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EXECUTIVE SUMMARY

Managing knowledge with quality and availability has become social and economic trends in today’s globalization market and competition business environment. An organization with knowledge management enabled will be led with competitive advantages by the benefits of the better or faster innovation, improved customer services, knowledge loss reduction, and enhanced productivity or performance. Because by the nature of nowadays knowledge management solutions, it synergizes the knowledge formation, dissemination, and utilization with strategic support of information technologies to derive the greatest value from intellectual capital in forms of organizational benefits as above. In 2002, the knowledge management markets were projected as $13 billion dollars in 3 years, and as 41% annual growth on the global spending. With understanding the value of two knowledge types, managers will be in a thorough viewpoint on the knowledge management strategies. Explicit knowledge is tangible and can widely benefit others. Tacit knowledge is the most important basis for generating new knowledge. Since organizational knowledge formation takes place in the conversions among them, knowledge management strategies tend to find business solutions in the aspects of competition, knowledge assets, and attainable results by adoption knowledge management tools. However, managers have to realize the barriers like culture, leadership, or educational problems, and the implementation strategies like either technology-push or strategy-pull model before deploying a knowledge management solution.

Case study I:
The Knowledge Management solution implemented at FOREST Laboratories Inc. for its Research division (FRI) using the DOCUMENTUM ENTERPRISE CONTENT MANAGEMENT TOOL greatly improved their R & D operations. The tool introduced collaborated work practices among different project groups within and beyond FRI to increase their global business prospects. The FRI clinical personnel got seamless and rapid access from a single point to refer all their past clinical studies and their daily work process flow is collaborated and managed with greater efficiency throughout the product life cycle. KM value demonstrates how FOREST effectively controls its human intelligence meaning the tacit knowledge by digitizing the intellectual assets [past & new clinical studies resulted from people’s combined knowledge]. It also facilitates them to utilize, share and learn new information more efficiently and provides sophisticated methods to comply with FDA regulations in rapid quick time. Rapid access to the most recent research and the past contents enabled them to make quicker decisions at the very early stages of the product life cycle. It greatly improved productivity and accelerate the time-to-market for their products. The collaborated work environment and the web based digital access to its clinical assets enabled FOREST to focus doing research studies on many concurrent therapeutic areas.

Case Study II:
The Knowledge Management solution implemented at Siemens is considered a best practice management solution for global knowledge sharing. Unlike most of the case studies on Knowledge Management, this case study deals specifically with language and cross cultural issues. Siemens is a world leader in Information and Communications and Electronics industries. A KM initiative was undertaken with an objective to tap the tacit knowledge of its sales and marketing force of 17,000 employees in Information and Communication Networks division. ShareNet is the web-based application that was implemented to handle thousands of knowledge bids, an urgent request forum, discussion boards, live chat rooms. An organization was established to overlook the system that contained contributors, regional managers, global editors and a ShareNet committee. ShareNet in English faced some resistance initially in Germany but was mitigated over time when users realized the importance of knowledge sharing. Cultural issues in China were mitigated with additional workshops, Chinese version of handbook and allowing the users in China to contribute in local language to certain extent. Employees were encouraged to use the system by introducing various incentives. The success of ShareNet extended beyond Sales and Marketing team and spread to other divisions. Within a few years ShareNet registered 19,000 users in more than 80 countries. The system helped Siemens make huge cost savings and increase in productivity of the employees.

Case study III:

Accenture is one of the largest global consulting firms in the world, and provides a wide range of consulting, outsourcing and related technology services to clients around the world.  We chose to research the knowledge management strategies, processes and IT solutions within this company based on the unique nature of its products. As a consulting firm, knowledge, advice, expertise and management training are the products Accenture sells to its clients.  That being said, it becomes clear that there is a need for Accenture to harness, manage and distribute these products.  They consider the management of internally generated knowledge capital to be a core capability in gaining a competitive advantage in their industry.  In order to capture and share this information across the globe, Accenture integrated a knowledge management IT solution into their business processes.  They have spent over $500 million and currently allocate over 500 employees to this system known as the Knowledge Xchange.  This system can be accessed by employees all over the world through the internet or their existing workflow software.  It contains information on past or current client proposals, presentations, knowledgeable colleagues, best practices and more.  Over the years Accenture has realized huge benefits in the form of reduced costs, improved quality and reduced work time.  While the Knowledge Xchange is considered a huge success, one obstacle they did encounter was integrating KX policies that accommodate their global vision.

Knowledge: “The psychological result of perception and learning and reasoning.”

