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Modularity in organizations is shown to facilitate the creation of dynamic capabilities. While modular designs,
systems and processes of product-based organizations are often thoroughly analysed in the literature, the
increasing inclination towards modularity amongst organizations offering services such as Business Process
Outsourcing (BPO) remains less well examined. Further, service-based organizations often grapple with a
conflicting need to maintain both modular and integrated approaches. One area where the need for an integrated
approach isparticularly felt is organizational knowledge management (KM). Against this background, we present
a case study of ASIASPEAK?, a call center with operations in three cities. Findings from the case suggest that
while modular processes and structures have given a fillip to AS ASPEAK'’s dynamic capabilities, they have also
created new challenges for organization-wide knowledge sharing and transfer. AS ASPEAK’s initiatives to meet
these challenges are highlighted.
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1. INTRODUCTION

Dynamic capabilities refer to the “ organizational and strategic processes by which managers manipul ate resources
into new productive assetsin the context of changing markets’ (Galunic and Eisenhardt 2001). Thereisadanger that
in hypercompetitive environments, resourcesthat previously served as sources of competitive advantage could end
up becoming liabilities (Johnson et a. 2006; Teece et a. 1997). In response, firms need to continuously develop
capabilities to “acquire, develop and deploy” resources so that these capabilities offer “distinctive sources of
advantage” (Montealegre 2002). In other words, only firms with such dynamic capabilities can adapt and thrivein
hypercompetitive environments (Conner and Prahalad 1996; Helfat and Eisenhardt 2004; Karim 2006). Eisenhardt
and Martin (2000) argue that dynamic capabilities’ “value for competitive advantage liesin their ability to alter the
resource base: create, integrate, recombine, and release resources.” In short, dynamic capabilities contribute to the
competitive advantage of firmsby allowing themto devel op better capabilitiesfaster aswell asimprovetheir resource
base positions (Teece et al. 1997).

Oneimportant approach that complementsand hel ps build dynamic capabilitiesisthe modular design of organizational
systems (Hoetker 2006; Sinhaand Van de Ven 2005). According to Schilling and Steensma (2001) “ systemsare said
to have a high degree of modularity when their components can be disaggregated and recombined into new
configurations— possibly with new components—with littleloss of functionality.” Modularity, in offering anumber
of benefitssuch asstrategic flexibility (Sanchez 1997), cycletimereduction (Ulrich and Eppinger 1999), opportunities
for outsourcing (Baldwin and Clark 1997) and product innovation (Ethiragj and Levinthal 2004) makesit easier for the
resources of afirmto be more easily integrated, built and reconfigured.

However, taking a modular approach also has disadvantages (Fleming and Sorenson 2001). Modul arity potentially
comesintheway of organizations' effortstoimprove‘horizontal integration’ to achievethe benefits of co-ordination

2 The organi zation’sidentity is disguised
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and sharing (Mahotraet a. 2005). In particular, acritical component of horizontal integration that could be affected
is ‘intellectual integration’ or the ‘goa of KM’ (Ghoshal and Gratton 2002). Knowledge management (KM) isa
“systemic and organizationally specified processfor acquiring, organizing and communicating both tacit and explicit
knowledge of employees so that other employees may make use of it to be more effective and productive in their
work” (Alavi and Leidner 1999). In constraining organizational effortsto integrate dispersed knowledge resources,
modularity could indirectly pose a challenge to the devel opment of dynamic capabilities.

While modular designs and systems of product-based organizations are often thoroughly analysed in the literature,
theincreasing inclination towards modul arity amongst vendor organi zations offering servicessuch as| T outsourcing
and business process outsourcing (BPO) remainslesswell examined. Interestingly, an effective KM strategy for such
organi zations seemsimperative given the dispersed nature of their knowledge resources. Against thisbackground, we
present acase study of ASIASPEAK, acall centrewith operationsin three Asian cities. In particular, we addresstwo
questionsin this paper. How doesamodul ar approach to managing technology and operationsfacilitate the creation
of dynamic capabilities? How can an organizational KM effort overcomethelimitations of modularity?

