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Abstract

Purpose: This research focuses on firm resources and capabilities used for value co-creation in 
service innovation. Specifically, I investigated how service innovation is created in an international 
engineering company. The aim of this article is to reveal what resources and capabilities are employed 
by a service provider for value co-creation in the innovation project of engineering service and how 
they vary in particular stages of this project.
Methodology: The research is based on qualitative methodology by a multi-case study strategy. Focus 
group discussion with senior managers and semi-structured interviews with project managers of 
the studied international engineering company were used as concrete data gathering methods. 
Findings: The research revealed eight value co-creation activities accomplished by the engineering 
company and client during the engineering service innovation project. The activities are as follows: 
co-identification of the client’s problem, co-evaluation of ideas, co-defining of client’s requirements, 
co-analysis of environment, co-design, co-testing, and co-adoption, co-production, and co-activities 
after the launch. These activities are diffused in different project stages and demand a range of resour
ces: expert knowledge, diagnostic, communication skills, trust, experience, technological equipment, 
human resources. Moreover, they require diverse capabilities: relational, innovative, analytical, nego-
tiation, knowledge absorptive, planning, organizational flexibility, and cross-cultural. The intensity 
and variety of using the mentioned resources and capabilities differ relying on the value co-creation 
activity. We hope these findings will represent a step toward a more coherent resource-based view 
(RBV) and service innovation theories. 
Implications: The study involved only one Lithuanian engineering company, so the research context 
may influence the findings. Another limitation is related to the small number of cases and research 
participants. 
Originality: Unlike previous studies that revealed the importance of single resources and capabilities 
for service innovation, this study determined the range of resources and capabilities employed in 
different activities of engineering service innovation project stages, especially in the value co-creation 
activities performed by the engineering company and clients. Moreover, research also identified 
how resources and capabilities vary at different stages of these projects. 
Keywords: service innovation, resources, capabilities, value co-creation, engineering company, 
Lithuania.
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Introduction

In the modern economy, service firms must continuously reinvent themselves to adapt 
to a complex and dynamic business environment and retain competitiveness. In this 
respect, innovation is a major source of service firms’ progress and success. Service 
innovation is a broad and complex concept (Giannopoulou et al., 2011). Service inno-
vation comprises new services, new service provision processes, new organizational 
structures or marketing strategies (Sørensen and Lapenta, 2017), technology innovation, 
business model innovation, social-organizational innovation, and demand innovation 
with the objective of improving existing services, creating new value propositions, or 
creating new service system (Ostrom et al., 2010; Snyder et al., 2016). 

The success of service innovation is influenced by the effective development of the 
process, that is why service organizations make efforts to formalize or structure ser-
vice innovation processes. The models deconstruct the service innovation process 
into diverse stages from idea to launch and reflect practices that deal with the sequenc-
ing of service innovation development activities. The resources in these models are 
usually seen as auxiliary or secondary compared to the stages and activities of the 
sequence of service innovation process (Fitzsimmons and Fitzsimmons, 2006). Froehle 
and Roth (2007) emphasize the need for examining the development and the deployment 
of resources needed for a company’s service innovation. According to them, an organi
zation that develops competencies in both process-oriented and resource-oriented 
practices enriches service innovation capabilities that differentiate it from its rivals 
and conduce to continued innovation and growth.

Service innovation is the primary source of value creation (Chen et al., 2016), so more 
and more firms expand their innovation activities through co-creation (Mahr et al., 
2014). Value co-creation is the joint, collaborative, concurrent, peer-like process of 
producing new value (Galvagno and Dalli, 2014), which helps to extract distinctive 
ideas from clients (Janteng and Tan, 2017) and anticipates firms’ innovation capabili
ties (Galvagno and Dalli, 2014). Drawing on service-dominant logic (SDL), Paredes et 
al. (2014) define value co-creation as a process by which firms and customers integrate 
their tangible and intangible resources to generate value. Allen et al. (2009) state that 
a firm is an active agent who initiates value co-creation. Kim et al. (2015) and Sirmon 
et al. (2007) indicate that merely possessing resources does not guarantee the creation 
of value. Organizations must bundle resources to build capabilities and leverage those 
capabilities in creating value with customers. 
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Nevertheless, studies focused on value co-creation in service innovation are scarce 
(Frow et al., 2015; Islam et al., 2015). This is especially true concerning value co-cre-
ation in the industrial service environment. One reason for this is that value co-creation 
has been extensively researched in business-to-customer and much less in the busi-
ness-to-business context, which is the case of industrial services such as engineering, 
predictive maintenance, advanced process diagnostics and fleet management (Bona
migo et al., 2020). Furthermore, very little is known about resources and capabilities that 
companies seek for the purpose of service innovation (Lindgreen et al., 2012; Rusanen 
et al., 2014), and the questions how value co-creation leads to successful innovation 
is still in its infancy (Gemser and Perks, 2015; Kim et al., 2015). In the particular 
context chosen for this article – engineering projects – the above-described knowledge 
gap is especially prevalent. Based on the above considerations, this article seeks to 
reveal what resources and capabilities are employed by a service provider for value 
co-creation in the innovation project of engineering service and how they vary in parti
cular stages of this project.

The remainder of this paper is structured as follows. First, we will provide a brief 
theoretical background on value co-creation with business clients, resources, and 
capabilities used for service innovation creation, along with engineering service’s 
project as service innovation. Second, we will introduce the research design and study 
context. Third, we will present and discuss the key findings of the study. The article 
will end with concluding remarks, practical implications, and further research. 

Theoretical Background
Value Co-Creation with Business Client

Co-creation as a new paradigm in management allows companies and clients to create 
new common value. From this perspective, the company and client are no longer on 
opposite sides but collaborate for discovering new business opportunities. Co-creation 
is defined as joint, collaborative, concurrent, peer-like process of producing new value 
(Galvagno and Dalli, 2014) and is viewed as a particular form of open innovation (Frow 
et al., 2015). From an organization’s perspective, co-creation can enhance its innova-
tion processes and unlock new sources of competitive advantage (Frow et al., 2015; 
Kaszowska-Mojsa, 2020). As DeFillippi and Roser (2014) state, many companies increas-
ingly often employ value co-creation to engage clients in their search for innovation. 
This tendency leads to changes in the traditional understanding of innovation, in 
which the supplier is the innovator and the client is the recipient of innovation, thus 
replacing it by the understanding of innovation based on service-dominant logic, in 
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which the client becomes the real co‐innovator who exchanges and integrates resources 
to co‐create value (Gummesson et al., 2010). Every actor contributes to value co-creation 
by integrating available resources through different forms of co-creation: co-conception 
of ideas, co-design, co-production, co-promotion, co-pricing, co-distribution, co-main-
tenance, co-disposal (Frow et al., 2015). 

