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Chapter | @

K nowledgePower

This chapter focuses on how the power of dynamic knowledge can be
harnessed. Wel ook first at how knowledge enabl escompetitiveadvantageand
then discussthenature of knowledgeflows. Thechapter concludeswithfive
knowledgepower principlesandincludesexercisesto stimul atecritical thought,
learning, and discussion.

Competitive Advantage

Organizational strategistshavelong discussed competitiveadvantage, gener-
ally, ineconomictermssuch asearning superior rents, gaininglarger market
share, raising barriersto market entry, locking out competitors, andlockingin
customers. Of thenumerous* theoriesof thefirm,” theresource-basedviewis
somewhat unique (Barney, 1986). Thisview articulates that competitive
advantage stemsfrom the specific mix of resourcesan organizationisableto
appropriate (assert ownership over) in addition to how such resourcesare
used. Thelatter part of thispointiskey. If anorgani zation basesitscompetitive
advantage on someresourcesthat canbeobtained readily throughthe market,
thenthereislittleto prevent competitorsfrom obtai ning the sameresources
(Dierickx & Cool, 1989). Hence, any competitiveadvantageeffected by the
lead firmisdestinedto beephemeral at best.
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2 Nissen

Competitiveadvantage based oninformationtechnology (I T), for themost
part, fallsintothiscategory. For aperiod of timeinthe1970s, for instance, a
few banksoffering automated teller machines(ATMSs) to customersenjoyed
some competitiveadvantagesover thosewithout thistechnol ogy. But today
nearly every bank offers ATMs. Instead of conferring some competitive
advantage, ATM technology now represents just another cost of doing
businessinbanking. Computerized reservation systems(CRSs), asanother
instance, similarly conferred some competitive advantageto the pioneering
airlinesbehindtheir devel opment andinitia deploymentinthe1980s. But today
nearly every airline uses CRSs. Instead of conferring some competitive
advantage, CRStechnol ogy now representsjust another cost of doing business
inairtravel. Leading-edgefinancial investment firms, asathirdinstance, gained
somecompetitiveadvantageinthe1990sthrough computer trading systemsfor
securitiessuch asstocks, bonds, and futures. But today nearly every financial
investment firmtradessecuritiesassuch. Instead of conferring somecompeti-
tiveadvantage, thisinformationtechnol ogy now representsjust another cost of
doingbusinessin securitiesfinancial investment. Thelist of similar instances
goeson.

Indeed, thisphenomenonisneither new nor uniquetoI T resources. Thesame
appliesalsotoother primary resourcessuch asthetraditional economicinputs
of land, labor, and capital. For instance, interms of land, for centuriesthe
vineyardsof Franceenjoyed considerable competitiveadvantageover wine
producersinother regions. But today world-class, award-winningwinesare
produced in California, South America, Australia, and other regions. Fine
winesarestill producedin France, of course, but theland aloneisnolonger
sufficient for competitiveadvantageover vintnersinother fertileregionsof the
world.

Asanother instance, intermsof |abor, for decadestherel atively low cost and
high quality of Japaneseworkersconferred considerablecompetitiveadvan-
tage across numerous durable-goods and consumer-el ectronicsindustries
(e.g., machinery, automobiles, televisions, radios). Thenlabor-based advan-
tages shifted to South Korea, thento Malaysia, Mexico, and other nations.
Today, Chinaappearsto becapitalizing best onthe basisof |abor. Japanese
firmsstill remain competitivein marketsfor goods, el ectronics, and other
products, but the labor force aloneis no longer sufficient for competitive
advantageover manufacturersinother industrializing nations.

Suchshifting of labor-based advantageisclearly not limited to manufacturing
industries. Today, ahuge number of IT and servicejobs are moving from
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Europe and North America to India, Singapore, and like countries with
relatively well-educated, |ow-cost workforces possessing technical skills.
However, aseducational level sand technical skillscontinuetoriseinother
countries, India, Singapore, andlikenationsenjoyinglabor-based competitive
advantagetoday arelikely tofind such advantage cannot besustained through
theonset of new competitors.

Asathirdinstance, intermsof capital, for centuriesthedaysof gold coinsand
|ater even paper money restricted financial flows. Regional concentrations
formed where large banks, industries, and markets coalesced. But today
capital flowsinternationally at the speed of el ectrons. Global commerceno
longer requiresregional interactionsbetween businesspeopl e. Regional capital
concentrationsinplacessuchasNew Y ork, London, and Tokyo still persist,
of course, but the capital concentrated there is no longer sufficient for
competitiveadvantageover other capitalistsdistributed worldwide. Only if an
organizationisabletocombine, integrate, and apply itsresources(e.g., land,
labor, capital, IT) in an effective manner that is not readily imitable by
competitor scan such organization enjoy competitive advantage sustainable
overtime.