2.MODULARITY AND DYNAMIC CAPABILITIES

Modularity isthe efficient organization of complex products and processes through apartitioning of information into
“vishledesignrulesand hidden design parameters’ (Badwinand Clark 1997). Visibledesignrules(“visibleinformation™)
comprising of thearchitecture, interfacesand standards are desi gn decisionswhich affect the ability to do modifications
subsequently, while hidden design parameters (“hidden information”) do not affect design decisions and can be
changed without informing those outside the modular design (Baldwin and Clark 1997). Further, “acomplex system
issaid to exhibit modularity in design if its parts can be designed independently but will work together to support the
whole” (Baldwinand Clark 2006). Modularity has been thefocus of anumber of studies acrossavariety of industries
such as consumer electronics (Sanderson and Uzumeri 1996), computers (Quinn 2000), aircraft manufacturing (Sosa
et al. 2004), software (Eisenhardt and Brown 1999; MacCormack et al. 2006) and car manufacturing (Cusumano and
Nobeoka 1998).

Modularity promisesto contribute towards an organization’s dynamic capabilities by offering anumber of strategic
benefits to an organization. Amongst others, these include allowing strategic flexibility or “the condition of having
strategic optionsthat are created through the combined effects of an organization’s coordination flexibility in acquiring
and using flexibleresources’ (Sanchez 1997). In other words, modularity in giving asystem greater flexibility makes
it possiblefor its componentsto be recombined in different waysto provide different functions (Sanchez 1995; Shah
2006; Worren et a. 2002).

Modularity also allows firms the advantage of accelerated learning by enhancing learning at both component and
architectural levels (Garud and Kumaraswamy 1995; Sanchez and Mahoney 1996). Shielded from changesin the
architecture by the interface specifications, component-level learning is not disrupted unnecessarily (Brusoni and
Prencipe 2006). In fact, an accelerated learning at the component levels can allow ‘localized adaptations' to take
place within hidden modules (Baldwin and Clark 2000) and may also reduce design and development time (Ulrich
and Eppinger 1999). Further accelerationinlearning isal so possible by assigning several teamsto work on different
variations of the same component and making sure that the interface to the architecture remains constant (Langlois
2002). At the architectural-level too, learning is accelerated thanks to the loose coupling between the architecture
and component learning processes (Sinhaand Van de Ven 2005). In short, by separating learning processes at both
levels viaamodular approach, obstaclesto learning and innovation at both component and architectural levelsare
removed, leading to accelerationinlearning.

Further, modularity allows organizationsto better adapt to changing market opportunities through patching, which
is“thestrategic process by which corporate executivesroutinely remap businessesto changing market opportunities’,
and caninvolve " adding, splitting transferring, exiting, or combining chunks of businesses’ (Eisenhardt and Brown
1999). For instance, by recombining or substituting one modular businesswith another, reuse of existing toolsmay be
facilitated in abig way (Ethirg] and Levinthal 2004). Modularity also allowsfor information hiding (Parnas1972) in
which knowledge about theinner workings of one component need not be shared with the makers of other components.
Choosing modular designsal so allows organizationsthe strategic option of outsourcing modules (Miozzo and Grimshaw
2005). While there have been much analyses of modularity in organizational processes, forms and systems, almost
exclusively, these tend to use product-based organi zations as examples (Brusoni and Prencipe 2001; Tu et al. 2004).
Service-based organizations, on the other hand, barring afew exceptions have been rarely scrutinized and analysed
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for modularity.

Although adopting amodul ar management approach brings many advantages, modularity also bringssomedifficulties.
Over-using modularity can lead to alack of true breakthrough innovations (Fleming and Sorenson 2003) with only
incremental improvements occurring at the component level. Modularity causesknowledge resourcesto bedistributed
acrossthe various organizational unitswith relatively fewer opportunitiesfor their integration (Brusoni 2005).

In summary, resources and capabilities form sources of competitive advantage for organizations (Barney 1991;
Peteraf 1993). The dynamic capabilities of an organization ater itsresource base, enabling it to compete effectively
in changing business environments. Adopting amodular design for products and processes can | ead to benefits such
asstrategic flexibility (Sanchez 1997), accel erated |earning (Sanchez and Mahoney 1996) and improved adaptation
to changing market opportunities (Eisenhardt and Brown 1999) thereby facilitating the creation of dynamic capabilities.
On the other hand, modularity might also pose vital challenges for organizational KM thereby posing a stumbling
block for the creation of dynamic capabilities. We believe that this seemingly paradoxical situation makes our study
very relevant and timely. Further, given that much of the existing literature on modularity has focused on product-
based firms (e.g., Gershenson et a. 2003), it is clear that useful purpose will be served by examining modularity in
service-based firms, agood example of whichisacall center. Inthiscase study of an Asian cal center, we examine how
amodular approach facilitates the creation of dynamic capabilitiesand also look at how the concomitant problems of
modularity can be counteracted.