Acting as the co-creator of value provides diverse benefits: from increased speed to 
market, lower risk of market failure, and enhanced innovation capabilities of the 
company through reduced costs of existing innovation approach to a deeper focus on 
value creation rather than for technological solutions (DeFillippi, Roser, 2014). On the 
other hand, co-creation implies some sacrifices, e.g. sharing information with clients. 
Thus, in order to achieve successful co-creation, companies should identify and ana-
lyze carefully potential benefits and sacrifices. In the field of high technology and 
knowledge-intensive business services – which is the case of engineering services 
explored in this study – co-creation is conceptualized as a joint problem-solving process 
between the client and provider. This process includes diagnosing needs, designing 
solutions, organizing processes, managing conflicts, and implementing solutions 
(Aarikka-Stenroos, Jaakkola, 2012). When business clients engage in joint problem-solv-
ing activities with the provider, they often have no precise understanding of their own 
needs and lack the necessary skills to articulate desired solutions elements. In this 
context, the provider gains control over the management, organization, and overview 
of a successful value co-creation process (Grafmüller, 2020). The implementation of 
innovative projects based on value co-creation requires changes throughout organi-
zations, meaning the adoption of a new mindset. Executives must assume critical roles 
in the initiation and evolution of a co-creative organization (Jouny-Rivier et al., 2017). 

Resources and Capabilities

Innovation provides organizations the opportunities to grow faster, better, and smarter 
than their rivals (Sáenz et al., 2009; Benazzouz, 2019; Kaszowska-Mojsa, 2020). In 
today’s competitive landscape, service innovation is seen as the main engine of econo
mic growth and differentiation across firms and markets (Snyder et al., 2016; Helkkula 
et al., 2018). Service innovation creates value for customers, employees, business 
owners, alliance partners, and communities; it comes in many forms such as new or 
improved service offerings, service processes, and service business models (Ostrom 
et al., 2010); it ranges from the discovery of complex new technologies through simple 
incremental additions to existing knowledge (Paradkar et al., 2015). 
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In order to create and develop service innovation, various resources are needed. We 
should remember that resources have many definitions. Barney (2002) defines resources 
as all the assets, capabilities, competencies, organizational processes, firm attributes, 
information, and knowledge that are controlled by a firm and that enable the firm to 
conceive of and implement strategies for the improvement of its efficiency and effecti
veness. Edvardsson and Tronvoll (2013) state that a resource is anything that has the 
potential to be operated or used by actors to enable and foster their resource integra-
tion and value co-creation efforts.

Historically, an established typology has delineated between material, “raw” resources 
and immaterial, dynamic resources (Campbell et al., 2013). The simplest approach dis-
tinguishes between tangible resources (e.g. finances, materials) and intangible resources 
(e.g. knowledge, skills, and capabilities; Grant, 1991). Barney (1991) foregrounds firms’ 
physical capital resources, human capital resources, and organizational capital resources. 
Hunt (2000) maintains that resources can be financial, physical, legal, human, organ-
izational, informational, and relational. Das and Teng (2000) divide all resources into 
property-based (PBR) and knowledge-based (KBR). The former consist of discrete rights 
to exploit assets protected from appropriation and imitation by the law, while KBR 
consist of technical skills and social knowledge that take time to be acquired. Tangible 
or “raw” resources may be easily purchased or imitated by competitors in markets. Con-
versely, the value of intangible (immaterial) resources depends on company competency. 
Consequently, intangible resources have more strategic value due to their uniqueness 
and difficulty in imitation or substitution (Paradkar et al., 2015). 

Service-dominant logic separates operand and operant resources. Operand resources 
are treated as passive and operant resources as active resources (Vargo and Lush, 2008). 
Operand resources are inert, so they require action to create benefit. Operant resources 
are a combination of skills, knowledge, and competencies which – when they act on 
operand resources – create value for the firm (Agrawal and Rahman, 2015). Service 
innovation relies more on operant than operand resources (Hsieh and Hsieh, 2015). 
Moreover, operant resources determine the degree of service innovativeness (Michel 
et al., 2008). 

However, the possession and control of various resources is not sufficient for long-term 
survival (Strønen et al., 2017). In order to create a competitive advantage, an organi-
zation should be able to combine, develop and exploit resources. This indicates that 
resource combination is an effective mechanism to transform the resources into capa-
bilities (Lichtenstein and Brush, 2001). Hence, capabilities are mastered through the 
utilization of resources (Carroll and Helfert, 2015). Grant (1991) states that capabilities 
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may take the form of routines and interactions by which the firm’s other resources are 
coordinated. Teece (2014) affirms that capabilities are a firm’s capacity to utilize resources 
to perform an activity that flows from the bundling or orchestration of resources. 
According to O’Connor (2008), capabilities are the business processes needed to con-
figure assets in advantageous ways. Organizations that are able to build capabilities 
by combining resources in unique ways can access intricate bundles of resources with 
which to successfully compete with rivals (Hervas-Oliver and Sempere-Ripoll, 2015; 
Sułkowski and Patora-Wysocka, 2020). The most established classification of capabili
ties distinguishes them as either static or dynamic. Firms’ static capabilities are those 
essential routines and practices that often require having a high level of technical need 
supporting firm activities (Urueña et al., 2015). Whereas dynamic capabilities focus 
on a firm’s ability to strategically manage and deploy resources through repeatable 
patterns in order to achieve business objectives (Giannopoulou et al., 2011). 

A similar approach is expressed by Koryak et al. (2015). They highlight the importance 
of growth capabilities that enable a firm to compete in the market on a day-to-day basis 
(growth capabilities agree with static capabilities) and dynamic capabilities, which 
extend, modify, or create new growth capabilities. Hence, static capabilities mean 
stationary or fixed capabilities while dynamic capabilities may be defined as energetic, 
capable of action or change, and forceful. Usually, organizations possess different 
capabilities that are described by four dimensions: (1) employee knowledge and skills, 
(2) technical systems, (3) managerial systems that conduct knowledge creation and 
control processes, and (4) the values and norms related to these processes (Löfsten, 
2016). According to Christensen (2013), organizational capabilities comprise human, 
technological factors, material resources, processes, and criteria for decision-making. 
These arise from the skills and abilities that enable the application of resources and 
reflect an ability to continuously transform knowledge and ideas into new products, 
services, processes (Hogan et al., 2011). 