In a knowledge-based theory of the firm, this idea is extended to view
organizational knowledgeasaresourcewith at | east the samelevel of power
and importance asthetraditional economicinputs(Grant, 1996; Spender,
1996). An organi zation with superior knowledge can achieve competitive
advantage in markets that appreciate the application of such knowledge.
Semiconductors, geneticengineering, pharmaceuticals, software, military war-
fare, and like knowledge-intensive competitive arenas provide both time-
proven and current examples. Consider semiconductors (e.g., computer
chips), which are made principally of sand and common metals. These
ubiquitousand powerful electronicdevicesaredes gned withincommonoffice
buildings, usingcommercialy avail abletools, andfabricated withinfactoriesin
many industrialized nations. Hence, landisnot thekey competitiveresourcein
thesemiconductor industry.

Likewise, peoplewithtraining and experiencein semiconductor designand
fabricationareavailablethroughout theworld. Hence, neither islabor thekey
competitiveresourceinthisindustry. Similarly, eventhough semiconductor
fabrication plantsmust be custom-designed, requireover abilliondollarsto
build, and becomeobsol etewithinafew years, agreat many nationsandlarge
corporationscan affordto construct such expensiveplants. Hence, capital too
failstoqualify asthekey competitiveresourcehere. Y et one semiconductor
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firmishugely successful infinancial termssuch asearningsand market share.
Thisfirmknowshow to design, fabricate, and market semiconductorsbetter
thanitscompetitorsdo. Hence, knowledgeisthekey competitiveresourcein
thesemiconductor industry. Thisknowledge-based competitiveadvantagehas
been sustained for several decadesnow. Similar examplesconcerning com-
puter operating systemssoftware, networking equipment, and likeknowledge-
based productsservetoreinforcethispoint.

Two competitorscan possessexactly thesamekindsof land, |abor, capital,and
I'T but differintermsof how suchresourcesarecombinedintheorganization,
integrated through work processes, and applied to devel op products and
services. Theonewith better knowledgecanwin consistently andthroughtime.
Consider military combat (e.g., naval warfare), thehistory of whichisreplete
with examples of “inferior” forces (in terms of land, labor, capital, and
technol ogy) winning battlesand evenwars. For instance, recall thecol orful era
of sailing shipswithfixed rowsof cannonsalongtheir sides. Theoutcomesof
naval battlesinthiserawerepredictablegenerally onthebasisof thenumber
of shipsin afleet and the number and size of cannons on board ships. The
countrieswhoseland, labor, capital, and technol ogy could producefleetsin
greater numbersthanthoseof adversariesfaredwell consistently inbattlesat sea.

However, such battles were commonly fought through broadside cannon
exchangesbetween shipsfrom opposingfleetssailing past oneanotherinlong,
straightlines.“ CrossingtheT” (sailing perpendicular tothelineof shipsfrom
an opposing fleet) represented atactic (aset of actionsbased upon knowl-
edge) that conferred competitiveadvantageeventoasmaller fleet of |esser-
equipped ships. Because shipsof theday had difficulty shootingforward, the
“crossing” fleet faced comparatively littlecannonfire. Becausecannonswere
relatively inaccurateinthosedays, the crossing” fleet alsohad alonglineof
opposing shipstotarget lengthwise, whereasthefleet shooting broadsidehad
comparatively small targetsasshipspitched, rolled, and sailed onthehigh seas.
Here tactical knowledge conferred competitive advantage even to fleets
lacking material advantage based upontraditional resourcesof land, |abor,
capital, andtechnology. Inour current eraof network-centricwarfare (Alberts,
Garstka, & Stein, 1999), knowledgeremainsakey competitiveresourcein
military combat.

Nonethel ess, trying to sustain competitiveadvantagethrough knowledgeasa
resource can suffer the same limitations as noted previously in terms of
sufficiency. Whereacompetitor can obtai nthe samekind of knowledgeand
apply itjust aswell, then any competitiveadvantageisunlikely to be sustain-
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able. Information— and knowledgemadeexplicit—fallsgenerally intothis
category. Whenan organization attemptstotakeadvantageof suchinformation
or explicitknowledge, itisrequiredtoguardit vigilantly or risk losing any
advantageit enables. Thisisthefundamental motivationfor keeping secrets
(e.g., military, trade, stock picking) and underlieslawsfor patent and copyright
protectioninmany countries, aswell asespionageand organizedintelligence
collection. Thus, not all knowledgeoffersequal potential intermsof competi-
tiveadvantage. Speakinggenerally, themoreexplicit that knowl edgebecomes,
thelower itscompetitive potential becomes(Saviotti, 1998).

Alternatively, tacit knowledge, particularly knowledgethat isspecifictoa
particular organi zation, market, or domain, isnot assusceptibletoloss. Gained
principally through experience and accumul ated over time, organizational
capabilitiesbased upontacit knowledgearedifficulttoimitate. Hence, knowl-
edge-based competitive advantage can obtain and be sustained. Speaking
generally, tacit knowledge offers greater promisein terms of competitive
advantagethan explicit knowledgedoes. Suchinimitability representsapro-
verbial double-edged sword, however. Eveninsituationsof planned technol-
ogy transfer between different unitsof asinglefirm, for instance, inwhich
management encour agesknowledgeto flow, suchtransfersareconsistently
problematic (Szulanski, 1996). Thetacit knowledgeis* sticky” (von Hippel,
1994), clumpsinthetransferring unit, and doesnot flow freely. Further, even
wheresubstantial knowledge hasbeen madeexplicit (e.g., through drawings,
procedures, lessonslearned), in many cases, itisnot sufficienttowritedown
thework stepsandto expect peopleindifferent offices, plants, companies, or
regionsto performat comparablelevels.