3. RESEARCH METHODS

One of the authors conducted fieldwork at ASIASPEAK, aleading call center based in Asia. According to the Call
Centre Association (1999), acall center is“aphysical or virtual operation within an organi zation in which amanaged
group of people spend most of their time doing business by telephone, usually working in a computer-automated
environment” (Gilmore 2001). The business roles of call centers varies greatly, for call centers can take on many
functions, including customer service, telemarketing, order taking, and emergency response services (Gans et al.
2003).

Generaly, acall center can be categorized by thetype of traffic it handles. Inbound call centers handleincoming calls
initiated by people calling in to a center, and typically provide functions such as customer support, help-desk
services, order-taking or reservation and sales support (Gans et al. 2003). Conversely, outbound call centershandle
outgoing callsinitiated from within the call center, usually for the purpose of telemarketing or conducting surveys
(Ganset a. 2003). The company of our focus ASIASPEAK functioned both asan inbound aswell asan outbound call
center. Technology is often employed extensively within call centersto facilitate the work of the customer service
representatives (CSRs). These include interactive voice response (1VR) and voice response units (VRUS) to alow
callersto self-serve, computer-tel ephoneintegration (CTI) linking theinformation and tel ephone systemsto facilitate
call-routing, automatic call distributors (ACD), and customer rel ationship management (CRM) systems (Ganset al.
2003). Giventhat call centers are often the primary point of contact between the customer and the organization, the
efficiency and effectiveness of call centersare crucial to an organization’sreputation (Gilmore 2001). For outbound
call centers, the key performance and profitability metrics are quantitative and can be easily measured (for instance,
number of units sold through telemarketing, number of surveys conducted etc.). Inbound call centers, on the other
hand are usually rated based on the quality of service delivered by the employeeswho interact on the telephone with
customers. Such employeesare usually referred to as customer service representatives (CSRS).

3.1. Datacollection and analysis

The case study research design featured the use of multiple data sources and multiple qualitative methods. In the
initial stages of access negotiation two of the authors conducted semi-structured interviews with managers at
ASIASPEAK to get abetter idea of the organizational context and al so to help develop amore comprehensivelist of
questions for the subsequent interviews. During this period one of the authors systematically collated information
about ASIASPEAK availablein trade magazines, newspapers and on ASIASPEAK s official website. Once formal
approval for the study was obtained from ASIASPEAK, one of the authorsbegan hisintensivefieldwork. Theauthor’s
familiarity with the nativelanguage of the placeswhere theinterviewswere conducted helped us better interpret the
meanings of the non-English phrases used by some of theinformants. The main source of evidence wasthe 25 face-
to-face interviews conducted with the company’s employees. More in-depth data was al so collected from various
sourcesincluding publicly availableinformation about the company on the Internet and internal documents obtained
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from the company intranet. The multiple sources of evidencefacilitated datatriangul ation (Patton 1987). Therewas
at least one representative from each business unit, and the interviews covered employees at different levelsin the
company’shierarchy. All theinterviewswere audio-recorded with the permission of theinformantsand transcribed.
Theinterviewswere conducted using amix of semi-structured and unstructured questions. The open-ended questioning
helped us gather arich set of databy not constraining theinterviewees responsesthrough an overly-rigid framework
of questions. Intervieweeswere allowed to describe their recollection of eventswithout theinterviewer interrupting
too much; hence the line of questioning followed was partially dependent on the flow of conversation during the
interview.

The primary datafor the case study comprised of more than thirty hours of audio recordings of interviews, about a
thousand pages of interview transcripts, summaries, and other documentsrelated to ASIASPEAK. Following Yin's
(2003) recommendations, we set up a case database to give structure to the pool of data. In the literature review
phase, selected relevant paperswere organized around keywords (eg: ‘ modularity’, ‘ dynamic capability’ etc). Next,
the case data was examined for instances of situations that fitted these keywords. For example, case datarelated to
modul arity was earmarked and grouped under this category for further use. Likewise, quotationsfrom thetranscripts
were organized around the keywordsin asimilar manner.

4. CASE DESCRIPTION

ASIASPEAK isaleading call centre, which has customer support operationsin three major Asian cities. Employing
morethan 2000 customer servicerepresentatives, ASIASPEAK providesvoice-based customer support to companies
mostly in the telecommunications sector. Initially abusiness unit within alarge Asian telecommuni cations company,
ASIASPEAK was spun-off as an independent company with an aim to expand its customer base beyond those served
by itsformer parent organization. For the new company, existing independently proved achallenging task asit was
Nno more seen as a cost centre in alarge organization, but rather came to be viewed exclusively as a profit-centric
company. Since itsinception as a separate organization, ASIASPEAK has been fairly successful in attracting new
customersand increasing its revenues and has al so won numerous accoladesfrom reputed international agenciesfor
itsexcellent service and high quality standards.