Bello et al. (2016) focus particularly on service innovation capabilities, which play an 
important role in the successful development of different service innovations. These 
multidimensional capabilities are embedded in organization routines or processes 
and have the potential to recurrently distribute and reconfigure resources in the 
persistent creation of new or improved services. Service innovation capabilities allow 
organizations to retain flexibility and adapt to their environment through the repeated 
and continuous creation of innovations (Giannopoulou et al., 2011). Although organ-
izational capabilities play a significant role in creating innovation through actors’ 
value co-creation (Urueña et al., 2015), nonetheless, there is an absence of agreement 
as to which capabilities are critical to the development of innovative service outputs 
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(Gryszkiewicz et al., 2013). To summarize, successful service innovation by value 
co-creation requires the integration of various resources and a company’s ability to 
use these resources purposefully and creatively.

Engineering Project as Service Innovation 

Engineering services are typically knowledge-intensive, project-based, and people-cen-
tric business services. They usually have a long life cycle, representing a distinctive 
business model (Løwendahl, 2005; Malhotra and Morris, 2009; Von Nordenflycht, 
2010). They play a critical role in the supply of innovative solutions related to e.g. 
infrastructure, buildings, electricity, urban transport, water systems. As knowledge- 
-intensive business services, engineering services employ skills and talents of different 
professions and organizations (Nicholas and Steyn, 2017). These knowledge and exper-
tise are needed to reflect the best practices for achieving low cost, versatility, and 
reliability (Miller, 2001). 

Engineering services are project-based and are reasonably treated as creators of inno-
vations (products, service, processes) for almost every organization (business, govern-
ment; Siegel, 2019). Engineering innovation outlines what it takes to transition a new 
concept into a successful product, service, or process (Legum et al., 2019). As an 
innovation, an engineering service project means a process from idea to its realization 
(Stošić and Milutinović, 2017), which is divided into four phases, each with numerous 
activities (Duffy, 2008). Every engineering service project is unique: it is developing based 
on market demand and diverse goals, intricacy, and time. Baark (2001) notices that 
every engineering project can encapsulate many different innovative elements, e.g. it can 
adapt existing technology to local conditions or uniquely assemble technical constit-
uents. Moreover, the engineering innovation process can occur as a subtle change, 
e.g. innovation can be inspired by observing how the client has modified the design 
and process for better use. Furthermore, often in an engineering project, innovation 
means the complex business solution that combines the product and process. That 
makes sense in services where the border between a service and its delivery process 
is unclear (Santos-Vijande et al., 2012), which is exactly what engineering services 
are. In summary, engineering service innovation is complex and multidimensional.

As with many innovations, engineering service projects are risky and show high 
failure probability (Miller and Lessard, 2001; Nicholas and Steyn, 2017). Projects may 
face market-related (demand, financial, and supply), completion (technical, construc-
tion, and operational), and institutional risks (regulatory, social acceptability; Miller 
and Lessard, 2001a). It is a laborious task to avoid failures, cope with project problems, 
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and reach project success (Nicholas and Steyn, 2017). As Stošić and Milutinović (2017) 
note, success depends on the project team and especially the project manager. S/he is 
responsible for project planning, communication, control, and achieving a project 
goal. Moreover, a project manager should nurture trust among team members, along 
with integrating their efforts, skills, knowledge, and experience. Usually, contemporary 
engineering projects are international, so they require cross-cultural competence that 
positively influences a team’s work and can be seen as an assumption of project success 
(Henrie, 2014). Project management leaders feel incessant pressure to innovate and 
prepare their products, services, and teams more creatively than ever before. This 
suggests an imperative to manage a complex set of resources, capabilities, systems, 
processes, procedures, and tools that enable us to achieve the engineering service 
innovation project goals of all interested parties.

Research Design and Study Context

The study was based on qualitative methodology, selected for three reasons. First, 
qualitative methodology allows us to understand a complex reality and the meaning 
of actions in a given context, and it produces in-depth information that help to under-
stand the various dimensions of the problem under analysis (Queirós et al., 2017). 
Furthermore, qualitative methodology allows to better understand the perspectives 
of study participants. (Green and Thorogood, 2013). Third, qualitative research is 
appropriate when little is known about a topic and when researchers want to learn 
more about the matter (Antwi and Hamza, 2015). Fourth, qualitative methodology 
often relies on personal contact over time between the researchers and the group under 
analysis, which is exactly the case of our study. Building a partnership with study 
participants leads to a deeper insight into the context under scrutiny and adds richness 
to the data (Ulin et al., 2005). 

Two motives have stimulated us to select engineering services for analysis. First, it 
was the innovative nature of engineering services, which often refer to the development 
of completely new products or processes. Seeking to help companies in solving the 
complex problems arising from the modern business environment, engineering com-
panies design and develop ever-new machinery, materials, instruments, structures, 
processes, and systems. Engineering services may involve consulting, feasibility stud-
ies preparation, planning, design, technical services, inspection, engineering projects 
evaluation, and other related services. Thus, the industry of engineering services is 
technology-driven and highly innovative (Kantola and Karwowski, 2016). The second 
reason to study engineering services is the fact that we still know very little about 
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how engineering services companies deploy their resources at different stages of 
service innovation projects and what capabilities they require for creating innovative 
solutions for business problems.

The study was performed in a Lithuanian engineering services company that operates 
in various European, Asian, and African countries, including Russia, Belarus, Uzbeki
stan, Kazakhstan, and Azerbaijan. Recently the company started its business in the 
Iranian market. The studied company belongs to a group of small and medium-sized 
enterprises. In 2020, the company had 30 employees, and its total revenues reached 
EUR 6.54 million. The company has been implementing innovative solutions for water 
treatment, condensates, and wastewater for over 25 years. The company offers the fol-
lowing services: equipment design, manufacturing, installation, start-up and adjustment, 
technical support, and maintenance. In the water treatment process, the company 
uses both traditional and unique water treatment technologies, developed by the com-
pany engineers. The company serves clients from different industries: electric power, 
oil refining, chemical, food, paper-making, pharmaceutical, textile, electronics, glass- 
-making, agriculture industries. Moreover, the company delivers services for municipal 
drinking water supply systems. The diversity of served industries, expertise, and rich 
experience in implementing engineering projects were the main criteria why we 
selected this company for the study. My personal contacts with the company commu-
nity and the company’s interest in this study were additional reasons. 

So as to reach the aim of this study, engineering service innovation projects were selected 
from a pool of realizable projects based on four criteria: (1) the technology used, (2) the 
industry of project implementation, (3) project duration, and (4) project size. Multiple 
cases reflect a different reality (Stake, 2005) and help researchers to better understand 
differences and similarities between cases (Baxter and Jack, 2008). The information 
about selected projects is provided in Table 1 (in order to ensure confidentiality, projects 
are listed anonymously). 