A general acquaintance of knowledge is the familiarity, awareness, or understanding that is gained through experience or study of an act, a fact, or the truth1. In contrast to the literature meaning, the technical definition will simply differentiates knowledge from data or information that portrays facts no further than symbolization and meaning. It is that knowledge is “the psychological result of perception and learning and reasoning” 1. With the digesting process, the data, information, or experience is converted to a more valuable asset.
Knowledge is power: efficient learning process leads to competitive advantages.
In today’s globalization market, many organizations are in the contest to meet or keep up with various demands from customers, competitors, shareholders and management team players.
 Resolving the embarrassment has been drawn to the management board. Managers also observe that organizations can become more efficient if the learning process can be managed better.
 In other words, efficient knowledge formation, acquisition, and deployment will lead to an advantage for the organization in competitive business environment.
Knowledge sharing & retaining: Don’t let employees’ turnover become companies’ game-over.
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In July 2005, when Dr. Kai-Fu Lee, ex-Vice President of NISD, Microsoft® resigned
, Bill Gates, the chairman, will appreciate more than others that sharing and retaining intellectual capital will reduce the knowledge lost and the advantage lost in competition. Lee’s case is just one example of the 14.9% employment turnover rate in the IT industry and 20.2% in the US overall
, but his separation forced Microsoft to reevaluate the competitor of Google® in Asian business development. Quoted from a Gartner’s analyst, “There is no acceptable level of turnover if you’re losing your best people.”
 If an organization doesn’t have a mechanism in managing knowledge, the turnover will become more harmful.
Knowledge Management benefits tree

Therefore, Knowledge Management becomes a matter to initiatives under the social and economic trends of globalization, competition, and the aspects of knowledge assets. In general, Knowledge Management is the set of processes that govern the formation, dissemination and utilization of intellectual capital.
 The benefits of adopting Knowledge Management in an [image: image4.emf]organization could be described in the sample tree in Figure 1, where benefits are immediately related through a series of steps understood by senior executives.7 

Knowledge Management market: 13 billion

According to Sandhya’s research in 2002, a referenced report from International Data Center predicted 41% increase in global spending per year on knowledge services worldwide by 2005, where the total spending was forecasted to $13 billion. The report also projected the global knowledge management software market as worth $5.4 billion in 2004. And the infrastructure industries would be the fastest growing segment.
Derive the best value from two types of knowledge: Explicit forms benefit others. Tacit forms generate new knowledge.
 
Understanding the nature of knowledge will convey a thorough point of view when managing it. There are two types of knowledge: explicit and tacit. The explicit knowledge is represented by some artifact with the goal of communicating with another person. The tacit knowledge is what the knower knows, derived from experience, and embodied with beliefs and values.
For example, our knowledge about IS6800 before the first class began was from course schedule or Dr. Lacity’s syllabus. And, that is explicit knowledge within the school system. After couple classes, our knowledge about IS 6800 will be added by personal experience in lectures with processes of “perception and learning and reasoning”1. And that’s the tacit knowledge.

According to the attribute of explicit knowledge, it is tangible, therefore can widely benefit others. On the other hand, tacit knowledge is the most important basis for generating new knowledge. Moreover, both forms of knowledge are essential for organizational effectiveness.
Organizational learning takes place in processes of knowledge transforamtion10
The conversions of explicit and tacit knowledge are categorized in four quadrants:
· Socialization – tacit to tacit knowledge conversion: It is the tacit knowledge formation and communication. It is focused on the shared experience, and usually informal.
· Externalization – tacit to explicit knowledge conversion: It is focused on the formation of explicit knowledge from tacit knowledge, through conceptualization, elicitation, and articulation.
· Internalization – explicit to tacit knowledge conversion: It is the formation of new tacit knowledge from explicit knowledge.
· Combination – explicit to explicit knowledge conversion: It takes place through the distribution, searching, or classifying processes of existing explicit knowledge.
Since employees’ learning processes take place as they participate in the knowledge transformation, adopting technologies to support the transformation will lead to efficient organizational learning. The technologies that support or enhance the conversion are listed in the following table.
Table 1 summarizes the knowledge transformations and sample technologies. 

[image: image1]Knowledge Management (KM): The set of systematic and disciplined actions that an organization can obtain the greatest value from available knowledge10
However, each technology is not a KM solution in itself. Instead, KM tools combine some technologies to provide a solution for solving specific business problems. And the balance of a solution to support knowledge transformations depends on the KM strategy used.
In some aspects, information technology is not necessary for KM solutions. Yet, with IT support, managing knowledge tends to be more efficient since the infrastructure of the Internet/Intranet facilitate the communication, collaboration, distribution, and retrieving in a speedy manner. With IT support, KM can bring right information to the right people at the right time to make right decisions. Hence, the Malhotra defined KM as a synergistic combination of IT and knowledge creation and innovation of human beings.
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Three types of KM tools
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KM Drivers and Barriers

The significant reasons of adopting or rejecting KM solutions within organizations are listed. And the two adoption models are examined in the following section.
KM implementation models: Technology-push and strategy-pull models

Knowledge Management implementation approach with any organization usually follows one of the two different models (1) TECHNOLOGY-PUSH Model and (2) STRATEGY-PULL Model that we showed in the presentation. In fact, we found out that these models were quite common in the organizations for their respective IT-Business strategies.

1) TECHNOLOGY-PUSH Model 
With the technology-push model depicted in Figure 2, IT department architect the IT system solutions for the organizations based on the common business standards. This model works by everything pre-programmed and controlled that includes best practices, standard operating procedures and the business process work flow is pre-defined within the system and hence business gets pre-defined outcomes. The BUSINESS users are not involved during the engineering phase of the solutions in order to cater the real business needs.


