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Abstract:This study explores the correlation between the management strategy, organization learning, execution
degree of knowledge management activities and operation performance, with engineering consulting companies
as the research objects. The results of this study indicated that the higher the execution degree of cost leadership
strategy, marketing differentiation strategy and innovative differentiation strategy, the greater the positive impact
on the execution degree knowledge management, and the greater the positive impact on business performance.
Therefore, this study suggests that enterprises need to improve the execution of organizational learning and
knowledge management activities, and attach importance to the execution of cost leadership strategy and
differentiation strategy, so as to improve their performance.
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I. Research Background

Under the pressure of highly competitive environment, how to select appropriate business strategy,
incorporate the concept of organizational learning into knowledge management activities, and then provide
customers with products and services of better quality, and improve business performance has become the key
point of business strategy of many engineering consulting companies. Execution of knowledge management
activities can help the company maintain good interaction with customers and improve competitive advantage.
This study explores the correlation between the management strategy, organization learning, execution degree of
knowledge management activities and operation performance, with engineering consulting companies as the
research objects. The purpose of the study is to provide a proposal for engineering consulting companies to
implement knowledge management activities and improve business performance.

Il. Literature Review

2.1 Business strategy

Durand & Coeurderoy (2001) classified business strategy into: (1) cost leadership strategy; (2)
marketing differentiation strategy; (3) innovative differentiation strategy). Croteau & Bergeron (2001) pointed
out that business strategy refers to the actions taken by the organization to achieve specific objectives. Porter
(1980) held that enterprises could implement cost leadership strategy, differentiation strategy and centralization
strategy to achieve competitive advantages. Miles & Snow (1978) divided business strategies into prospector
strategy, defender strategy, analyzer strategy and reactor strategy. This study adopted three categories of
business strategy of Durand & Coeurderoy (2001).

2.2 Organizational learning

Aris & Ronald (2000) pointed out that organizational learning is to adjust the future
decision-makingactivities based on the past experience. Templeton et al. (2002) held that organizational learning
includes information extraction, information transfer, information interpretation and organizational memory.
Tippins & Sohi (2003) divided the content of organizational learning into four procedures, including
information acquisition, information dissemination, shared interpretation and organizational memory. This study
adopted the four dimensions put forward by Tippins & Sohi (2003) as the dimensions of organizational learning
activities.

2.3Knowledge management activities

According to Carlucci et al. (2004), knowledge management refers to the process of understanding
information, and organizing, updating, sorting, analyzing and sharing the information with others within a long
period. Desouza (2003) defined knowledge management as a set of all activities involving knowledge creation,
knowledge storage, knowledge distribution and knowledge application. Sarvary (1999) believed that knowledge
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management includes three processes: organizational learning, knowledge generation and knowledge
dissemination. Summarizing related literature review, this study classified knowledge management activities
into four dimensions: knowledge acquisition and creation, knowledge refining, knowledge storage and
knowledge sharing.

2.4 Business strategy

Croteau & Bergeron (2001) measured performance from two dimensions: profitability and sales
growth. Kirca et al. (2005) used four indicators to evaluate performance, including the overall business
performance, profitability, sales and market share. Tippins & Sohi (2003) measured the organizational
performance by profitability, return on investment, customer maintenance and sales growth. In this study,
profitability, business growth rate, return on investment, customer retention rate, customer satisfaction, market
share, operating efficiency and other indicators are used as indicators for performance measurement.

2.5 Business strategyand knowledge management activities

Shih & Chiang (2005) pointed out that different business strategies adopted by the company will affect
the mode of promoting knowledge management. Hamzah & Ismail (2009) pointed out that different types of
business strategy adopted by the company would significantly affect the execution of knowledge management
activities to different extent. Based on the literature review, this study put forward H1: different types of
business strategy will have different degrees of significant impact on the execution of knowledge management
activities.

2.6 Organizational learning and knowledge management activities

Singh (2009) pointed out that the execution of organizational learning has significant positive impact
on the execution of knowledge management. Sarvary (1999) held that knowledge management consists of three
procedures, one of which is organizational learning procedure for the company to acquire knowledge or
information. Hsu (2006) pointed out that through encouraging the continuous learning of all the staff of the
company, it can improve the degree of knowledge sharing of the employees. Based on the literature discussion,
this study put forward H2: the degree of organizational learning has significant positive impact on the execution
degree of knowledge management activities.

