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Successful knowledge
management initiatives rely
heavily on a balance

between people and

technology

the new business management buzzword, but the fact
is, it's not all hype. The purpose of this article is to
separate the hype from the real value by debunking some of
the common mythology surrounding KM and providing some
perspective on how to solve knowledge-based problems.
But first, let’s establish a context so we know where we've
come from ... and where we're going.

K NOWLEDGE MANAGEMENT (KM) HAS BECOME

How Knowledge Management Evolved
The modern focus on performance improvement began as the
total quality management (TQM) movement of the 1960s and
'70s — the first broad response to increasingly global compe-
tition. The evolution of TQM since that time has seen an in-
creasing emphasis placed on the importance of putting the
customer at the center of all improvement strategies while
adding product and service differentiation to quality as the de-
terminants of competitive success. This emphasis culminated
in the late '80s and early '90s with our decade-long investment
in reengineering.

The real breakthrough of reengineering was how it radi-
cally changed they way we view and organize work. Reengi-
neering disciples preached the gospel of organizing work to
allow for the simultaneous achievement of cost, quality and
market-differentiation in ever-shorter response times. While
there were many painful, failed experiments from reengineer-
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ing — and a mixed bag of positive and negative results — com-
panies learned the importance of focusing on high-value busi-
ness processes. They learned to use the collaboration of cross-
functional teams to propose and implement solutions to
business problems. And they learned to empower and mobi-
lize the workforce to drive performance improvement. At the
same time, firms built their understanding of technology and
embraced the need to use it to get work done and manage or-
ganizational change.

What reengineering did not do was address the issue of in-
fusing the redesigned work steps and processes with knowledge
and insight. This created a sort of knowledge barrier that in-
hibited the firm’s ability to perform at an optimum level (see
Figure 1, page 70).

The Rise of Knowledge Management
Making knowledge productive is a concept that leaders and
managers of many companies are beginning to rediscover.
They're relearning the importance of creating an environment
wherein workers at all levels — fueled by knowledge to sup-
port their decision process — play a major role in helping the
company operate profitably. Coming on the heels of a decade
of downsizing and eliminating cost, this trend signals a dawn-
ing realization that people are once again being placed at the
core of value creation in order to help their companies reach
peak performance.

www.IntelligentKM.com
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What Businesses

Are Doing

Today, large and successful organizations
across a broad cross-section of indus-
tries have made significant commitments
to their KM agendas:

« Driven by the massive scale of its
customer base, AT&T has positioned it-
self to reap enormous benefits from rel-
atively modest improvements in cus-
tomer response

e From 1994 to 1998, Cigna P&C
established the knowledge links be-
tween claims and underwriting that
formed a powerful driver in its economic
turnaround

 The technical skills and technology-
based decisions developed by upstream
oil companies lie at the root of their abil-
ity to create future value

« At Merrill Lynch and Hughes, you
could argue that decision quality has pro-
found and highly leverageable implica-
tions for their businesses

* The U.S. Army has spoken publicly
about its KM efforts.

What Practitioners

Are Selling

With leading business thinkers extolling
the virtues of KM and leading compa-
nies making significant investments to
harness the results, the demand for KM
tools has created a flood of solutions in
the marketplace. Each new solution, of
course, claims to hold the key that will
unlock the pent-up intellectual poten-
tial of your organization and convert it
into bottom line results.

While there are nearly as many of-
ferings or solutions as there are advocates,
most fall into one of two opposing camps,
system builders and prophets of learn-
ing. (See sidebar, “Fork in the Road”.)

The Need for a More
Balanced Approach
The truth is, both elements — people
and technology — must be balanced
to achieve a desirable result. Unfortu-
nately, many companies are not in the
position to do that kind of balancing.
In its 1996 benchmarking report on KM,
the American Productivity and Quality
Center (www.apgc.org) found that 70
percent of organizations believe that
knowledge can fuel growth, but 85 per-
cent say their ability to manage knowl-
edge is limited.