[image: image2]
Problems with this approach

1) Increasing disconnects between disruptive information technologies and relevant knowledge.

2) Higher chances of re-architecting the IT solution that many companies can’t afford to do so should a radical business change occur and hence less scope for leveraging the existing technologies.

3) Decreasing utility of the technology-push model due to lack of business-IT alignment and real-time information.

CISCO SYSTEMS WITH TECHNOLOGY-PUSH MODEL FOR KM

Historically, CISCO has huge faith in technologies and hence huge technology investments. In a quest to attain seamless integration to its real-time enterprise information, CISCO hugely misplaced the trust on its FORECASTING systems for predictive modeling and decision-making. The system is used for forecasting production schedules for its future growth based on various factors. While the other networking companies with less sophisticated technologies had cut back on production schedules when everyone clearly see the impending downturn in demand, CISCO stuck to its forecasting mechanisms since it’s never been proven wrong before. As a result, CISCO ended up writing $2.2 billion in inventories and sacking 8,500 employees. CISCO ignored a key lesson of KM often ignored by many others, 

“Past may not be an accurate predictor of the future!!!!”

The point here is that even the best technologies offers no protection against bad management decisions, when the underlying assumptions made are taken for granted.
That’s where the next model comes handy!!!!

2)
STRATEGY-PULL Model
On the other hand, this model facilitates the Business – IT alignment strategies to improve the business process and prepare the organizations better for any unforeseen situations. If and when a radical business change occurs, the change will be simply adopted as a process within its existing architected solutions.
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Advantages of this model

1) Greatly improve the business process to get real time information.

2) Rapid business change adaptation

3) Improved Business-IT alignment strategies meaning that the technology & infra-structure is chosen based on the business requirements & processes and future directions.

4) Scope for creativity, innovation and business friendliness.

PARTNERS HEALTHCARE WITH STRATEGY PULL MODEL

According to Institute of Medicine (IOM) in 1998, there were more than a million injuries and as many as 98,000 deaths each year due to critical medical errors. PARTNERS HEALTHCARE, BOSTON made their decision to invest in KM largely driven by the IOM statistics and would wanted to address the issue on its part. They decided to implement KM solution to their order-entry system because it’s central to physicians delivering good medical care. When doctors order tests, medications or other forms of treatment, they’re translating their judgments into actions. This is the moment where the outside knowledge is most valuable. So without this system, doctors would have no easy way to access other knowledge in real time.
As a result, several benefits of reduced medical errors were realized as follows.

· A controlled study of the system’s impact showed that serious medical errors were reduced by 55%

· A new drug was beneficial for heart problems and so the orders for that drug increased from 12 to 81 percent and many more.

This example clearly shows that PARTNERS HEALTHCARE realized their benefits from the implemented KM systems because of the importance of good management decisions to invest technologies in the right areas that added business value. The IT investments align closely with the business strategies using STRATEGY BUSINESS model to attain the business expectations.

It’s time to move onto our case studies .We performed case studies for our KM project from 3 different organizations with each one focusing on different business sectors.  Each case study provides a detailed synopsis of the knowledge management solutions implemented within each company in order to demonstrate how   
Case Study I:

Where is FOREST LABORATORIES, inc. located? 

[image: image8.emf]FOREST LABORATORIES, a rapidly growing pharmaceutical firm based in New York. It was founded by its CEO Mr. HOWARD SOLOMON in the year 1954. The company has its business operations on Long Island in New Jersey, Missouri & Ohio. Its abroad operations exist in countries such as Ireland, United Kingdom. FOREST is publicly traded on the NYSE under the ticker symbol FRX. The company touched a little over $3 billion revenue
 for the Fiscal year 2005. It currently has 5,000 employees out of which 50-60% are the most important sales force. FOREST company web link is www.frx.com.

What are FOREST ACCOLADES? 

FOREST ranked among Fortune’s fastest growing companies, for the past five years continuously. It also ranked #5 among the Best Performers of the S&P 500 in the year 2004. It ranked as one of the Best companies to sell for by its selling power for four consecutive years 2001-2004. It ranked #32 on the Pharm exec 50 listing of the top 50 pharmaceutical companies by sales.

What type of products does FOREST produce being a Pharmaceutical firm? 

FOREST identifies, develops and delivers pharmaceutical products that makes different in people’s lives. FOREST focuses on some of the key therapeutic areas such as central nervous system, cardiovascular and respiratory and delivered drugs for treating Depression, Alzheimer and for a wide range of illnesses. In the recent times, it also focuses on therapeutic areas such as Endocrinology, OB/GYN – Pediatrics, Pain Management. 

There is just more than just job satisfaction working for pharmaceutical firms as each one contributes to the drug delivery that makes different to people’s lives. As the FOREST CEO says, “Pharmaceutical companies do more to benefit human health, reduce pain, prolong life, and ultimately create more longer lasting and intrinsic human happiness than any other business.”