As Table 1 above shows, we employed two methods for gathering primary data were 
employed: focus group and semi-structured interview. Focus group and semi-struc-
tured interview methods are the most widely used in qualitative research methodol-
ogy (Antwi and Hamza, 2015). Using few methods helps researchers better understand 
studied phenomena and strengthens study reliability and validity (Yin, 2014).

Senior managers who typically lead the business management unit were invited to 
participate in the focus group discussion (Table 2).
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Table 1.	List of studied engineering service innovation projects

Project Technology Industry Project 
country

Project  
duration

Project value 
(million euros)

Project 1 Reverse osmosis Oil refining Bulgaria 12 months 2.5

Project 2 Ultrafiltration Energy Belarus 18 months 4.4 

Project 3 Mechanic filtration Oil refining Iran 8 months 3.3 

Project 4 Ultrafiltration Metal 
processing Lithuania 7 months 1.4 

Project 5 Reverse osmosis Water supply Iran 18 months 1.1 

Source: own elaboration.

Table 2.	Profile of focus group discussion participants

Participants Position in company Work experience (in years)

Participant 1 CEO (owner) 12

Participant 2 Technical director 7

Participant 3 Director of commerce 10

Participant 4 Automatization manager 5

Participant 5 Production manager 8

Source: own elaboration.

As demonstrated, focus group discussion focused on two main questions: 1) what com-
pany’s distinctive features are important to the success of engineering service inno-
vation projects, 2) what resources and capabilities lead to company competitiveness. 
The focus group discussion happened in the company’s lounge and took 75 minutes. 
The focus group discussion was organized in January 2020.

Project managers perform tasks according to the goals and scope of the project and are 
in charge of conducting, controlling, and coordinating overall project activities. This 
is the main reason why project managers were invited to participate in semi-structured 
face-to-face interviews (Table 3). Consequently, all invitees consented to the interviews.

The main topics included in the semi-structured interview questionnaire were: 1) stages 
of an engineering services innovation project, 2) value co-creation activities with 
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clients during an engineering services innovation project, 3) resources and capabilities 
necessary in different phases of an engineering services innovation project. The semi- 
-structured interviews were conducted in the informants’ workplaces, and each of the 
meetings took 45–70 minutes. The participants were open and interested in the study. 
The semi-structured interviews were held in March 2020.

Table 3.	Profile of semi-structured interview participants

Participants Position in 
company Projects Work experience  

(in years)

Participant 1 Project manager Project 2
Project 4 7

Participant 2 Project manager Project 1 6

Participant 3 Project manager Project 5 10

Participant 4 Project manager Project 5 6

Participant 5 Project manager Project 3 5

Source: own elaboration.

In both cases – focus group discussion and semi-structured interviews – supplemen-
tary questions were asked to follow up on interesting ideas and to direct the discussion 
toward expected themes.

The data obtained from the focus group participants and interviewees were trans
cripted and analyzed using qualitative content analysis (Roller and Lavrakas, 2015) 
in an inductive manner. Inductive content analysis is used when there are no previous 
studies dealing with the phenomenon (Hsieh and Shannon, 2005), meaning that it is 
driven by data (Anandarajan et al., 2018). The sequence of inductive content analysis 
is the following. First, transcripts of recorded focus group discussions and interviews 
were chosen as units of analysis. Second, records were transcribed and analyzed. 
Participants were asked to review the resulting write-ups as a precaution against 
misunderstanding and transcription errors (Gibbert et al., 2008). Third, the texts were 
divided into condensed meaning units like words, sentences, or paragraphs related 
to each other by content. Fourth, each condensated unit was abstracted and labeled with 
a code. Fifth, various codes were compared based on relationship aspects of underlying 
meanings, and the same meanings were grouped together, which formed first-order 
categories. The first-order categories were combined to create second-order categories, 
which were based on study participants’ expressions and the qualitative content of 
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their meaning. Finally, the first- and second-order categories were gathered into aggre-
gated dimensions.

Main Findings 
Focus Group Discussion Findings

The first topic of focus group discussion has uncovered five company’s distinctive 
features that are important to the success of engineering service innovation projects. 
The first one is that the company has more than 25 years of experience in the water 
systems engineering business. Long-term experience leads to the company’s exceptional 
expertise. This is the keystone to implement unique water systems projects, which 
offer innovative engineering solutions based on newly created or improved water 
technologies. The highest quality standards of all engineering innovation projects 
were named as a second trait. 

The discipline of project implementation terms serves as a standard that distinguishes 
the company in the market. The duration of projects ranges from six months to several 
years, and it depends on the complexity of the order, the industry, the country in 
which the project is implemented, the timeframe for subcontracting, and other reasons. 
Despite tight deadlines, the company fulfills its commitments to complete projects on 
time. Exceptional quality including full service was listed as the third distinctive 
trait of the company.

The company offers a complete water treatment solution implementation from concept 
to realization. It means that the company provides consulting services on all water treat-
ment matters, the design of water treatment systems, the automation of water treatment 
process, equipment manufacturing, the warranty and post-warranty service of equip-
ment, the manufacturing of test equipment for technologic processes and testing, and 
short-term equipment lease. Full service enables the company to find appropriate 
solutions and conduct each water treatment system individually. In other words, the 
company is strongly oriented toward clients’ needs. The company’s solutions are used 
by more than 700 companies from different industries, such as electric power, food, 
papermaking, pharmaceutical, healthcare, electronics, agriculture, textile, oil refining, 
and metallurgic. Many of these firms are worldwide leaders in their own fields. 

Attention to organizational learning is the fourth distinctive trait of the company. The 
company improves itself over time through gaining experience and using it to create 
knowledge. As the last distinctive feature, interviewees mentioned partnerships and 
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networking. The company operates in different markets, many geografically remote, 
so trusted partners in each market facilitate and accelerate project implementation. 
Partnership is particularly important to acquiring and disseminating knowledge. In 
summary, the company’s features create preconditions for the company to be the leader 
in water treatment technologies and be the first choice of clients, partners, and suppliers. 
Table 4 provides the detailed results of the interviews.

Table 4.	Distinctive features of the company

First-order category and representative quotes Second-order 
category

Aggregate 
dimension

Each water treatment project is unique. The company always provides 
solutions suitable for clients’ individual water treatment needs. 

Innovation

Leader  
in water 
treatment 
technologies

Our products and technologies are continually improved.

Our company creates innovative solutions that ensure waste-free 
water treatment, save nature and energy resources.

Our company attempts to be approachable to clients in order to better 
understand their needs.

Response  
to clients need 

Priority 
choice  
for clients

Knowledge of the local market and understanding of clients’ 
specificity enable us to offer them optimal solutions.

Our company offers a full-service package for clients.

Quality of our company’s products is approved by ISO quality 
certificates.