ASIASPEAK isorganized into five autonomous business units (see Table 1) of which BUs 1 to 3 dedicated primarily
to serving the needs of ASIASPEAK'sthree major clients, Telecoml, Telecom2 and Telecom3 account for closeto
90% of the company’s revenue. Supporting the business unitsin their operations are anumber of departments such
asfinance, law, public relations, salesand systems (see Appendix B). Requestsfor service by customersarenormally
organized into projects, with several departmentsinvolved in setting the project up, before handing it over to one of
the operational BUsfor execution. Each BU consists of aservice development (SD) division and frontline operations
(FO) team. Whilethe processesfor handling customers are planned and designed by the SD division, the FO teamis
responsiblefor executing these processesthrough its customer service representatives (CSRs).

| BusinessUnit [ Industry | Major Clients

BU1 Telecom (inbound service) Telecoml

BU2 Telecom (inbound service) Telecom2

BU3 Telecom (inbound service) Telecom3

BU4 Business development N/A

BUS Automobile, airline, banking, I T, Toyota, Microsoft, Fubon
insurance, transportation (outbound Bank, etc.
service/sales)

Table1: ASIASPEAK'sbusinessunitsand clients
4.1. Information Technology (1 T) management

ASIASPEAK makesextensive use of I T to enhanceitsoperational efficiency. The systemsdepartment isresponsible
for devel oping and maintaining the company’sI T infrastructure. Customersare ableto self-serve by using Interactive
Voice Response (IVR) systemsor through ASIASPEAK’sweb servers. For more complex services, customersarerouted
to the most appropriate CSR to handle their issues, via automatic call distributors (ACD). Computer-Telephone
Integration (CTI) serversenable customer recordsto be automatically retrieved from the company’ s database servers,
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legacy systemsor datawarehouse, providing seamlessinformation feed to the CSR. Additiona technology components
such asfax servers, automatic diallers, monitoring servers and wirel ess network eguipment play supporting rolesin
facilitating smooth operations. Backup systems complete with uninterruptible power suppliesand generatorsare on
standby at all three ASIASPEAK locations. ASIASPEAK '’ stechnol ogical framework and use of equipment isillustrated
inAppendix A.

Interestingly, ASIASPEAK isoneof thefew call centersthat still maintainsanin-house systems department withanaim
to further devel op competency in this area. The company only purchases non-core software and hardware from the
open market; the design and coding of core systemsare done entirely in-house. ASIASPEAK, thustailors’ itssystems
to its business processes if necessary, rather than having to make the processes suit the system. According to a
manager who worked at another call center previoudly:

“At ASIASPEAK, | don't haveto negotiate with vendorsand coordinate multiple partieswhenever
a(systems) problem arises. In my previousworkplace, it was so troublesome. | had to deal with
so many partiesjust to introduce asmall changein the system. It isso much easier to get things
done here.”

Inorder toreducethe costsinvolved in software devel opment and maintenance, ASIASPEAK has adopted aplatform
strategy with respect to its IS. In other words, all of ASIASPEAK's software applications are based on a common
technology platform. By plugging in application or industry-specific components, the same software can be used to
serve different needs or different industries. Explained the deputy director of the systems department:

“A major benefit of the platform strategy is that components can be plugged in or removed
easily without requiring system-wide changes. Changes to an application can be performed
locally, at most requiring dight modificationstoitsinterfacewith the platform. A platform strategy
also makesit possibleto reuse componentsto build applicationsfor anew client by just changing
theinterface!”

According to amanager at BU2:

“When the application interface, dataformat, etc arevery similar, we'll just copy it, changethe
logo (of the client company) and voila, we have anew application created in record time!”

Also, whiledesigning work processes or | Sfor anew project, the CSRsare encouraged to reuse existing processesand
application componentswherever possible. Thisreuseis made possible al so because many operational processesare
very similar for clientswithin the sameindustry; someare similar even for clientsacrossindustries.