CASE STUDIES on FOREST RESEARCH INSTITUTE

Forest Research Institute [FRI] is Forest's scientific division, driving the research, development and clinical evaluation of our pharmaceutical products and providing ongoing scientific support for our commercialized products. The Institute operates research centers in Jersey City, New Jersey and on Long Island, New York, and staffs clinical trial personnel across the country to coordinate studies. Increased productivity in R&D at Forest in recent years has driven the expansion of key areas such as: Project Management and Development, Pharmacology, Toxicology, Clinical Pharmacology and Biometrics, Clinical Development and Medical Affairs, and Pharmaceutical R&D.

What were the business challenges for needing a Knowledge Management solution at FRI? 

Being a part of the life sciences industry that is highly regulated by FDA, FOREST needs to comply and demonstrate FDA regulations at any point of time to maintain quality product, product life cycle audit, and strict audits for all the validated computing systems. In order to comply with complicated FDA regulations, FRI needed sophisticated methods to handle these R & D process associated to the FDA regulations in a timely fashion.

FRI used to maintain & store the clinical studies data in many disparate locations ranging from file cabinet storage to network devices. FRI needs to convert mountains of clinical data into meaningful information. Hence it has increasing needs to digitize and secure all the intellectual data to maintain, manage, utilize and share the knowledge efficiently. There is also an internal audit process within FRI that is so time-consuming in order to comply with FDA.

Above all, Pharmaceutical industry in general has common challenges such as speeding up Time-to-market - the need to bring the drug to the market at the earliest in order to grab the market share, maintaining product quality all the time due to lawsuit threats, reducing R & D operational costs not at the expense of new drug research or innovation, demonstrating FDA compliance of course, seek new business opportunities overseas. 

As one of the CEO from a major pharmaceutical company says, “In this industry, we make 2 products – Drugs and Documents. Unfortunately, the authorities are only interested in the documents”
, this one little quote could well express few of the major needs of pharmaceutical & life sciences industry.
What decisions were made by FOREST to handle the above challenges of its FRI division? 20
In the year 2001, FOREST decided to purchase a document management system that will be extended to an enterprise content management system to handle the FRI business process more efficiently and effectively. The product name is called DOCUMENTUM developed and marketed by EMC Corporation.
What is DOCUMENTUM solution? 

DOCUMENTUM is the life sciences industry standard enterprise content management (ECM) platform for creating, capturing, managing, delivering, and publishing large volumes of content within and beyond the enterprise. It’s a De-facto standard in the Pharmaceutical, life-sciences industry for maintaining documents, managing audit trails and optimizing R&D operations.
FRI work groups involved where the KM solution was implemented 20
FRI functions with two groups (1) PR&D group and (2) Regulatory affairs group to handle internal and external work flow within and beyond the organization.  The main responsibilities of these two groups are as follows:

· PR&D group manages, reviews and approves all CONTROLLED documents (meaning company Standard operating procedures, product policy documents, change control documents and so on). It also defines, coordinates & communicates any standards internal to the organization and company wide. 
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The Regulatory Affairs group manages, reviews and approves all external correspondences meaning documents that are required for new drug submission with FDA and also deals with all FDA compliance documents. In general, Regulatory Affairs group authorizes all type of correspondences external to the organization.

After the DOCUMENTUM implementation 20
DOCUMENTUM - ECM introduced the collaborated work practices at FRI among these two groups. Clinical staffs are now engaging their day-to-day work process and perform the above functions [as depicted in Figure 4] using this tool and hence FRI has better control over its clinical research studies, the product life-cycle integration and its intellectual assets. 

After the DOCUMENTUM implementation, FRI can now keep track of all its past clinical trials/studies, share and learn new knowledge meaning the clinical data. It now has better version control of its intellectual assets after the digitization since the information is residing at one place. It improved R&D project team communication and performance throughout the product life-cycle. FRI can now share and communicate the product developments with its marketing personnel, packaging label information with its plant personnel pro-actively so that those teams can plan better. The tool provides effective query mechanism to identify much needed clinical study contents online with its web interface.

It greatly improves the FRI overall productivity. The collaborative work flow using this tool totally eliminated the internal research audits required for demonstrating FDA compliance since the tool itself generates audit trails in the same format that complies with FDA requirements. Due to seamless rapid access to the product information, FOREST can make GO or NO-GO decisions at the very early stage of the product life-cycle.

FRI has plans to sign up with more overseas research partners and co-marketers to open up new business opportunities. The tool will facilitate them for combined clinical research studies meaning collaborative clinical studies to improve global business prospects, share and learn new knowledge from the past global research studies and greatly reduce R & D costs. 

The tool helps faster generation and submission of documents to the regulator bodies such as FDA using electronic submissions. It also facilitates re-use of the same content. Once they have the necessary content developed for submitting new drug approval process with FDA, they can re-use the same content with little customization to submit elsewhere in other parts of the world and increase the chances for new  business opportunities within a quick time. 

What are FOREST future IT deployment plans? 

