpretive research can helpchresedao

understand human thought and action in social and organizational contéits dKd

Myers, 1999).

Starting Point and Reasons for Change

The cases that will be presented in this study focused on the sawmmmdf the ICT
business that TeliaSonera Oyj is involved with — that is the comgdérvices. At first the
consulting organization that was producing consulting services was tingealy

internally. As the organizational and environmental changes in theelsgscontext - a
change from an internal service provider organization (providing irteemgices to other
units of the company) to the external one dealing with real figdytustomers — took
place, changes for the consulting team were inevitable. Basittedl service offering of the

organization was seen to need efficient development efforts.

As the ICT consulting service offering was examined, it determined that in general the 5Fl¥
consulting services were quite hard to grasp outside the consultingizatgan. For
example the sales unit found the ICT consulting services quite haelltdhey did not

know what the kind of ICT services the consulting organization provided, ahdwhat

sinoxdg

price. Moreover the consulting organization itself felt that thdityuzf the services should
be improved as they are now dealing with outside customers and tisatiee should be
produced with a greater efficiency. In addition the managemenhé&lthe knowledge was

maybe a little bit too much bounded with individuals.

Altogether, the goals aimed at 1) greater efficiency, Zebeuality and 3) capturing the

intellectual capital of individuals. This led to a series of sedevelopment projects that
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were all packaging consulting services. The first cased@abng more with packaging an
existing ICT consulting service and the six following ones witheltiging a totally new
packaged consulting service. The next chapter will describe thess and their results in

more detail.

Service Design and Development Projects

[The outcomes of the ICT consulting service packaging projectshardly described here
in an extent and detail that will not be harmful for the case coynfram a competitive

point of view.]

The first project dealt with developing an existing ICT consultsegvice further by
packaging it and the six latter projects with designing and dewgjopw ICT consulting
services from scratch. All the seven projects as well asitbeICT consulting services

were pretty much identical in structure.

Susman and Evered (1978) consider all five phases to be necessamgofopr@hensive
definition of AR. Although there are a variety of different research favittgn the class of
AR approaches (see e.g., Lau, 1997), this five-phase process wwésdastaaightforward
for this study. As described earlier in chapter 3.3 the ICT conguitrganization was
facing certain challenges (1. diagnosing), and actions were planmedpond to them (2.
action planning). Actions were taken (3. action taking) in the fornmeffitst design and
development project. The results and experiences from this fjstpwere then evaluated
(4. evaluating) and results were identified (5. specifyingniag). Based on the results
from this first project the used method and approach was then fudidralso in the six

following projects.

In this paper, only those activities in the process are exarthiae@dre performed after the
project has been decided to be launched. So the questions essiemttal thie project start
such as how the original idea is developed into a project or how dfEcippmanager is
selected are not explored. The design and development project is consideicti/ber (=
just before) the ICT consulting service is rolled-out. The fouinnsteps that were

identified in the projects are illustrated in the figure 6.
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Idea | Prepare Develop Pilot Inplement g Roll-Out

Figure 6 Main steps in the design and developmentqcess (Kaitovaara and Hyotylainen, 2002).

Before the idea has been formulated into a form of a projegbréparestep is needed for
a well-defined ICT consulting services offering, and the projactHis effort is started by

setting up a core development team. In the stegesign & developthe team defines the
content and gathers information, which can be also used for marketpagpsr Hence, the
ICT consulting service is created and documented, and the impleroerpaticesses are
defined. Based on the experiences and feedback in the evolutpiargtep, the ICT

consulting service is modified. In thenplementstep, internal activities will secure the

fluent roll-out of the finalized ICT consulting service.

These four main steps are further divided into 12 phases. The piogless is depicted in
the figure 7 below (adapted from Kaitovaara and Hyotylainen, 2002).

Selling the
service
tothefirst
customers

ICT service Service
specification contet ) ————————— | intemal | [ | eeeeeeeeeeeeeeeen
ifyi \ definition creation
= pmrgsa Bstablishing Piloting with Rol-out of the
! solution, rarming the core (extemal) ICT consulting
e development custormer service
| project manager / team ) Docurrenting .
| forthe project / ICT senices the corntent Fndizrgard 1\ -
im for al parties, coretzalon
. incl. marketing, el
Gethering sales etc.

Figure 7 The process in the case of ICT consultingervices.

The design and development of ICT services starts with thélisetaent of the core
development team and it is considered to end when the ICT consuttingess rolled-out.
The phases that lie on the same vertical level can be completed am less
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simultaneously. Table 1 describes the phases more accurately (adaptéthitovaara and

Hyotylainen, 2002).