Quality
Our company uses only high-quality equipment of well-known 
manufacturers. It allows us to ensure reliability, durability,  
and required qualitative parameters.

Reliable functioning of our equipment and stable parameters of treated 
water ensures our clients’ smooth operation of production facilities.

Our employees renew their knowledge in a systematic way and 
improve their qualifications. Organizational 

learningOur team is deeply experienced in water treatment area. This enables 
us to find the best solutions for each particular situation.

We are working with partners in each market.

Partnership 
and 
networking

Priority 
choice for 
partners 
and 
suppliers

Our wide office and partnership network ensures timely and quality 
service.

Our goal is a long-term cooperation. We create value by disseminating 
our knowledge to our partners.

Source: own elaboration.
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Company resources and capabilities covered the second issue of the focus group discus-
sion. Table 5 provides a comprehensive list of the company’s resources and capabilities 
disclosed during qualitative content analysis. 

Table 5.	Company resources and capabilities

First-order category and representative quotes Second-order 
category

Aggregate 
dimension

The company often operates without an advance payment or with very 
small advance payment throughout the entire project. 

Financial 
resources

Resources

The company requires tools, special loom, lifts, autoloaders, etc. Technological 
equipment

We operate in different industries and face with various clients’ problems 
and requirements, so we need to know how to create engineering solutions.

Expert 
knowledge

We have been operating in this market for many years, so we have a set 
of necessary tools, and our systems have been tested in many ways. Experience

Many advanced/cutting-edge technologies, along with traditional 
technologies built in the company are used to project implementation. Technology

Clients trust us. They know that despite complex issues, our company 
can implement the project from beginning to end. We are responsible 
and reliable suppliers.

Trust 

Our company is very well known in local and international water 
treatment technologies markets. Reputation

The project must have the required number of staff. The quality of work 
and compliance with deadlines depend on it.

Human 
resources

The company often operates under uncertain circumstances. It may  
be the changes in clients’ needs, legislation, entry to a new market, 
employment issues, etc. Nevertheless, the company can solve these 
problems quickly and efficiently.

Organizational 
flexibility

Capabilities

It is not sufficient to correctly forecast the costs and prices, timeframe, 
sequence of project, etc. We need to predict the things that the company 
will be able to give up later because the company will have to accept 
the client’s position.

Planning 
capabilities

Employees learn from everything that is possible, for instance, from 
their experience and then apply their learning to perform successfully 
in situations of uncertainty.

Learning 
agility

Bargaining is very important, frequently the most important skill in the 
market. Negotiation 

Various disturbances are common in implementing innovation projects, 
so our engineers and other employees need to find ways to eliminate  
or prevent these incidents. It means they need to renew their knowledge 
and skills quickly by using external sources. The company has 
a system for doing this.

Knowledge 
absorption
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A client should be able to understand the solutions that our company  
is going to implement. As collaborators, we need to understand each 
other and communicate during project implementation and later. 
Relationship building and the smoothness of communication are very 
important and very difficult.

Relational 
capabilities

Our company constantly seeks new ideas, implements them, and creates 
new solutions for our clients. We are often the first to create/develop 
and launch a particular water treatment system. This is our competitive 
advantage.

Innovative 
capabilities

Management is a capability to lead and control the entire process,  
i.e. orders, deliveries, the manufacturing it-self.

Managerial 
capabilities 

Source: own elaboration.

Finances, technology, and technological equipment were named the main prerequisites 
to engineering service innovation projects. However, participants were much more 
likely to talk about competent staff, their expertise, and the experience gained from 
various projects. In addition, the discussion revealed the big value of client trust in 
the company and its reputation. According to the participants, it is difficult to say that 
one resource is more important than another. The lack of at least one element can 
seriously disrupt project planning and execution. Providing tangible necessary 
resources and nurturing intangible resources is the task of the company’s senior 
managers. The capabilities revealed in the discussion could be conditionally divided 
into three groups. The first group gathers organizational flexibility and negotiation 
are related to the company’s behavior in the market and its ability to win project orders. 
Learning agility, knowledge absorption, and innovative capabilities form the second 
group. These capabilities are crucial to project implementation. The third group includes 
planning and managerial capabilities. These capabilities are employed in everyday 
activities. The last type of capabilities mentioned by participants is relational capa-
bilities. These are umbrella capabilities, which are required for all activities and are 
vital for both internal and external communication and collaboration.

As the participants noted, the competition in the water treatment solutions market is 
intense and the company constantly faces challenges. Therefore, leveraging resources 
and capabilities to the best extent is the key to maintaining and sustaining the com-
pany’s competitive advantage.

Findings of Semi-Structured Interviews 

The project managers lead different engineering services projects simultaneously. All 
the analyzed engineering service innovation projects are unique and differ in scope, 
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complexity, duration, and involved partners, so a clear scheme of project activities 
sequence may facilitate their management. The participants of semi-structured inter-
views foregrounded fourteen activities implemented during project planning, build-up, 
implementation, and closeout stages (Table 6).

Table 6.	Stages and activities of engineering service innovation project 

Project stage Project activities

Planning

Identifying the client problem

Generating of ideas for problem solution

Evaluating the ideas 

Preparing the proposal

Build-up

Analysis of the client business environment 

Defining the client’s requirements

Translating client requirements into water system design requirements

Design of water system

Ordering of components

Implementation

Production

Delivery of the equipment for client

Testing and adaption

Water system launch

Closeout Activities after the launch

Source: own elaboration.

According to the interviewed project managers, all stages of the project and every 
activity of each stage are equally important but differ greatly in terms of managers’ 
attention and time requirements. Nonetheless, international projects’ activities require 
more flexibility and adaptability. Usually, more attention is needed in the planning 
stages so as to identify a client’s business problem and prepare a proposal. Translating 
client requirements into water system design specifications and proper water system 
design are two of the most time-consuming activities in the build-up project stage. In the 
implementation stage, production activities, water system testing and adaptation, and 
water system launch were most often mentioned. Let us note that the interviewed project 
managers were unable to specify activities at the project closeout stage. 
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Evidently, engineering service projects are performed following clients’ demands. All 
project managers who participated in the study unanimously affirm that clients’ con-
tribution to value co-creation is a particular request and feature of engineering service 
innovation projects. The findings reveal that value co-creation activities happen at all 
stages of the engineering service innovation project, in which clients emerge as active 
co-creators of value (Table 7).

Table 7.	 Company and client value co-creation activities in engineering service  
	 innovation projects

First order category and representative quotes Second order 
category 

Aggregate 
dimension

Client does not always know what his company needs, thus, we discuss 
the issues, which often requires intellectual involvement and time.

Co-identification 
of the client’s 
problem Project 

planningWe suggest a few ideas/solutions for client business problem. Client 
wants to know in detail the pros and cons of every idea. Client has  
his/her own criteria for evaluating our ideas.