Besides the DOCUMENTUM solution, FOREST made $25 million dollars significant investments in the current year 2005 to extend the business functionality of the existing SAP-ERP solutions to completely automate the FOREST back-office operations. This will also help FOREST to effectively manage its business process and the information flow across the enterprise from a single ERP product. FOREST went live with the CRM, APO, BW, PORTAL deployments this year using SAP technologies. FOREST is planning to integrate DOCUMENTUM solution onto its SAP enterprise PORTAL systems.

Summary

DOCUMENTUM – ENTERPRISE CONTENT MANAGEMENT solution greatly helped the Forest research institute to compete better, optimize R & D business operations, to improve communication and productivity. It showed us how important this product is for life-sciences and pharmaceutical firms.

What are the Opportunity costs without such a solution? 

· 50% of R & D expenses are during the clinical development phase.

Whatever little steps we take to improve R&D process flow will greatly help the business  productivity to speed up the product delivery etc.

· 7 million pages per year of clinical studies content to be managed.

We can imagine how difficult it will be without this solution to manage huge clinical contents especially with the tough FDA regulations.

· Each day late for the drug arrival to the market equals $1 million dollar in lost revenue.
· A missed paperwork with FDA or anoutdated information to FDA during the new drug submission process can potentially delay the FDA approval process by SIX MONTHS minimum.
Case Study II:

Did you know that every 10th phone call made in the world is connected by a Siemens switch?

[image: image10.emf]Siemens was founded more than 155 years ago in Berlin. World headquarters are located both in Berlin and Munich. Siemens is one of the largest private organizations in the world employing approx. 440,000 people. It has operations in more than 190 countries. Siemens is a world leader in Automation and Control, Information and Communications, Lighting, Medical, Power and Transportation. It has reported global sales of $91.3 in fiscal 2004.

Fortune Global 500 ranked Siemens as number one in the world’s electronic industry in the year 2004.

US Operations:

Siemens has a significant presence in the United States. Headquartered in New York City, the company employs around 40,000 people in the 50 US states and Puerto Rico. Companies in US alone generated revenue around $16.6 billion. 

Following are a few statistics that support the significant market presence of Siemens in the US1:

· Information and Communications:

· Siemens provides systems, services and solutions to 70 percent of the Fortune 500.

· Automation and Control:

· Siemens postal automation systems process more than 90 percent of the mail for the United States Postal Service (USPS)

· Power:

· Power generation systems produce more than 1/3 of the electricity in the U.S. 

· Medical:

· Processes some 157 million healthcare information transactions every business day. 

· Transport:

· 40 percent of all new cars sold in the U.S. have Siemens technology inside and one out of every three light-rail vehicles in North America is supplied by Siemens.
· Research and Development:

· Dedicates $4 million and 5,700 employees to R & D

· Generates more than 32 inventions every business day

· In 2004, it invested approximately $6.2 billion in research and development.

Global Reach: 
[image: image11.emf]
Siemens has a very diverse global clientele. A few of them are: 

Siemens: A BENCHMARK company in global transfer of management knowledge

In this case study we will examine the need of knowledge sharing, IT enabled system implementation, road blocks encountered, associated cost/benefits and the limitations of a knowledge management initiative at Siemens.

KM Drivers at Siemens:
· Growing competition

· Deregulation in the core market in Germany

· Demand for Siemens to provide complex total solutions

· Transform company into a customer-oriented organization that provided customized solutions and services globally

“Because Siemens was a global, highly diversified organization with an increasing customer demand for complex “total solutions,” knowledge management had already become very important for the company by the mid-1990s” 28
Siemens KM Initiative:

Concept:
Information and Communications (ICN) division is one of the largest divisions with in the Siemens company and had 33,000 employees and roughly $8 billion in revenue. Joachim Doring is the President of Group Strategy at ICN. In 1998, his team decided to establish a knowledge management initiative that would network 17,000 of its sales force across the globe. Their goal was tap the rich experience of its employees and capture their tacit knowledge.

Expectations:

Joachim Doring was clear in the output of his project in that he did not want another repository of documents containing explicit knowledge. 

Andreas Manuth, ICN, remarked: “We knew we needed to capture some of the tacit knowledge that managers had in their heads – the real life tested pros and cons of a solution. We had to ask questions that managers wouldn’t necessarily think about after just completing a bid or project document.” 28
Joachim Doring’s team wanted a product that would encompass:

· Knowledge Library: A central component that would

· Consist of thousands of knowledge bids

· Have a web-based entry form for users to input bids

· Urgent Request Forum: A place where any user can post a question and request immediate response

· Rich Transmission Channels:

· Community news bulletin boards

· Discussion groups for certain topics

· Live chat rooms

Final Product:
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Knowledge Library + Urgent Request Forum + Transmission Channels

[image: image14.emf]Rollout:
The initial version of ICN ShareNet was developed with the help of an external web development company. Later pilot projects were deployed in countries like Australia, Malaysia, and Portugal to gain cross-cultural insights. In August 1999, ShareNet was deployed in 39 countries.
To bring momentum to the new knowledge management system, a two-to-three day workshops were held in each of the countries so that users get a feel of the new system and get used to the user interface. From each local company ShareNet managers were selected who were motivated by the idea that a knowledge sharing system would yield benefits. These managers would promote the initiative with their regions. They supervised the local usage and also tackled many of the urgent requests at the start of the initiative.