4.2.Managing CSRs

K ey components of ASIASPEAK'soperations are the CSRswho upon being hired are assigned to acall teaminone
of the operational business units (BUs), under the charge of asupervisor. When CSRsinteract with customers onthe
phone, they are required to complete the call in the shortest time possible, while maintaining ahigh level of service
quality. Thisinvolves an obvious trade-off between efficiency (completing acall in the shortest time possible) and
effectiveness (ensuring ahigh level of service quality in resolving theissue). In the absence of hard-and-fast rulesto
achievethistrade-off, ASIASPEAK has collaborated with aUK -based company specializing in behavioural research
and developed a set of standard interaction techniques. These techniques serve as guidelines or dial ogue patterns
for CSRsto use when interacting with customers. In other words, these guidelines serveto ensure acertain level of
standardization in the process while alowing sufficient leeway for the CSRs to vary the script according to the
situation. According to aCSR:

“The dialogue patterns are very useful because | can just use the piecesthat | need depending
on how the conversation with the customer flows. The guidelines also help new CSRsto learn
quickly and to anticipate possible responses by the customer at each juncture.”

CSRs attend short technical briefings at the start of each day, which helps them remain updated about the latest
developmentsin their area of work and ensuresthat they do not inadvertently give wrong information to customers
on the phone. These updates are delivered to them either by their supervisorsor viadigital audio or video messages.
The CSRsare closely monitored during working hoursfor purposes of eval uation and al so to spot potential problems
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before they occur. Asafrontline supervisor put it, CSRs“ are required to input reasonsfor their absence each time
they leave their terminals, other than for lunch or toilet breaks’ .

4.3. Thechallenge of managing knowledge

TheBU based decentralized organizational structure and the effective management of itstechnological infrastructure
and human resources has made it possible for ASIASPEAK to grow rapidly by responding quicker to changing
customer needs. However, this period of rapid growth has also seen the emergence of a number of challenges for
ASIASPEAK’ Smanagement. A particularly vital challenge hasresulted from theincreasing inclinations of CSRsand
managersto withhold information or knowledge of best practices from their colleagues so asto outperform them. It
al so seemed to the top management that managers held allegiance moreto their own teams and BUsrather thanto the
entire organization. To counteract this challenge, the top-management hasintroduced several measures. In addition
to being evaluated based on their interactions with customers, CSRs are now apprai sed according to how well they
share information and help their team mates. A portion of an individual CSR’s salary has also been linked to the
performance of theteam. Further, remuneration schemesfor managers are now based partially on the performance of
the corporation asawhole.

ASIASPEAK has also established an electronic knowledge warehouse which, according to an assistant manager in
BU1, servesto “ ...preserve frontline operators’ operational knowledge and store knowledge of industry-specific
processes.” The warehouse thus helps any employee at ASIASPEAK access general information such asindustry-
specific knowledge, standards and internal company memos. Further, the knowledge warehouseis ableto storeaudio-
visual data, which has proved very useful in knowledge transfer. For example, amanager with BU5 noted:

“We have videotaped the entire automobile maintenance process for Toyota. Thisis used as
background knowledge for all CSRs serving the automobile industry...very useful to show
them what goes on in the industry.”

In addition to the knowledge warehouse, each BU has al so been asked to maintain knowledge websites with client-
specific knowledge that may not be shared with other BUs given that the other BUs may be serving a competing
client organization. Also, both CSRs and their supervisors are strongly encouraged to enhance their abilities to
perform different kinds of service tasks and to acquire domain-specific knowledgein other industries. Job rotations
have been introduced to help employee learning by exposing them to different service areas or industries. A senior
manager of aBU explained the reasoning behind the moveto initiate job rotations:

“Wefelt that CSRs need to upgrade their skills and know more about inbound and outbound
services and about the sal es processes. They should ideally pick up expertiseto serve multiple
industries. This enables us to call upon CSRs to provide backup manpower in the area of
their secondary skills, if the need arises.”

Job rotations have al so helped relieve monotony |eading to increased employee morae. Accordingto aCSR:

“1 feel excited when my supervisor temporarily assigns me to work on other hotlines as a
replacement. Occasionally switching to different tasks does help to makelife moreinteresting.
Always doing the same thing is boring. With rotation, | can see how things are done in other
areas and pick up new ideas.”

Another challenge ASIASPEAK confronts stemsfrom the need to transfer thetacit, yet vital knowledge held by highly
rated managersto managersat other ASIASPEAK locationsand BUs. Towardsthisend, ASIASPEAK also arranges
periodic sitevisitsfor managersto the three operational local es so that they may observe other managersat work and
discusswith them.