2.7 Knowledge management activities and business performanc

According to Choi & Lee (2003), execution of knowledge management activities can improve
organizational performance. Schack (2004) believed that knowledge management can improve the performance
of the enterprice. Carlucci et al. (2004) pointed out that knowledge management activities will affect business
performance. Based on the literature discussion, this study put forward H3: the execution degree of knowledge
management activities has significant positive impact on business performance.

I11. Research Method

The questionnaire consists of four parts, which are measured by Likert's five-point scale. Part 1: Types
of business strategy, mainly including 3 dimensions: (1) cost leadership strategy; (2) marketing differentiation
strategy and (3) innovative differentiation strategy. Part 2: level of organizational learning, including four
dimensions: (1) information acquisition; (2) information dissemination; (3) shared interpretation and (4)
organizational memory. Part 3: Execution degree of knowledge management activities, including (1) knowledge
acquisition and creation; (2) knowledge refining; (3) knowledge storage and (4) knowledge sharing. Part 4:
Business performance, including 7 indicators: profitability, business growth rate, return on investment, customer
retention rate, customer satisfaction, market share, and operation efficiency. This study collected relevant data
by mailing questionnaires according to the membership directory of the Chinese Association of Engineering
Consultants, which were filled out by high executives. A total of 35 valid questionnaires were collected. The
statistical analysis method is ANOVA. According to Nunnally (1978), in exploratory research, reliability is
acceptable as long as it is above 0.7. In this study, the reliability of all variables is above 0.7

3.1 Measurement of business strategy

By referring to the questionnaire developed by schorlars (Durand & Coeurderoy, 2001; Prajogo &
Sohal, 2006), this study classified business strategy into cost leadership strategy, marketing differentiation
strategy and innovative differentiation strategy.

3. 2 Measurement of organizational learning
This study took the four-dimensional activities put forward by Tippins & Sohi (2003) as the indicators
to measure the degree of organizational learning. Considering the operation types of the engineering consulting
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companies, this study divided the items of organizational learning activities into the following dimensions:
information acquisition, information dissemination, shared interpretation and organizational memory.

3. 3 Measurement of the execution degree of knowledge management activities

According to related literature review, this study classified the activity items that need to be executed to
promote knowledge management into the following dimensions: knowledge acquisition and creation,
knowledge refining, knowledge storage and knowledge sharing.

3.4 Measurement of operation performance

This study took the profitability, business growth rate, return on investment, customer retention rate,
customer satisfaction, market share and operating efficiency as the indicators to evaluate the operation
performance.

IV. Research Results
4.1 Correlation between the type of business strategy and knowledge management activities
This study divided the types of business strategy into two groups (high degree and low degree), and
examined whether there is significant difference between them according to the average score of the execution
degree of the two groups of knowledge management. The study result rejected H1. The execution degree of cost
leadership strategy, marketing differentiation and innovative differentiation strategy will significantly affect the
execution degree of knowledge management.

4.2 Correlation between the organizational learning degree and knowledge management activities

This part discussed the influence of the organizational learnin degree on the execution degree of
knowledge management. This study divided the organizational learning degree (information acquisition,
information dissemination, shared interpretation and organizational memory) into two groups (high and low
degree), and examined whether there is significant difference between them according to the average scores of
the execution degree of knowledge management of the two groups. The study result supported H2.

4.3 Correlation between the execution degree of knowledge management and business performance

This study divided the execution degree of knowledge management (knowledge acquisition and
creation, knowledge refining activities, knowledge storage activities and knowledge sharing activities) into two
groups (high and low execution degree), and examined whether there is significant difference between them
according to the average scores of business performance of the two groups. The study result supported H3.

V. Conclusion

In empirical research, few studies have included organizational learning and business strategy into
knowledge management activities to explore their impact on operational performance. The results of this study
indicated that the higher the execution degree of cost leadership strategy, marketing differentiation strategy and
innovative differentiation strategy, the greater the positive impact on the execution degree knowledge
management, and the greater the positive impact on business performance. Therefore, this study suggests that
enterprises need to improve the execution of organizational learning and knowledge management activities, and
attach importance to the execution of cost leadership strategy and differentiation strategy, so as to improve their
performance.