This international group of ShareNet managers was a major contributor to the success of ShareNet. Within a few months, the knowledge sharing system registered 3800 users.

The figure below gives us clear depiction of individual responsibilities of the roles in ShareNet viz. Contributors, ShareNet Managers, ShareNet Committee and Global Editor 

[image: image15.emf]75

Language Barriers:

The initial response to English-only ShareNet in Germany was not very positive. There were 2 reasons for this luke-warm response. Some people were not comfortable in posting a question on ShareNet in English language despite the fact that the English literacy at Siemens was sufficiently high. There were some other people who were of the opinion that in a German-based company the first language should still be German. Fortunately there were only few people in the later group.

All the above problems were mitigated over a period of time when the users actually realized the benefits of utilizing and sharing the knowledge through ShareNet.
Cultural Differences:
China is one of the most important Asian markets. Siemens has around 50 companies (different businesses), 27 regional offices and around 25,000 employees. ShareNet was deployed in China in the initial phase of global rollout.
Similar to Germany, China had problems with English language. The barrier encountered in China was mostly cultural though it is related to language. Chinese are worried about “Face”. ‘Face’ can be defined as “What other people think of you”. Since Chinese culture emphasizes “facing saving”, employees who were highly sensitive with respect to “Face” were reluctant to contribute to ShareNet in English language.

Siemens could not grasp the above situation initially but eventually in 2001 it made efforts to mitigate the problems. Some of the mitigation practices were to provide additional workshops for ShareNet managers in China, a Chinese version of handbook. Also the employees were allowed to contribute in Chinese but were asked to classify the contribution in pre-defined categories in English.

Incentives:

To increase the participation in the knowledge sharing system, Siemens has decided to implement an incentive system. The first thing they came up with was called “Bonus-On-Top”. This system rewarded a country’s contribution to knowledge sharing. If, for example, a sales team in one country managed to secure certain amount of business with the help of another country by using ShareNet, both the countries would be rewarded not just the country that contributed. The reward was some kind of bonus. 

Later the incentive scheme was expanded to include individual contribution as opposed to group contribution. To implement the new scheme, Siemens introduced a web-based system where in individuals were awarded “Shares” similar to an airline mileage system. On an individual basis, shares were awarded for:

· Entering knowledge bids into ShareNet

· Reusing knowledge from ShareNet

· Responding to urgent requests
· Appraising others’ contributions

These shares could be redeemed for various gifts such as textbooks, Siemens mobile phones or even trips to knowledge exchange partners. 

However, Siemens faced a situation with regards to material rewards especially in emerging countries like China and India. For example, in India people were highly motivated to contribute due to the desire to receive a mobile phone. This kind of skewed motivation often led to contributing to the system without any reference to the business needs and neglect of actual jobs. Situations like these were mitigated by decreasing the reward value to less tradable goods such as books and accessories.

Expansion and Consolidation:


ShareNet, the knowledge sharing system that was implemented for Sales and Marketing team became a huge success over time and was implemented in R&D department of Wireline Network division. Only minor modifications were done on ShareNet to suit R&D needs.

By July 2002, ShareNet had:

· 19,000 registered users. 

· Deployed in more than 80 countries

· Supported by 53 ShareNet managers

· 20,000 knowledge bids populated in the system

Over 2.5 millions ShareNet shares were awarded
Cost Justification:
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The graph below shows us how much money was spent, the potential profit and the actual accumulated profit over the years starting from 1998 when ShareNet was first implemented until 2002.29
Benefits:


In addition to the above graph we have specific instances where in substantial savings in terms of money and increases in productivity happened because of ShareNet.

“For insurance purposes an ICN project manager in South America tried to discover how dangerous it was to lay cables in the Amazon rainforest. He posted an urgent request asking for help from anyone with a similar project in a similar environment. A project manager in Senegal responded within several hours. Obtaining the right information before the cables went underground saved Siemens approximately US$1 million.” 28
“For example, we had an official hotline for engineers in the field to call in to get technical help for one of our switches. If someone in Vietnam had a problem with the switch, they were supposed to call the hotline. Over and over again, we heard, ‘No one ever calls me back. We’re too small.’ But with urgent requests, ShareNet gave them access to other people struggling with switch problems out in the field – people who would call them back or at least drop them an email.” 28
Limitations:

We have seen in the case study so far, that Siemens had already spent considerable amount of money in implementing ShareNet and also for the incentive systems. Additional recurring costs are associated with the system such as 

· Personnel resources to maintain the system

· Limited automation of supervision (for reviewing knowledge inputs)

Conclusion:

There are two schools of thought regarding an IT-based knowledge sharing system: one that argues knowledge management does not add value and the other that says, a just-in-time delivery of context-specific knowledge can significantly improve performance. Siemens ShareNet definitely is an outcome of the latter. 