Co-evaluation  
of ideas

Our company makes/prepares the technological scheme and sends  
it for client approval. We contact the main person of client company 
and adapt any necessary changes to client wishes/needs. 

Co-defining  
of client’s 
requirements

Build-up 
project

Equipment must be installed at the specific location, the water must 
be obtained from some place and supplied to another location, stored, 
and protected, so we need client’s contribution. Client is interested  
in project implementation on time; he/she shows and explains to our 
employees everything we need.

Co-analysis  
of environment

Client checks our project, technological scheme, drawings, initial 
instructions, and specifications. Indeed, client operates as 
co-designer.

Co-design

For clients to understand what is required, they need knowledge.  
By training a client, the company strengthens the bond with the client. 
If we help them, then they help us as well. Clients provide tips and 
help throughout the entire project.

Co-production
Project 
implemen- 
tation

Client must participate. We check how water system functions  
and adjust, alter something, etc. We show the clients what is happening, 
and they learn how to manage the system.

Co-testing  
and co-adoption

It is important to maintain communication with the client in a regular 
way because the functioning of the water system depends on that. 
Some trouble could be caused by the client’s scarce knowledge in this 
area. We are ready to help. On the other hand, we obtain valuable 
information from the client when he addresses and asks how it is 
possible to improve the functioning of water equipment.

Co-activities 
after the launch 
(e.g. mutual 
information 
exchange, 
co-learning)

Closeout 

Source: own elaboration.
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Notably, not all engineering service innovation project activities comprise value co-crea
tion with clients, e.g. proposal preparation in the project planning stage or client 
requirements translation into water system design specification in the build-up stage. 
The scope of co-created activities varies among project stages. The build-up project stage 
is characterized by more co-creation activities than other stages. As the participants 
mentioned, it is difficult to clearly separate the activities of one stage from other stages. 
It is more important to ensure that the expected outcome of a specific activity will be 
reached. Co-creation activities differ also by the manner of their execution: some are 
conducted in situ – i.e. at the studied company (e.g. co-production) – while other at the 
client company (e.g. co-testing and co-adaption of the water system).

An engineering project is a sophisticated process that consumes different resources 
and requires various capabilities. Table 8 demonstrates what resources and capabilities 
were used in engineering service innovation projects and how they varied in different 
project stages and concrete activities of value co-creation with clients.

Table 8.	Resources and capabilities employed to value co-creation in engineering service 
innovation projects

Project 
stage

Project 
activities

Co-creation 
activities Resources Capabilities 

Planning

Identifying  
the client 
problem

Co-identification 
of the client’s 
problem

Expert knowledge 
Diagnosing skills
Communication skills
Finances
Human resources
Technology

Negotiation capabilities
Relational capabilities
Analytical capabilities
Management capabilities

Generating  
of ideas for 
problem 
solution

Experience
Communication skills
Finances
Human resources
Technology

Negotiation capabilities
Relational capabilities
Creativity
Management capabilities

Evaluating  
the ideas 

Co-evaluation 
of ideas

Expert knowledge 
Communication skills
Trust
Finances
Human resources 
Technology

Negotiation capabilities
Relational capabilities
Management capabilities 

Preparing  
the proposal

Expert knowledge 
Communication skills
Finances
Human resources 
Experience
Technology

Organizational flexibility 
Learning agility 
Planning capabilities
Analytical capabilities
Innovative capabilities
Management capabilities
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Build-up

Analysis of the 
client business 
environment 

Co-analysis  
of the 
environment

Expert knowledge 
Finances
Human resources
Technology

Analytical capabilities
Innovative capabilities
Management capabilities

Defining the 
client’s 
requirements

Co-defining  
of client’s 
requirements

Expert knowledge 
Communication skills
Finances
Human resources
Technology

Negotiation capabilities
Analytical capabilities
Management capabilities

Translating 
client 
requirements 
into water 
system design 
requirements

Expert knowledge 
Communication skills
Finances
Human resources
Technology

Negotiation capabilities
Analytical capabilities
Management capabilities

Design  
of water 
system

Co-design

Human resources
Expert knowledge
Communication skills
Trust
Finances
Technology

Creativity
Innovative capabilities
Analytical capabilities
Management capabilities

Ordering  
of components

Finances
Human resources
Technology

Planning capabilities
Management capabilities

Implemen- 
tation

Production Co-production

Human resources
Technological 
equipment
Expert knowledge
Experience
Finances
Technology

Planning capabilities
Innovative capabilities
Organizational flexibility 
External knowledge 
absorptive capabilities
Management capabilities

Delivery  
of the 
equipment  
to client

Human resources
Technological 
equipment
Finances
Technology

Organizational flexibility 
Planning capabilities
Management capabilities

Testing and 
adaptation 

Co-testing and 
co-adaptation

Technological 
equipment 
Expert knowledge
Confidence
Finances
Human resources
Technology

Relational capabilities
Cross-cultural capabilities
External knowledge 
absorptive capabilities
Management capabilities

Water system 
launch

Technological 
equipment
Expert knowledge
Finances
Human resources
Technology

Relational capabilities
Management capabilities
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Closeout Activities after 
the launch 

Co-activities 
after the launch 
(e.g. mutual 
information 
exchange, 
co-learning)

Communication skills
Trust
Finances
Human resources
Technology

Relational capabilities
Management capabilities

Source: own elaboration.

The interviewed project managers frequently mentioned operant (intangible) resources 
such as expert knowledge, diagnostic skills, experience, communication skills, techno
logy, and trust. They much less frequently spoke about tangible (operand) resources 
such as finances, technology, or technological equipment. The financial resources and 
technology were highlighted as vital for engineering projects: they were identified as 
necessary for every project activity and implementation. needed for everyone’s project 
activity. According to the interviewees, dependence on these resources is a particular 
feature of engineering projects. Human resources and expert knowledge were named 
as other obligatory engineering project resources. Project managers emphasized that 
the number of project workers influences the quality and timeliness of the project. 

Table 8 shows the capabilities employed by engineering service innovation project 
workers at the different stages of the project. In the planning, development, and imple-
mentation stages of the project, managers mentioned 15 capabilities compared to just 
two in the closeout stage. Many capabilities are necessary for different co-creation 
activities. Project management capabilities were named as the most important capabi
lities: they are significant for all project activities. A growing number of engineering 
service innovation projects become increasingly complex, so effective project manage
ment capabilities are critical. In the context of the growing complexity and sophisti-
cation of projects, what is increasingly often required are analytical capabilities (in 
the build-up stage), negotiation capabilities (in the planning and build-up stages), and 
innovative capabilities (in the build-up and implementation stages). The interviewees 
noted that innovative capabilities are the keystone to innovate and help them to conti
nuously transform knowledge and ideas into new products and services, facilitated 
in applying appropriate technologies to develop new engineering solutions in order 
to meet market needs and eliminate competitive threats. 