References
[1]. Aris, O. and Ronald, V., 2000. Performance of Organizational Design Models and Their Impact on Organization Learning.
Computational & Mathematical Organization Theory, 6(4), 395-410.
[2]. Carlucci, D., Marr, B. and Schiuma, G., 2004. The knowledge value chain: how intellectual capital impacts business performance.

International Journal of Technology Management, 27, (6/7), 575-590..

[3]. Choi, B. and Lee, H., 2003. An empirical investigation of KM styles and their effect on corporate performance. Information &
Management, 40(5), 403-417.

[4]. Croteau, A.M. and Bergeron, F., 2001. An information technology trilogy: business strategy, technological deployment and
organizational performance. Journal of Strategic Information Systems, 10(2), 77-99.

[5]. Desouza, K.C., 2003. Facilitating Tacit Knowledge Exchange. Communications of the ACM, 46 (6), 85-88.

[6]. Durand, R. and Coeurderoy, R., 2001, Age, order of entry, strategic orientation, and organizational performance. Journal of
Business Venturing, 16 (5), 471-494

[7]. Gold, A.H., Malhotra, A., and Segars, A.H., 2001 .Knowledge management: An organizational capabilities perspective. Journal of
Management Information Systems, 18(1), 185-214.

[8]. Hamzah, N. and Ismail, M.N., 2009. Linking business strategy and knowledge management practices: case studies of Malaysian
firms. Journal of Knowledge Management Studies, 3 (1-2), 22 -39.

[9]. Hsu, I.C., 2006. Enhancing employee tendencies to share knowledge-Case studies of nine companies in Taiwan, International
Journal of Information Management, 26(4), 326-338.

[10]. Kirca, A.H., Jayachandran, S. and Bearden, W.O., 2005. Market orientation: A meta-analytic review and assessment of its

DOI: 10.9790/487X-2202062528 www.iosrjournals.org 27 | Page



A Discussion on the Factors Influencing the Performance of Engineering Consulting Companies

[11].
[12].
[13].
[14].
[15].
[16].
[17].

[18].
[19].

[20].
[21].
[22).

[23].

antecedents and impact on performance. Journal of Marketing, 69 (2), 24-41.

Miles, R.E. and Snow, C.C., 1978. Organizational Strategy, Structure and Process, New York: McGraw-Hill.

Narver, J.C. and Slater, S.F. 1990. The effect of a market orientation on business profitability. Journal of Marketing, 54 (4), 20-35.
Nunnally, J., 1978. Psychometric Theory (2d ed). New York: McGraw-Hill.

Pace, R.W., 2002. The Organizational Learning Audit. Management Communication Quarterly, 15 (3), 458-465.

Porter M. E, 1980. Competitive Strategy, New York: The Free Press.

Prajogo, D.l. & Sohal, A.S. ,2006. 'The relationship between organization strategy, total quality management (TQM), and
organization performance—the mediating role of TQM', European Journal of Operational Research, 168(1), 35-50.

Sarvary, M., 1999. Knowledge management and competition in the consulting industry. California Management Review, 41(2),
95-107.

Schack, T., 2004. Knowledge and performance in action. Journal of Knowledge Management, 8(4), 38-53.

Singh, S.K., 2009. Knowledge management practices and organizational learning in Indian Software Company. International
Journal of Business Innovation and Research, 3(4), 363-381.

Slater, S.F. and Narver, J.C., 2000. The Positive Effect of a Market Orientation on Business Profitability: A Balanced Replication.
Journal of Business Research, 48(1), 69-73.

Shih, H.A. and Chiang, Y.H., 2005. Strategy alignment between HRM, KM and Corporate Development. International Journal of
Manpower, 26(6), 582-602

Templeton, G.F., Lewis B.R. and Snyder, C.A., 2002. Development of a measure for the organizational learning construct, Journal
of Management Information Systems, 19 (2), 175-218.

Tippins, M.J. and Sohi, R.S., 2003, IT competency and firm performance: Is organizational learning a missing link. Strategic
Management Journal, 24(8), 745-761.

Yi-Chan Chung. "A Discussion on the Factors Influencing the Performance of Engineering

Consulting Companies ". I0SR Journal of Business and Management (IOSR-JBM), 22(2), 2020,
pp. 25-28

DOI: 10.9790/487X-2202062528 www.iosrjournals.org 28 | Page