What created this situation? Our client

FORK IN THE ROAD

work has shown four categories of forces
influencing a firm’s ability to manage
knowledge to drive performance:

* Downsizing — The extended period
of investment in delayering and down-
sizing removed significant staff resources
from the organization. Beyond the at-
trition of some expertise, these actions
also severed the conductive fiber for in-
formation and knowledge — the inter-
connected staff groups — which, while
often inefficient, were frequently the only
means to conduct knowledge across the
enterprise.

= Functional/Business Unit Frag-
mentation — In an effort to adopt more
empowering structures, many organi-
zations set up business units to compete
on an independent basis. An unfortu-
nate byproduct of these efforts has been
an increasing sense of isolation. This
trend, coupled with the complexity of
the collaborative alliances that have
arisen in many industries, has increased
the difficulty of managing functional

excellence and best practices in large
companies.

* Globalization — Globalization
has not only brought the strain of in-
creased diffusion of resources but also
the added complexity of operating in
uniquely different business and cultural
environments. This diffusion often con-
flicts with the need for consistency and
functional excellence and inhibits the
ability to respond rapidly with technol-
ogy. In fact, by most measures, attempts
to close the knowledge gap with infor-
mation technology alone have largely been
failures.

« Technology — IT advancements
have exponentially increased the capa-
bility to acquire, store, and transmit un-
precedented amounts of information at
dramatically lower costs and have far
outpaced the ability to manage and use
it. The irony is that, as the barriers to ac-
quiring information go down, the value
of true knowledge and insight goes way
up ... because it is only in its effective and
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FIGURE 1 The knowledge barrier.
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FIGURE 2 Knowledge management and performance.

practical application that information
becomes powerful and relevant.

On the Positive Side
One gratifying result of all these efforts,
however, is a renaissance in thinking
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about the role of human assets. Many
companies have begun to see, once again,
that people do play a powerful and dif-
ferentiating role in helping the business
create significant value. This attitude is
a positive step forward for managerial
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thinking and a major driver behind the
KM movement.

Each of these advances set the stage
for the next logical step in our evolu-
tion — the realm of enabling the indi-
vidual performer in the age of knowl-
edge management.

Where Do We

Go From Here?

Lets start with a definition. Defining KM
could be the topic for a complete article
in and of itself, but to quickly define KM
from the philosophical perspective of a
firm, we'll say:

Knowledge management is the abil-
ity to create and transfer as much of the
right knowledge as possible to support
as many people as possible in the best
method possible in order to have a pos-
itive impact on the business. It's about
bringing the full weight of the company’s
knowledge base (hardware, software, and
people) to bear, in a relevant and useful
manner, upon the requirements of the
user; thus enabling the individual and
the organization to learn and adapt.

This definition can and will vary as or-
ganizations customize their understand-
ing of KM and fit it to their individual
needs. The challenge for each organization
comes in ensuring that each division or
group understands the term from the per-
spective of what its individual KM effort
is designed to accomplish.

Objectives

Ideally, KM objectives should be defined
in terms of business impact, not tech-
nology or human resource strategy. Any
KM effort should be anchored in some
combination of the following (see Fig-
ure 2):

= Accelerating the learning curve
— Getting individuals up to speed faster.
An initiative with this focus should be
able to identify how the learning curve
impacts the value of the business.

« Improving faster — Increasing the
rate with which the firm gets better in a
given area. Again, the firm should be able
to define how a knowledge-based ap-
proach will impact the rate of improve-
ment and the value of this change.

 Accelerated transformation — Ac-
celerating the pace of innovation in the
firm. This level of impact is more diffi-
cult to qualify but the benefit of doing
so will help set proper expectations once
the effort has begun.

www.IntelligentKM.com
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Challenges
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« Disincentives to sharing knowledge.

When you consider the barriers each
organization faces, it becomes readily ap-
parent that these really aren’'t KM prob-
lems, per se, they're actually performance
problems. This is an important distinction
because there may be a tendency to rush
in to solve the KM problem without un-
derstanding that it's a performance issue.