Table 1 Description of the phases in a design anagdelopment process of an ICT consulting service.

Establishing the core
development team

Phase Description
Prepare Before the actual ICT services packaging project sart, the core development tea

has to be established. This is most likely an #gtior the project manager to do. T

M
e

members of the core development team should regrafiehe necessary parties that are

needed when offering the ICT consulting serviceeraits roll-out. In this way, al
necessary standpoints are taken into account.

Design & Develop
Service specification

definition

The core team sets target specifications, by reagussues such as market potent
customers and the business logic, for the upcor@igservice on consultation. Th
phase sets boundaries and aims at a common unubngfeof the goals among th
project members.

Design & Develop
Services and tasks

information gathering

It is often possible that there are some prelimid&T services and tasks to start wit
Hence, related information and knowledge on thdiqdar consultation is gathere
around the organization by the core developmenhidgased on this, an overview
generated on what already exist and what has twdated. Also information concernir
the particular business area should be gatherdd.iffformation will form the basis fo
the high level concept and specification.

Design & Develop
Service content

creation

The content, including such issues as the theamethe current consultation subje
methodological issues, pre-defined delivery andlémgntation processes, and a se
questions for the customer are collected, ancheaded - developed. The purpose of {
phase is to define the overall methodological franmi as well as the actual content.

Design & Develop
Documenting the

content for all parties,
incl. Marketing, sales
etc.

After the content and framework of the consultapooduct are specified and develope

those ideas are put on a paper. Also materialrftarmal and external marketing a
sales efforts are created e.g., easy-to-understhdes, brochures, and reports. T
phase helps the knowledge transfer that has tomeucted in situations such as traini
the usage of the ICT consulting service or intecoshmunication purposes.

Pilot
Prototyping with
internal organization

ICT consulting service can be prototyped with ingrorganization, in order to test a
evaluate its usability. This phase has its affecthe content of the ICT consultin
service and it acts as a general rehearsal foexteznal piloting phase. Its purpose is
make sure that no essential issues have beentiemgot

Pilot
Piloting with
(external) customer

Piloting with external customer or customers giwesuable feedback of the IC
consulting service — such as the ICT consultingiserdelivery time and the conte
suitability for the customers - for the core depeient team based on the mar
perspective. This is a very essential phase, $mcefar the team has been dealing W
the development — without just any specific exteww on the subject. This phase al
has great motivational aspects in the form of cerfce and trust.

Pilot

Tuning the material
for marketing, sales
etc.

The documentation is revised according to the feekibgathered from the intern
organization and the customer. The material is Atetuned to pass the possible I
service provider organization’s brand demands abititan be externally marketed.

al
LT

Implement
Selling the service to

first customers

Before selling to the internal organization, theduct has to be sold to first re
customers. This will increase the credibility oéthiCT consulting service, as it can
proved that it really responds to the market demand

21
pe

Implement
Marketing the service

for the internal
organization

Changes on organization’s existing ICT services tauks, especially those that 3
described as people-processing professional serviggh a high expertise IC]
component, needs to be sold for the rest of the 4&Tice provider organization. Th
phase will increase awareness of the developedcliBulting service and its delive
process.

7

<

Implement
Finalizing and
concretization of the
material

When the product is being sold to the internal pizgtion, there will emerge discussic
and feedback that has to be incorporated to tha fiersion, so that it will get th
internal organization’s approval. In this finalizat and concretization phase the diffic
service is transformed into as a concrete sendqeoasible for the customer.

1}

t

Implement
Training the service

for the internal
organization

After the ICT consulting service is concretizedhas to be trained to the people that

be dealing with it. The purpose is to ensure thasé people will have wide enough

competence and expertise to carry out their paitsodelivery process. In this trainin

vill

g

phase also all the documentation will be handed out
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The final ICT consulting services were basically well-definand easy-to-understand
template packages to be communicated for both the targeted cistmlethe employees
of the case organization. With a pricing model and a serviceipksey customers know

what is included in the particular ICT consulting service and what it costs.

The actual document templates of the packaged ICT consultivigesavere divided into
three different types — reflecting their depth — 1) frameworlgr@tess and 3) document.
The framework (1) type covers service descriptions, variousiegsm slides, and price
lists. This material mainly helps explaining and depictingapproach and context of the
service product. The process (2) templates is used to describdfénent phases of the
process in process charts, the associated tasks and corresposidiotestaiptions - such as
responsibilities, inputs, outputs etc. The document (3) templatesdiveded according to
the different phases. These templates included namely instruatidritbe actual questions.
The overall number of documents in the template package was close to a dozen.