Case Study III:
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Accenture: A Pioneer and Leader in Knowledge Management

After researching numerous knowledge management solutions implemented at corporations around the world, we felt that conducting a case study on a global consulting firm such as Accenture would be beneficial for several reasons.  First of all, Accenture was one of the first companies to incorporate knowledge management into its business practices on a global scale making it not only a pioneer but a model for other companies as well
. Another reason for choosing Accenture is the global nature of the company, which highlights a need for making knowledge available in their offices worldwide.  In addition, we reasoned that conveying a case study on knowledge management practices at a consulting company, where in a sense, knowledge is their product, would help put emphasis on how necessary the management of past experiences and internally generated knowledge can be.  Our subsequent research of the knowledge management solutions implemented at Accenture will also highlight several key lessons to keep in mind when considering a knowledge management solution.

Breaking Away From Andersen and Expanding its Services

In 1989 a group of partners from the consulting divisions from several Arthur Andersen firms around the world created a new firm called Andersen Consulting. The new firm’s focus became providing a wide range of consulting and technology services aimed at enhancing their clients’ business processes.  The company also formalized what is known as Business Integration, which can be described as a framework for aligning a company’s people processes and technology with its business strategy.  In a little over ten years, Andersen Consulting had experienced an impressive amount of growth and success, generating revenues of over $9.5 billion and establishing a presence in 47 countries.  It was not until January of 2001 that this new firm was able to change its name to Accenture and break free from its contractual ties with Andersen.  Accenture went public with an initial price offering in July of 2001 and is listed on the NYSE under the symbol ACN
.  Currently, Accenture is the largest of the pure consultancies30 with over 123,000 employees in 110 offices in 48 countries.31 Their net revenues exceeded 15.5 billion for the fiscal year ending August 31, 2005 and some of their clients include the U.S. Government, British Petroleum, Cingular Wireless and Ford Motor Company.  Today Accenture offers a full range of consulting, outsourcing and related technology services.31
KM: A Strategic and Essential Asset to Accenture’s Business Mission 

Through our research we discovered an interesting quote that helps to exemplify how necessary it is for Accenture to have a business process aimed at managing internally generate knowledge.  Jill Smart, the managing partner of the HR department at Accenture, said, “Our people are our products.”
  In order to fully understand how this demonstrates that need, we must first understand what these people, or consultants at Accenture, provide for their clients on an every day basis.  By definition, consultants provide expertise in the form of expert advice to clients who require a particular type of knowledge or service.  Essentially, what Jill Smart means is that Accenture’s consultants personally hold its knowledge capital in the form of wisdom and experience gained through years of consulting practices.  Accenture considers the capture, management and dissemination of this knowledge capital to be a core capability in gaining a competitive advantage in their industry.  They have defined knowledge management within their organization as “the systematic process of achieving organizational goals through capture, synthesis, sharing and use of information, insights and experiences.”32
The Knowledge Xchange Facilitates Knowledg Sharing at Accenture

As was mentioned earlier, Accenture was a pioneer and is currently a leader in the knowledge management industry.  They began implementation of a knowledge sharing system in the early 1990’s and since then have allocated more than $500 million to the efforts.  Over 500 employees are dedicated to knowledge management practices such as database administration and knowledge sharing training on the system known as the Knowledge Xchange. 30
Knowledge Xchange (KX) is comprised of over 7000 databases that can be accessed by consultants worldwide using their workflow software, Lotus Notes, or the Internet.  Databases house a myriad of internally generated knowledge all of which is grouped by each of Accenture’s market units or service lines.  Some examples of content within the Knowledge Xchange include: 32
· Client proposals

· Client deliverables

· Employee authored books

· Methodologies

· Presentations

· Contact information for Knowledgeable peers

· Best practices

For almost any new project that consultants may undertake, they can begin their work with a search of the Knowledge Xchange system for any of the fore mentioned information that other consultants have submitted.  A portal, similar to a web browser, facilitates these searches.  They can be executed using a search engine into which the consultant can enter keywords, names, or clients and will return a list of content matches and links to information within the databases.  The portal also contains links to each database directly as well as links to external information.

Accessing Information on the Knowledge Xchange
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Figure 9
 shows an older version of the Lotus Notes workflow software used on a daily basis by consultants at Accenture.  Although it is somewhat inaccurate since is not the most recent version, this is essentially what an employee at Accenture uses to access databases within the Knowledge Xchange.  Take note of some of the database names such as “client experience”, used to access information by client, and “name and address book”, used to find contact information for colleagues at Accenture.

Two more links to databases shown here are the KX Front Page and the KX Yellow pages.  These databases are considered directory databases and are the most popular portal options for not only searching and locating information within the Knowledge Xchange, but also contributing to it.  Figure 10 33 is the KX Front Page.  Again it is an older version but can still demonstrate how employees navigate the Knowledge Xchange.  There are several aspects to take note of here as well.  Notice the page can be customized for each employee and his or her interests.  There are links for searches, links to where employees can contribute their work, links to global contributions and information, and links to different types of external information.  