To successfully conduct projects, the managers should be able to build and develop 
relationships with project teams and clients. Thus, relational capabilities are common 
at different project stages. Project teams establish and maintain diverse relations with 
many different actors like clients, partners, and suppliers. In the interviewed managers’ 
opinion, all project workers and project managers should possess perfect relational 
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capabilities. Moreover, the relational capabilities enable the company to secure access 
to external knowledge and competencies needed for innovation. The relational capabi
lities also help project managers to motivate, inspire, and coach project teams.

Despite the fact that four out of the five studied projects are international, cross-cul-
tural capabilities were mentioned only once. These capabilities play an important role 
in face-to-face relationships when a water system is co-tested and co-adapted in a busi-
ness client company. 

In summary, engineering service innovation projects are realized by company-client 
co-creation activities that employ a plethora of resources and capabilities.

Discussion

Scholars indicate that we should devote more attention to explaining what resources 
and capabilities contribute to a company’s service innovation and how. According to 
many, companies that develop resource-oriented practices enrich service innovation 
capabilities and win over competition more easily. Theoretical research on company- 
-level resources and capabilities that influence service innovation is quite numerous, 
but empirical research offers merely scarce and scattered results so far. In order to 
bridge this gap, we took a step toward providing empirical findings from an interna-
tional engineering company’s practice that employs resources and capabilities for 
value co-creation in the development of innovative engineering solutions. 

As mentioned above, the aim of this study was to reveal what service provider’s resources 
and capabilities are employed to create engineering service innovation through value 
co-creation and how these resources and capabilities vary in different project stages 
of engineering service innovation. In order to reach this aim, I selected the qualitative 
methodology, which enabled me to better understand the complex reality and mean-
ing of actions in the engineering service innovation context. The results of senior 
managers’ focus group discussion showed that the company’s distinctive features 
found the success of its engineering service innovation projects as leading in water 
treatment technologies and first choice for clients, partners, and suppliers. For that 
purpose, the company constantly invests in the research and development of advanced 
technologies, expanding its production base and investing in employee development. 
Moreover, the senior managers indicated the scope of resources and capabilities valid 
to maintain these particular features of the company. Most of these capabilities are 
operants, which means they determine service innovativeness and influence the 
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company’s competitive advantage, i.e. the capabilities are reputation, trust, expert 
knowledge, experience, organizational flexibility, learning agility, and knowledge 
absorption. These findings show similarities with the previous research by e.g. García- 
-Sánchez et al. (2018) or Stelmaszczyk (2020) who state that absorptive capacity impacts 
organizational innovation and organizational performance. Moreover, Beraha et al. 
(2018) indicate that the need for company flexibility reactions increases with environ-
mental change and uncertainty. 

Despite the leading role of operant resources, the finances and technological equipment 
(operand resources) were named as the basis for engineering innovation. These findings 
agree with the previous research. Technology as a critical resource in creating value 
and service innovation is mentioned by Akaka and Vargo (2014), Rusanen et al. (2014), 
and Vargo et al. (2015). Furthermore, Kim (2020) proved the significant relationship 
between financial resources and innovation in huge and complex engineering projects.

While the discussion of the senior managers’ focus group provided a general view of 
the engineering company’s operations, the project managers’ interviews gave me insight 
into engineering project practices. In this research, the creating of engineering service 
innovation is considered as a project consisting of four stages – planning, build-up, 
implementation, and closeout – with numerous co-creation activities in each of them 
(Duffy, 2008). This result shows similarities with e.g. Marinkovic et al. (2017) who 
analyzed innovative ICT projects as the creation of innovation by the development of 
the client’s problem solution. 

Every stage in an engineering innovation project consists of different activities. Despite 
the differences in duration of the analyzed engineering service innovation projects, 
we identified 14 similar activities. Some of them are performed by the service provider, 
other require clients’ input, namely the co-identification of problems, the co-evaluation 
of ideas, the co-defining of requirements, the co-analysis of environment, co-design, 
co-testing, co-adoption, co-production, and post-launch co-activities. 

From this viewpoint, my study shows most similarities with the work by Marcos-Cue-
vas et al. (2016). Active client in engineering service innovation projects agrees with 
previous research, which has found that the role of the client has significantly changed 
in recent years from passive recipient to value co-creator (Pezzotta et al., 2017). Value 
co-creation refers to the value created by the joint activities of the parties (Balaji and 
Roy, 2017). Grönroos (2011) mentions three value co-creation spheres: the provider’s, 
joint, and the client’s. My study confirms that value co-creation in engineering service 
innovation projects occurs in the joint sphere, namely during the interaction between 
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the engineering company and the client – and in the provider sphere. Value co-creation 
between the company and the client is revealed in eight project activities: (1) problem 
identification, (2) ideas evaluation, (3) the analysis of the client business environment, 
(4) requirements definition, (5) water system design, (6) production, (7) testing and 
adaption, and (8) post-launch activities. The other six project activities are realized 
without client resources integration. I mean here (9) generating ideas for problem-solv-
ing, (10) proposal preparation, (11) translating client requirements into water system 
requirements, (12) components ordering, (13) delivering the equipment to the client, 
and (14) water system launch.

Usually, engineering projects are complex and take long, so the company often faces 
the challenge of properly optimizing the distribution of resources among different 
projects. Resources are the core elements that support the value co-creation process 
(Plouffe et al., 2019), including service innovation. In this regard, it is useful to know 
what resources will be needed at every stage of implementing projects. Our research 
reveals that in project planning the company identifies clients’ business problems, 
generates ideas to solve the problems, evaluates these ideas, and prepares a proposal. 
Two value co-creation activities with the client – co-identification of problem and 
co-evaluation of ideas – are specified as common to all projects’ planning stages. To 
succeed in an engineering service innovation project planning, the company requires 
expert knowledge, diagnosing, and communication skills. The crucial role of expert 
knowledge in water-related projects is confirmed by van Ast et al. (2017). Zuo et al. 
(2018) argue that effective communication in project management helps to achieve 
team cohesiveness, mutual understanding, and a sense of ownership in the project. 
The identified resources of the project planning stage in the engineering service inno-
vation are augmented by negotiation and relation-building capabilities.