In terms of the packaged ICT consulting service’s implememtgirocess the customers

will first receive a certain amount of preliminary work tietelated to the content of the

forthcoming workshop. Subsequently, the consultants arrange a workshop for the customers

within their premises, and the consultants create various notes tagheé customers’
responses to their questions. Afterwards, in a fixed delivery time, whicle&lglmformed

to the customer during the sales phase, the consultants crdate e@ttain methodology
new documentation and slides. In the last meeting with the custothergonsultants
arrange a presentation gathering in which they give the resuhe @onsulting study and
proposal for the future development efforts and projects. These outcoares nat

supposed to be left on the shelf but for real use for the developnogettp to come. The
preliminary works to the customers, the workshop with the relatedigou®sthe agendas
for the workshop, and the presentation gathering, as well as thetustr for the

contributions are all a priori defined - as ready as it is ples$or the future customer

cases.
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Knowledge Management Taxonomy and Enablers for an ICT Consulting &vice
Design and Development Process

In here the purpose is to unite the KM models examined in chapteaswvell as the
practical experiences from the design and development caséise Athree frameworks are

united into a single model in figure 8.

W Tacit Tacit @

Socialization Externalization

Tacit 1. Establishing - - Explicit
the core
development
team

o | ;o NN
0, Identifying | 7 N
i ! / N
packaging asa | {7 NN
solution, naming | N AU
\
Vo
Vo
Yo
o
[
|
i

project manager E

Intuiting Internalization

] Combination

[ ] Interpreting

I integrating

[ | Institutionalising

(O Justification ey

Tacit Explicit

E Explicit Explicit <£‘

Figure 8 Taxonomy for examining knowledge creationand transfer in a service design and

development process.

As can be seen Nonaka's and Takeuchi’s (1995) SECI model therfsundation of the
taxonomy. In addition the framework of organizational learning (Crossal, 1999) as

well as the principles of justification (Von Krogh et al. 199& embedded to the model.

This combination of the three different models provides a quite commigketaxonomy
to be used for examining the design and development process from knouriealien and

transfer perspective.

The different phases of the design and development process — includiimgt tilea phase
as well as the last roll-out phase — are mapped to the moaetieagrto the dimensions of
tacit and explicit information. The level individual, group and orgarumatis illustrated
with different colors that are explained in the legend. Phasemtiudite justification are of

round shape.
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In chapters 4.1 and 4.2 the design and development process is examineel detaibrThe
practical cases combined with the aspect of justification iptehat.3 provide insight of

the practical enablers of the design development process.

Explicit vs. Tacit Knowledge in the Design and Development Process

The figure 8 illustrates which phases involve explicit and whicih it@formation. The two
first phases of the model (1. establishing the core team and \dcesapecification
definition) deal mainly with exchanging tacit knowledge. The phaseslve a lot of

brainstorming, sharing successful experiences and generatingdeas: Especially idea

generation is a typical step that requires a lot of tacit kewbyd since ideas mostly

originate from intuition.

During phases three to five (3. services and tasks informationrigathé. services content
creation and 5. documenting the content for all parties, incl. niegketales etc) the tacit
knowledge get transferred into explicit form as the ideas andierpes get turned into

different documented processes, tools and manuals.

All the remaining phases from 6 to 12 deal mostly with expiddrmation as the newly
designed and developed service gets prototyped, sold, marketed and $wdrttermal

organization as well as to customers.

When the new serviced is finally rolled-out and the people thatpwatiuce it, will learn
new skills and acquire new tacit knowledge that in turn wiltl l&a continuous circle of
knowledge creation. This last step of the process also brings thetampoontinuity

perspective (Vandermerwe, 1994) to the design and development process.

Design and Development Process from Knowledge Creation’s Point of View

The four modes of knowledge conversation are well represented as &t gogs through
from the establishment of the core development team to the Fbublbhase. All four

conversions are necessary for the creation of knowledge (Nonaka et al. 1998).

In the project, three first phases are considered to be sharingcibfkhowledge of

individuals in the core team. In socialization, communication betweemrdiee team is
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mostly based on sharing experience of core team members andlisbmaeed on feelings
and hunches. Therefore, it follows Nonaka’s (1994) description of sodatizzt being a
process of creating tacit knowledge through shared experienceadéwotface interaction
among core team members provides an important advantage in purshidriofy of tacit
knowledge (Mascitelli, 2000).