5. FINDINGS: MANAGING MODULARITY AT ASIASPEAK

Modularity remains the cornerstone of ASIASPEAK’s management of both its technology resources and human
resources and much of ASIASPEAK's dynamic capabilities are rooted in this modular management. The section
discusses the main findings of our study, explores lessons for managers and examines the importance of managing
modularity which wasfound in our case study (see Table 2).
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5.1. Modular management of technology resour ces

The hardware equipment used by ASIASPEAK such as VR systems, ACDs, fax machines, automatic diallersand
monitoring serversare mainly purchased off-the-shelf. With thedesign of call centersalready in afairly mature stage
(Teece 1997), many equipment suppliers compete for business, thus enabling ASIASPEAK to achievelower costsby
purchasing rather than building itshardware. In other words, the modular design of ASIASPEAK’ssystemsframework,
asshownin Appendix A, allows pieces of equipment to be swapped in and out easily should they become faulty or
obsolete. This has twin advantages of increasing the fault tolerance of the system and allowing new technology to
beintroduced into the system in a piece-meal manner (Gershenson 2003).

Asfor software, ASIASPEAK keepsthe development of its core | Sin-house, which offers several advantages over
other call centers. Firstly, keeping the systems devel opment capability in-house allows ASIA SPEAK to quickly respond
to their clients' requests for changes instead of having to negotiate with vendors and coordinate multiple parties.
Secondly, ASIASPEAK’s dynamic capabilities are significantly enhanced thanks to the platform strategy, which
basesall its software applications on acommon technol ogy platform. By using pre-existing components, development
timeisgreatly reduced. Additionally, by plugging inthe right mix of application and industry-specific componentsto
theplatform, the resulting application can betail ored to the needs of individual clientswith minimal effort. Maintaining
this pool of flexibleresourcesin theform of pre-devel oped application components givesASIASPEAK much strategic
flexibility when deploying itsresources, alowing many alternate usesfor them (Sanchez 1997).

In short, following amodular technology management strategy has allowed ASIASPEAK to devel op severa dynamic
capabilities, which it otherwise might not have been ableto devel op. The modular design of ASIASPEAK'ssystems
framework has enabled ASIASPEAK the capability to dynamically reconfigureitshardware resources, easily integrating
new technology into the existing system. Also, ASIASPEAK’smodular application development strategy of rapidly
assembling application componentsinto software applications has enabled the company to develop this capability
into a competitive advantage.

5.2. Modular management of operations

Thecall teamisthebasic unit of operationsat ASIASPEAK. Organizing CSRsaround acall team led by asupervisor
offersamodular structure with several advantages. Firstly, each call team operates as amore-or-less self-contained
“black-box” which serves customers. These black-boxes plug into the organi zational architecture through the team
supervisor (who servesastheinterface) and information such asinstructions or feedback flowsthrough the supervisor.
Thismodular structure greatly reduces coordination effortsfor instructions can be relayed through fewer supervisors
instead of directly contacting thelarge number of CSRs. Further, modular call team hasmadeit possiblefor each team
to try different methods to improve its efficiency. In effect, what has been achieved is the (dynamic) capability to
respond to ASIASPEAK s customer’s needs. Further, “ plug-and-play” of the CSRsisfacilitated by ASIASPEAK's
information systems, wherein application componentsand interfaces arere-used wherever possible. Theresult isthat
thelayout of application screensremain similar even acrossindustries, making it ssmpler for the CSRsto usethelS,
even asthey perform another servicefunction or servein adifferent industry. All in all, by managing the skills of each
CSR in a modular fashion (as opposed to not knowing what skills each CSR possesses and treating them as
homogeneous and immovable from an assigned team), it is possible for ASIASEPAK move the CSRs around the
organization when required

Modularity in managing projects hasenabled ASIASPEAK toimproveits capability to satisfy customers. By putting
each project under the charge of only one BU, external clientsare given asingle point of contact, thereby eliminating
the hassle of having to contact multiple partiesin ASIASPEAK for different issues. And again, thereisanimproved
capability to manage complexity, asmost communicationsrelated to aproject will bekept withinaBU, insulating the
rest of ASIASPEAK from unnecessary “noise’. Also, modularity hasfacilitated ASIASPEAK's capability of rapid
project roll-out, allowing the company to re-use existing processes such as the “welcome call”, with little or no
modification. At anindividual-level too, thereisalso evidence of modularity in theinteraction between customersand
CSRs. By using the interaction techniques that ASIASPEAK co-devel oped with a behavioural research company,
CSRs have a dialogue structure to use, into which they insert dialogue components according to the needs of the
situation. In away, this modular interaction technique gives CSRs astrategic flexibility (Sanchez 1997) to use only
the pieces of dialogue absolutely necessary, thus serving the customer effectively in the shortest time possible.