KM is a means — one of many means
— to achieve business performance ends.
Its intent is to hone in on performance
issues that may be addressed through a
systematic application of KM principles.
To do this, you must ask:

« What are the roadblocks to effective
performance that are keeping us from
achieving our desired level of performance?

* Which of these roadblocks could
be eliminated if we applied our relevant
levels of knowledge and expertise more
effectively?

These questions present fairly straight-
forward logic that diagnoses business
performance in order to discover where
and how knowledge can be applied to
achieve the greatest performance.

There are, in fact, areas of knowledge
that have disproportionate value based
on a firm’s position in the market and
its particular strategy for doing busi-
ness. (See Figure 3.) Sorting out ends and
means is the tricky part. To do it cor-
rectly requires not just decomposing per-
formance but, in a generic sense, iden-
tifying the most important drivers of
performance — and doing this in such
a way that it reflects the firm’s unique
strategy, competencies, and capabilities
needed to win in the marketplace.

FIGURE 3 Increasing KM complexity adds value.

TABLE 1 How knowledge management affects growth.

Creating Value bY
Managing Knowledge
KM efforts will vary in complexity de-
pending on the firm’s explicit business
strategy and the knowledge requirements
that strategy implies, given its current
state and the exploitable assets it has or
can acquire. Each firm must calibrate its
effort with these conditions in mind.
As you begin to move along the KM

path, it’s important to recognize and
remember that its possible to overwhelm
your organization with the sheer mag-
nitude of what you are trying to accom-
plish. Setting appropriate expectations
for your KM effort and communicat-
ing these expectations clearly will go a
long way toward making your efforts
successful.

Recognize, as well, that there are many
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different objectives that can be set in
launching a KM effort. The continuum
runs from setting objectives for opera-
tional excellence all the way to the de-
velopment of a new business or even
new industries. (See Table 1, page 71).
In any of these designs, the truths of
our methodological approach (see sidebar
2 online at IntelligentKM.com) apply at
least insofar as growing and leveraging
capabilities are central to the achieve-
ment of the company’s objectives.

A Good Place to Start
Start by establishing the strategic con-
text of your business, remembering that
the only knowledge worth managing is
that which drives business performance.
Define precisely what your strategic busi-
ness objectives are and what performance-
based capabilities are necessary to drive
the desired level of performance.

Dont try to “boil the ocean” — take
a focused, targeted approach in a high-
impact area.

Because knowledge is rooted in hu-
man experience and social context, man-

aging it well means paying attention
to people, culture, and organizational
structure, as well as the technology thats
essential for knowledge sharing and
use in large organizations. Keep in mind
that KM is not about technology — it is
about managing know-how at the in-
tersection of strategy, organization, process,
and technology. Technology is simply an
enabler.

Remember, knowledge is an organi-
zational asset that must be systematically
valued, nourished, shared, and used. Ide-
ally, your KM effort should help you re-
duce your business risk. If its complicat-
ing your business, its increasing your risk.
Successful knowledge management may
require fundamental and lasting changes
in the way your organization operates in-
ternally and how you do business with your
customers and partners. These changes
are both the goals of KM and part of what
make it difficult.

The Next Step
Is KM the next wave — the key to com-
petitive differentiation in the coming

INTELLIGENT

years? If the focus from leading busi-
ness thinkers of our time, and the fre-
quency with which the topic is noted
in the press is an indication, then KM is
a leading contender as the next logical
step in corporate evolution. It may well
also be a central element to achieving
the next level of improvement in busi-
ness performance and business growth.
The emphasis here is on the word ele-
ment. The right way to think about KM
is as a thought process and a discipline,
not as some new, gee-whiz, silver bullet
solution to our very complex business
issues. <

Refer to IntelligentkKM.com for related content on
KM vocabulary, methodologies, and a case study on
using KM to increase sales force effectiveness.
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