The second mode of knowledge conversion is externalization, whereknagitedge is

articulated and translated into forms that can be understood by ahdyars of the project

(Nonaka et al. 1998). This means that through conversations and meetings of corbegroup t

content of IT service is accurately explained and documented smuhadl understanding
of the service is formed and feedback from other parties can h@sked in next mode of
SECI model.

Externalization leads to combination, where the core group’s ekigroaledge as well as
external knowledge of interest groups, such as internal and dxterstamers, are in
conversion, with the help of a prototype. As Nonaka (1994) puts it, im trdenefit from

new knowledge (here, IT prototype) it has to be combined withimxikhowledge. In this
sense, interest groups’ knowledge is used in tuning of prototype anthalsge of existing
knowledge happens, when the project is sold to internal and external partners.

Last steps of project, internal training and roll-out of the prodpgtroach the final mode
of knowledge creation model — internalization. Internalization meamgecsion of explicit

knowledge to individual’s tacit knowledge (Nonaka, 1998). In here, internalizatgams

that newly created explicit knowledge in the form of IT serviroduct is converted to
individuals’ tacit knowledge. Learning by doing, training and exesces® important to
embody explicit knowledge (Nonaka et al. 1998). Also coaching amdonmgy are seen
enablers for internalization (Lubit, 2001).

Design and Development Process from Organizational Learning’s Point of View

In 41 organizational learning model the four related sub process -irigtunterpreting,

integrating, and institutionalizing are combined with organizatidenatls — individual,

group, and whole organization. In IT service project most of the phases ocoomprigyel

as integrating process, where shared understanding is formmegylthdialogue and joint
actions as Crossan and Berdrow (2003) describe.
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On the other hand, individual learning is taking place in the vesy fiivo steps of the
project. Intuiting happens, when individual person first visualizes thiegirgnd then
when the project manager chooses other members for the core groupadt@se base
much to individuals’ own hunches that are subjective and rooted in indivedpatience.
Interpreting can then be seen happening, when project managaengxesonal insights

through words and actions to other members of the group.

Finally institutionalizing can be seen to happen, when the IT consskingce product is
roll out to use. According to definition of institutionalizing, absente@ne core person
does not affect the organizations functionality (Crossan et al. 199®)isl project know
how of individuals is packed to IT consulting service product. Therefolleput of this

product can be seen as institutionalizing.

Dominant Logic and Justification in the Service Design and Development Process

There were five phases in the design and development process in sshiehform of
justification took place. In other words, if any one of these phasedd fail, the whole
process could be endangered. If the idea was not successfully smdgirt in each and
every one of these phases the project would end there and the ru@s s®uld not be
launched. These phases were: 1. Establishing the core teamoptihgPwith (external)
customer, 3. Selling the service to first customers, 4. Markeliagsérvice to internal
organization, and 5. Training the service for the internal organizatiothel following

sections 4.2.1 — 4.2.4 the underlying dominant logic in each phase tahidedd whether

the projects were justified will be examined.

Establishing the Core Team

Before the core team began with the projects, the idea of the foeed design and
development efforts had to be sold to them. Basically what the tgajeeant for the

members of the core team was more work. So in order for thée fidly motivated they

had to be convinced of the projects’ benefits. The projects were wtie Imanagement, as

a new way of working that would enable the core group to work much more efficiemgly. T

core group was also told that the sales organization is abldltthesdCT consulting

services more easily and thus create more demand for consulting resources.
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The dominant logic of the core group to justify the new approachkig¢eedesign and
development) was actually quite obvious: they needed to be convincethéqwojects
helped their practical work and how they also were able to ireetbadevel of valuation of

their work (=consulting) in the company.

Piloting with (External) Customer and Selling the Service to First Customer

The piloting phase as well as selling the service to the dirstomers phases, are quite
similar in terms of justification. The justification processtloé customer whether pilot of
real is quite the same and obvious as it resembles a commormpsaless. The customer
simply wants to know how the service that he is being sold to, hetpsrer to increase
his or her profits. Respectively, the dominant logic behind the jwtdit is to be

convinced of the benefits of the service.