In short, organizing operations around modular structures has allowed ASIASPEAK to facilitate the task of the
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dynamic capabilities. Likewise, organizing around modular call teams has al so facilitated improvementsin the other
operationsareacapabilities, such asthe capability to manage complexity (by treating call teamsas* black-boxes’), the
capability to manage employees (reducelearning curve; foster camaraderie; increase employee satisfaction) and the
capability to deliver good customer service efficiently (through use of interaction techniques devel oped).

5.3. Overcomingthelimitationsof modularity

While ASIASPEAK’s modular organizational structure and modular management of technology and operational
processes facilitated the development of dynamic capabilities, paradoxically, it aso hindered the development of
dynamic capabilities. The downsides of modularity were most obviousin the areaof knowledge management (KM) in
the sense that employees preferred to hoard rather than share knowledge with therest of the organization. Further, the
inclination to define themselves purely in terms of their immediate contextsrather than that of the entire organization
hindered ASIASPEAK s intent to better channel the capabilities of the individual BUs towards building a strong
organizationa knowledgebase. Theoretically, ASIASPEAK’schallengesof KM find reflection in studiesthat highlight
a disinclination amongst members to contribute to an organizational KM effort (Ravishankar and Pan 1997). In
response to these challenges of managing organi zational knowledge, managersat ASIASPEAK introduced anumber
of measures to encourage members to share knowledge with others in the organization. Knowledge conduits have
been established to facilitate the flow of knowledge from one part of the company to another and to mitigate the
undesirable effects of the modular organizational structure, systemsand processes. Such conduits havetaken different
forms,

Firstly, encouraging the various departments and BUs to aggregate their knowledge in an electronic knowledge
warehouse has allowed the preservation and consolidation of knowledge across spatial and temporal boundaries,
thusreducing the effects of employee turnover. Secondly, meetingsto enable knowledge sharing between employees
at all levels have beeninitiated. This has allowed people, who were usually ‘insulated’ in their own modules (BUs,
functional roles, etc) to come together and share ideas, thus removing the barriers created by business units or
functional roles. Thirdly, skill committees have been established with an aim to unite functional groupsacrossBUs,
which are serving as special interest forumsfor peopleto discuss specialized knowledgetopics. Lastly, theinitiation
of sitevisitsbetween thethree of ASIASPEAK s operational hubshasfacilitated transfer of knowledge, especially of
thetacit kind not easily captured explicitly.

The team-based incentives has also served to moderate the steep learning curve faced by new CSRs and enhanced
the productivity of theteam asawhole. By linking aportion of anindividual CSR’s performanceto the performance
of theteam, ASIASPEAK has ensured that the more experienced CSRs do not hoard their knowledge and leave the
new-comersto flounder on their own. Thissystem of peer support has reduced the variancein customer servicelevels
encountered by customers, and al so helped foster aspirit of camaraderie, leading to increased employee satisfaction.
The costs of high employee turnover - loss of productivity and decreased customer satisfaction (Heskett et al. 1994)
- have thus been kept down by having a system in place to accelerate the learning rate of new CSRs.

6. CONCLUSIONS AND IMPLICATIONS

Inthis paper, we have built on the resource based view (RBV) of thefirm, which arguesthat resourcesand capabilities
contributeto the differential performance of firms(Grant 1991; Wernerfelt 1994). In particul ar, welooked at modularity
as ameans of organizing these resources and capabilities and facilitating the creation of dynamic capabilities by
alowing the resources to be easily integrated, built and reconfigured (Hellstrom and Wikstrém 2005). The key
business areas of acall center, ASIASPEAK, were analyzed for instances where amodular approach was pursued.
ASIASPEAK has chosen to pursue amodular management strategy in many of itskey business areas because of the
benefits such an approach offers. Modularity has enabled ASIASPEAK with the capability to dynamically reconfigure
and integrate new technology into its hardware resource base and al so the capability to rapidly assemble application
componentsinto software applications. Further, organizing the CSRsinto modular call teams has provided benefits
such asimproved capabilitiesto provide customer service, manage employees, and to manage complexity. In short,
ASIASPEAK hasheen ableto achieve strategic flexibility in itstechnology management and operati ons management
and isableto put resourcesto alternate use with little switching difficulty.