Furthermore there are several other types of databases that can be accessed directly using Lotus Notes as we saw earlier.  For example, Reference Databases grouped by categories such as Client Experience, People and Places and One for Each of Accenture’s Market Units and Service Lines.  There are also discussion databases, which include links to forums for asking and answering questions and even online chatting.  Another popular database mentioned before is the external information database that can provide consultants with current and past news relevant to a project or client and much more. 33 

Overseeing and Managing Knowledge Sharing Processes 

As was mentioned earlier, Accenture employs over 500 people to administer its knowledge sharing system and the business processes associated with it.  This not only requires database administration, but also training, management, IT support and much more.  For much of this work, Accenture groups their knowledge professionals in teams assigned to each of its market units and service lines.  These teams responsibilities include.32
· Ensuring employees contribute their knowledge to KX

· Training employees in knowledge sharing and utilization

· Identifying relevant knowledge to be shared

· Synthesizing, Streamlining and Clarifying that knowledge

· Packaging and distributing the knowledge

· Developing vehicles for disseminating information and knowledge throughout the company

Furthermore, as one might imagine, any corporation can consider managing knowledge sharing a valuable area of expertise.  With that said, Accenture’s consultants are taking advantage of this and working with the knowledge professionals using their combined expertise to advise clients on knowledge sharing within their own companies.32  Knowledge Management has become another technology related service that Accenture offers its clients.

A More Qualitative Approach to Measuring the Success of KX

With any new project or business process it is beneficial and, in most cases, imperative to establish a means for measuring returns and effectiveness and value added by the project implementation.  Doing this has proven somewhat difficult for many companies that have successfully or unsuccessfully integrated a knowledge management system into their business processes.  While some of our research has shown that lack of an established assessment process is a major reason for failure of knowledge management systems, it has also shown that traditional accounting mechanisms don’t easily account for something intangible like knowledge.

Another valuable quote discovered in our research was from the former CIO of Accenture when it was still Andersen Consulting.  He mentioned that his firm considered knowledge management so strategic that senior executives did not even ask for an ROI
.  While Accenture has no formal accounting mechanism in place to connect the Knowledge Xchange to increased revenues or profits, they are ale to measure its success in terms of reduction in planning time, minimization of risks, improved quality of service and reduced costs.30 This can be illustrated by an example where a team of consultants encountered a technical problem with some software and posted a question on the Knowledge Xchange.  A team in another country answered their question overnight and their savings was estimated at about $200,000 worth of fix work.  

Remember Your Global Vision

Although Accenture does consider its knowledge management system to be a huge success, there were some shortcomings involved with its Knowledge Xchange policies.   Our research has uncovered some reasons why Accenture was unable to successfully implement its knowledge management system on a global scale.  Instead of recognizing the huge cultural differences that exist throughout the world, Accenture’s policies regarding knowledge sharing did not allow for flexibility a the local level.  One example of this found in our research was that East Asian consultants were not as motivated as their U.S. counterparts to contribute to KX.  One reason for this lack of interest was the lack of a mechanism for providing feedback on the usefulness of contributed knowledge.  Therefore, East Asian consultants assumed that their contributions were not appreciated or utilized and ceased to contribute.  Another obvious cultural difference ignored by Acceture’s KX policies was the language barrier.  One KX policy required any contribution to KX to be translated to the official company language, English, before submission.  Since there was no support available to facilitate this extra work, Asian consultants did not have the time to translate huge documents and projects into English limiting their contributions even further.30 These are two very good examples of how Accenture did not keep one of its major business visions, the global vision, in mind when implementing KM policies.

Accenture’s Knowledge Management Journey

Some Best Practices for Knowledge Management 

Throughout our research, several key issues have emerged as best practices for implementing a knowledge management solution in any organization.  They are drawn primarily from our case studies and the success stories within them, but also reflect the very basic elements of integrating any IT solution into your business processes.  

Develop A Knowledge Management Strategy

Begin by identifying your organization’s vision and mission and the relevant knowledge and information that supports it.  Once the relevant information has been identified, it is necessary to develop a strategy for capturing that knowledge and information and making it available to those people who will benefit from it.  Aligning this knowledge management strategy with the business strategy is crucial to the success of your solution.

Integrate an IT Solution 

In most cases, this strategy will involve an IT based solution to facilitate the capture, packaging and distribution of this knowledge and information.  We have introduced two models for implementing knowledge management known as the Technology Push and Strategy Pull models.  Our research has shown that it is best to find a balance between them where your business strategy leads and the IT solution supports.  

Create a Culture for Knowledge Sharing

We have identified several key ways for creating a knowledge-sharing environment at your organization.  One that proved to be very useful was to provide incentives for employees to contribute to and utilize the knowledge management solution.  Another way to ensure contributions and utilization was to monitor employee usage.  Finally, we found that global organizations must cultural differences in mind when creating knowledge management policies and procedures.  

Measure Knowledge Management Effectiveness

In order to ensure that your knowledge management solution is providing a benefit to your organization, you must find a way to measure its success.  We found that while some companies were able to use conventional accounting measures such as ROI and increased profits, other were able to realize benefits in the form of risk reduction, cost reduction and improved quality.  Whichever is the case, there is always a need to justify the need for your knowledge management solution to stakeholders and senior executives.
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