Marketing the Service to Internal Organization

After the service was sold to the first customers it needebetonarketed to internal
organization. The people involved in this phase were mostly of highars staice
presidents, sales directors etc.). Reason for doing things in tlés was also part of the
dominant logic in marketing phase. As with the core team, thengitorganization that the
services were marketed to also needed to know, what this canttierfobefore they were
ready to buy the idea. But in addition, these people also wanted acort of gatekeepers

in a way that they wanted to have their fingerprints to the services.

The dominant logic in this phase had two dimensions. First, as bdfese, people needed
to know how this new service would enable them to achieve their guaks easily, and

second, they wanted to validate their role in the line organization.

In practice the latter part of the dominant logic becamdleisvhen it was first attempted
to train the service for the line workers, before getting the @@t from the line
directors. This order led to nowhere no matter how enthusiasticéhestirkers were of the

new services.
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Training the Service for the Internal Organization

Justification takes place also in the last phase of the das@jdevelopment process — that
is, training the service for the internal organization. At this phtee people that the
service was trained for were mainly sales people. For themmaisé crucial question was,
whether there was a sufficient demand for the particular seimiagher words, would this
increase their sales results. Secondary questions were als@ ahout how easy it would

be for them to be able to sell the service.

The basic dominant logic in this phase was the same as witinefieus ones, to convince
people — that are involved — of the benefits for them. In here, thesadple wanted know
how this idea (the new service) was able to help them achieving theiregsads, that is, to

bring more sales to them.

Conclusions

Summary and Findings

Systematic service design and development has been seen asswaer to ongoing
demands for 1) greater efficiency, 2) better quality and 3) dagttie intellectual capital
of individuals in service organizations, such as TeliaSonera FinlantheAsame time
knowledge management and especially harvesting tacit knowledgerbse to special
attention, when organizations try to benefit from intellectual ahpit its employees as
well as gaining a competitive advantage that is hard to copy.p@pisr connects those in
order to better understand the service design and development procesdedgeow
management is therefore seen as a way to better understandhdlee process and its

enablers, which can ease the process if the dimensions of knowledge are figured out.

This paper has three main findings. First, knowledge is formed aimtacit and explicit
knowledge, which are both needed in the process of designing and developingThe
consulting service. In this service creation, codification of tawivledge is founded to be
challenging, but nevertheless it has a profoundly crucial Edpecially the core group’s
tacit knowledge needs to be codified, so that the know-how can be utilizledrfon in the

process (Koskinen and Vanharanta 2002).

Second finding is that the process can be seen through a convVeesiagen tacit and

explicit knowledge in different levels of organization. SECI moadel 4l model makes it
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possible to view the whole process from the first step to rolbbase from knowledge
creation as well as organizational learning perspectives. &xamomy makes it easier to
understand different forms of knowledge and its importance in this process.

Third finding captures the possible showstoppers of the whole designeastbgiment
process as far as justification is concerned. Dominant logicsfémendeduction base of the
filter person and therefore it has to be recognized. This firglipgorts the idea, that if the
core team has the same dominant logic as the interest groupsniied i6 then easier to
pass through (Bettis and Prahalad, 1995).

Managerial Implications

Managers first need to understand that main part of individual's ledge is hidden tacit
knowledge, which needs to be codified to some explicit form (talkienrdocuments) so
that it can be utilized. This applies to all individuals from thenager him/herself to all
employees. At the same time managers need to make supedifatation will not lead to
bureaucracy that is an excess of documentation (Boiral, 2002). Wtmmeéts to codifying
tacit knowledge, it is also worth to notice that when knowldzipomes transferable inside
organization it also becomes transferable outside, while competiass copy the

competitive advantage (Boiral, 2002).

Second, managers can use the taxonomy to gain better understandditferaint
knowledge and also see what phases has to be gone through in knowletige soethat
organization benefits from individuals knowledge. Through this understandinggers

can create surroundings that encourages free exchange of different knowledge.

Finally, project managers who lead this type of processes havelérstand that there are
persons, who act as filters in the feed-through of creatingdamdloping new services.
This means that if the process is not explained to them in thethvaaysupports these
people’s justification process, they may not adopt the new semioedér to manage these
filters, project managers needs to be aware of the dominant logic and undérstand i

Further Research

There are two main streams for further research. First, #utigal cases require a lot more

thorough investigation and analysis than what has been able to be dorEnkdm:el of
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analysis used here just began to grasp the most obvious findings, d&edieve that a lot

more is achievable.

Second, the KM taxonomy for service design and development procedsdcieere
provides a good basis for further research. As we argued, it provgtsatisoverview from
the knowledge management perspective to the process, but stillhimke that the

framework need a little bit more work to be finalized.
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