However, the modul ar approach also brought in its wake challenges to the effective management of organizational
knowledge. To reduce the obstructionsto knowledge sharing and transfer that amodular organizational structureand
processes presented, ASIASPEAK hasintroduced anumber of initiatives, which have acted as knowl edge conduits
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and helped knowledge move more easily from one part of the company to another.

Interestingly, in spite of the emphasison modularity in afew areas ASIASPEAK hasfavoured anintegrated approach
over amodular approach. For instance, although I T management hasfollowed ahighly modular structure ASIASPEAK
hasintegrated all I'T capabilitiesinto one systems department so asto facilitate the devel opment of core competences
inIT (see Appendix B). Core competences are enhanced the more they are used (Hamel and Prahalad 1990) and
managers at ASIASPEAK believe that centralizing the IT competence in the systems department will allow more
opportunitiesfor this competence to be exercised. Moreover, creating a separate systems department can be seen as
an investment in deliberate learning efforts through which codification of important knowledge is expected to take
placethereby hastening the development of ASIASPEAK’sdynamic capabilitiesinthel T area.

Anintegrated approach isalso seeninthe centralizing of all business devel opment work in BU4, which has provided
cost efficienciesto ASIASPEAK. In other words, the cost-per-unit of work islower sincethe BU4 iswell equippedin
sourcing for clientsand marketing ASIASPEAK’ sservices. Economiesof scopearealso availableto ASIASPEAK since
the same set of resources (eg: people, equipment, etc) in BU4 can be put to multiple uses while incurring the same
overhead cogts. Itismoreeconomical for sales-personnel to market themany servicesof ASIASPEAK asan organization,
than to market the services of individual BUsindividually, as each BU may only have afew specialized servicesto
offer ontheir own.

In short, managers need to eval uate the trade-off between amodular and an integrated approach (Hoetker 2006). By
focusing on the resources and capabilities in the key business areas of their companies, the advantages and
disadvantages of both approaches can be quickly assessed, given an importance weightage and checked for their fit
with the overall corporate strategy. Contingency strategies can then be implemented to mitigate any undesirable
effectsthat result from adopting either approach.

Whileamodular approach facilitatesthe capability tolearn at acomponent level (or project team level), managersaso
need to carefully initiate integrated approaches for managing knowledge, which aids the development of dynamic
capabilitiesat an architectural or system level (Richard and Devinney 2005). For example, at ASIASPEAK CSRsare
required to develop asecondary skill in addition to their primary skill. In other words, CSRs can either |earn about
another industry or about another service areasuch as making outbound calls. Thus ASIASPEAK isabletocall onthe
CSRswiththerelevant secondary skillsto serve as backup manpower in the event of an unexpected spikein demand
somewhere. ASIASPEAK s experience suggeststhat equipping each CSR with asecondary skill makesit possibleto
reshuffle (or reconfigure) the human resource base by changing the proportion of CSRs working in any given
industry or function. Job rotations may al so be used by managersto reduce the narrow-mindedness and silo mentality
that will inevitably occur dueto the strong focus on team-centricity. By exposing CSRsto different service areasand
industries, managers can help them build aweb of informal networks through which learning and knowledge can
traverse. Thisaidswith the diffusion of best practices asthe CSRsbring along their tacit experienceswhen they rotate
jobs, resulting in a cross-pollination of ideas. Finally from atheoretical perspective our study suggests that while
modularity doesgreatly facilitate operational processes, it also simultaneously demandsimplementation of innovative
HR processesto bolster strategic organizational level KM and to build dynamic capabilities.

No. Key Findings Lessons
1 Modular management of - Modular technology management strategy
technology resources made possible the devel opment of dynamic
capabilities

Modular design of systemsframework helped
devel op the capability to reconfigure hardware
resources

Modular applications development strategy of
rapidly assembling application componentsinto
software applications enabled the company to
develop competitive advantage

2 Modular management of operations - Themodular structure greatly reduces coordination
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efforts

Modular call team structuremade it easier toimprove
efficiency

Modular project design hasenabled higher customer
satisfaction and improved the capability to manage
complexity

3 Overcoming thelimitationsof modularity (in KM) - Various departments and BUs were encouraged to
aggregate their knowledge

Meetings wereinitiated to enable knowledge
sharing between employees

Skill committeeswere established to unite functional
groups (special interest forums) acrossBUs

Site visits between operational hubswereinitiated

Table 2: Summary of Findings
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