The projects’ build-up stage includes five activities: (1) business environment analysis, 
(2) requirements definition, (3) translating these client’s requirements into water system 
design specifications, (4) water system design, and (5) ordering the components neces
sary for the water system. During this project stage, the company engages the clients 
to co-create the analysis of their business environment, co-define the requirements of 
the water system, and co-design the water system. As well as planning, the build-up stage 
demands expert knowledge and communication skills. Nevertheless, the more impor-
tant resources are finances, human resources, and trust. The role of trust is accentuated by 
Bond-Barnard et al. (2018). Their research findings show that the level of trust in a pro-
ject stimulates the degree of collaboration. Among significant capabilities at this stage 
of engineering projects, the following were outlined: analytical, innovative, negotiation, 
creative, and planning capabilities. Analytical, innovative, and planning capabilities 
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have similarities with the work of Mainga (2017) who studied project management 
competencies that encompass project team’s capabilities to assess complex and fluid 
situations and to better estimate project costs, schedule, and project risks. As Mainga 
(2017) affirms, these capabilities enhance project efficiency in the case of scarce finan-
cial resources. Biedenbach and Müller (2012) stress that innovative capabilities in 
early project phases have a significant positive impact on long-term project success. 

The subsequent project stage – implementation – includes the equipment production 
process, the delivery of the equipment to the client, the testing and adoption of the 
equipment, and the launch of the entire water system activities. As value co-creators, 
clients take part in the production process and testing, but also in the adaptation of 
the water system activities. While implementing this project’s stage, the company’s 
production capacity and human resources play the main role. This determines whether 
the project will be implemented in a timely and high-quality manner. In addition to 
production capacity and human resources, intangible resources such as expert know
ledge, experience, and trust are inseparable from successful project implementation. 
The issue of the mentioned resources, which will be employed appropriately during 
project implementation, rely on the company’s capabilities. In relation to planning, 
innovative, and relational capabilities mentioned at earlier stages of the project, the 
implementation stage is particularly due to request for the external knowledge absorp-
tive, organizational flexibility and cross-cultural capabilities. 

Many of these findings are consistent with previous research. Flor et al. (2018) state 
that absorbing external knowledge exerts a direct influence on radical innovation in 
high-tech companies. Searching widely and deeply across external sources can provide 
ideas and resources that help firms gain and exploit innovative opportunities. An 
absorptive capacity allows firms to recognize the value of new, external information, 
assimilate it, and apply it to commercial ends (Kazadi et al., 2016). Forés’s and Cami
son’s (2016) industrial firms’ research findings confirm that absorptive capability acts 
on the development of new products, processes, technologies, and management methods. 
My study revealed that absorbing external knowledge is needed during the project 
implementation phase. This result is not aligned with Eslami and Lakemond (2016) 
study’s findings. Their study shows that capturing customers’ knowledge in terms of 
requirements and specifications is important in the project ideation phase. Saeed et 
al. (2020) reveal the positive influence of organizational flexibility on project portfolio 
management. It is important for project-based organizations, which manage different 
projects that require flexibility. As engineering projects are increasingly cross-cultural, 
the diversity of participants can enhance the differences in perceptions and under-
standing of the meaning of the variety of signals – e.g. the drawings and messages in 
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construction projects (Fellows and Liu, 2016) – so the company’s cross-cultural capabi
lities are gaining in importance. Johnsen and Ford (2006) stress that the capability to 
manage cross-cultural relationships and to establish a position in new networks is 
critical, especially when a smaller company is entered into a relationship with a larger 
client, which is the case in my study. 

The last project stage at the scrutinized company is closeout, which encompasses the 
activities performed after the entire launch of the water system in the client’s business. 
The company makes efforts to ensure strong relationships with clients. In turn, clients 
are also interested in the company’s support during the functioning of the water sys-
tem. Among the co-creating activities, there are two: (1) mutual information exchange 
and (2) co-learning. These activities are based on good communication skills, trust, 
and relation capabilities. As my research shows, the latter are desirable at all stages 
of the engineering project. This finding shows a connection to the results of Ngugi et 
al. (2010) study. Their findings suggest that the identified set of relational capabilities 
may be employed by small and medium-sized suppliers to enable them to support 
innovation and the implementation of initiatives so as to create value. In turn, Kusa 
(2020) states that the access to external resources, their utilization, and sharing of 
their resources are the most important aspects of relational capabilities.

Concluding Remarks

In this article, (1) we outlined the eighteen activities that cover four stages of engi-
neering service innovation projects, (2) identified the range of activities that are per-
formed by the engineering company autonomously, (3) revealed the scope of activities 
required the contribution of clients, i.e. the activities as value co-creation between the 
company and client, (4) discovered how the resources and capabilities vary in different 
engineering service innovation project stages and activities, and (5) determined what 
resources and capabilities are vitally important for value co-creation in engineering 
service innovation project. However, we are sure that the area of resources and capa-
bilities in value co-creation during the engineering service innovation project is in 
its infancy and many aspects are insufficiently understood and need further research.

Theoretical and Managerial Implications

The study makes theoretical contributions related to the knowledge of value co-crea-
tion, resources, and capabilities in a specific context – that of engineering service 
innovation projects. First, the study discloses a set of activities for value co-creation 
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performed by the engineering company and clients at different stages of engineering 
service innovation projects. Second, the study reveals what resources and capabilities 
are employed in engineering service innovation projects and how they vary in the project 
stage by stage. Both these contributions could be treated as a novelty of the study 
because in previous studies researchers focused on one type of resource or capability 
used at a particular stage of the project (i.e. implementation).

The success of engineering services innovation projects plays a significant role in the 
development of businesses. Thus, the study provides valuable information for execu-
tives of engineering companies. Value co-creation with clients has produced widely 
publicized successes at some companies. Nevertheless, practitioners face the challenges 
to building a co-creative company and the model of value co-creation with clients. 
The study shows the need for close relationships between the company’s management 
team and project members. This research helps to make decisions as to how the com-
pany will design, implement, and manage the engineering services innovation projects 
based on co-creation with clients. Engineering projects vary by complexity, risk, dura-
tion, and used technologies. Due to these features, the resources needed for project 
implementation should be carefully planned, especially human resources and finances. 
The study clearly shows that engineering service companies need to concentrate on 
the development of capabilities of project managers and project team members. This 
applies also to the ability to understand, initiate, and perform value co-creation through 
cooperation with clients.

Limitations and Future Research

The study has certain limitations that could be considered veins of future research. 
The study covers one engineering service company that offers water systems equipment 
design, manufacturing, installation, start-up, adjustment, technical support, and 
maintenance. Thus, more and different engineering companies could be involved in 
future research, hence creating new knowledge concerns employed regarding resources 
and capabilities, along with diversity co-creation activities. The above study was per-
formed based on the service supplier perspective. Despite the fact that the service 
company is the more active actor in value co-creation, it could be useful to also involve 
the clients and other stakeholders in the research.
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