For instance, despite overt help and cooperation from Toyota, advantages
stemming from producing low cost, high qual ity automobilesviathe Toyota
Production System havebeen el usivefor numerousother companiesattempt-
ingtoreplicate Toyota ssuccess. Asanother instance, theU.S. government
hasencountered similar experiences. Many largecontractsto produceweapon
systemshaverequired defensefirmsto providedetail ed engineering drawings,
manufacturing assembly plans, and productiontool sto enablecompeting firms
to buildthesameweapon systems. Therationalewasto introduceamodicum
of competitioninthedefenseprocurement process. However, “ second sources,”

asthey arecalled, arerarely ableto compete on ahead-to-head basis. Even
after being forcedto shareabundant explicit knowledge, thelead firmretains
itsknowledge-based competitiveadvantage. Tacit knowledge, whichresists
articulationandtransfer, accountsingreat part for thisphenomenon.
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Organizationsthat devel optacit knowledge—at theindividual level aswell as
across groups, teams, and organizations — enjoy much greater power of
appropriation and lower risk of imitation than organizationsrelying upon
traditional resources. Theproblemisthat tacit knowledgerequiresconsider-
abletime(e.g., years, decades) todevel op and accumulateintoan* inventory”
sufficient to enablecompetitiveadvantage. Further, an organization’ slevel of
knowledgeenhancesitsability tolearn new knowledge. Thefurther behind one
organization getswithrespect toitscompetitorsintermsof knowledge, the
more difficult it becomes to catch up. Notice this represents a dynamic
phenomenon. Not only istheinventory (knowledgelevel) important toenable
competitiveadvantage, but alsothelearning rate (knowledgeflow) iscritical
to sustaining any such advantagethey may obtain. Themoreyou know, the
faster youlearn. Thismaximappliesto organizationsaswell astoindividuals
(Cohen& Levinthal, 1990).

Knowledge Flows

Likemineral depositsthat arerichinsomegeographical regionsand sparsein
others, knowledgeisnot distributed evenly throughout theworld. Different
organi zationspossessdifferent kindsandlevel sof knowledge. Wenoted how
differential knowledgebetween organi zationscan establish abasi sfor competi-
tiveadvantage. However, wenoted al so how tacit knowledgeisdifficultto
imitate, evenwhen corresponding knowledgeflowsareencouraged by man-
agement withinasingleorganization. Thissticky natureof tacitknowledgeis
thusamixed blessing. Ononehand, it supportscompetitiveadvantage; onthe
other, itrestrictsknowledgeflowswithin one’ sownorganization.

Toemphasizethisimportant point, consider an organizationthat devel opsa
knowledge-based competitiveadvantagethroughlearning and application of
anexceptional team of peopleinoneparticular plant, regional office, or product
line. Thisorganizationwould naturally seek to exploit such advantageandto
capitalizeonitsknowledgedifferential over competitors. K eepingthisexcep-
tional team of peopl etogether and preventing defectionstorival organizations
represent two objectivesmanagement islikely to pursueto prevent knowledge
fromflowing out of itsprizeunit. Capabilitiesbased on thetacit knowledge
enablingthisorgani zation’ scompetitiveadvantagewill bedifficultfor competi-
torstoimitate. Thiscontributestoward sustainability of itsknowledge-based
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advantage. But at the same time, this organization seeks to leverage its
competitiveadvantageby transferring key knowledgefromitsprizeunitto
other plants, regional offices, and product lines. Thesameattributesof tacit
knowledgethat makeit difficult for competitorstoimitate knowledge-based
capabilitiesmakeit difficult alsofor other partsof thesameorganizationto
imitate. Such organizati on seeksmethodsandtechnol ogiesto promoteknowl -
edgeflowsinternally yet prohibit simultaneously external knowledgeflows.
Thisrepresentsachallenging problem of harnessing knowledgedynamicsthat
we addresslater inthe book.

A case study of one successful automobilecompany in Europe(Lochetal.,
2001) illustratesin part thisdifficulty of promotinginterna knowledgeflows.
Thecompany devel oped and implemented an effective meansof improving
research and devel opment (R& D) decision making through theuse of math-
ematical programming techniques. Despitedemonstrating performanceben-
efitsof suchtechniqueswithintheadopting unit, however, thecompany had
littlesuccessintermsof diffusingtheapproach through other unitswithinthe
firm. Themanager responsiblefor theoriginal advancehad engaged external
academic consultantscontractually. Although thismanager understood the
benefits and overall approach of mathematical programming, he did not
possessthedetailed expertisetoimplement itin hisunit of thecompany orin
other units. Hence, the company failed to appropriate the mathematical
programming knowledge. Rather, it remai ned dependent upon external con-
sultants. When such consultantswerenot retai ned by thecompany to extend
thedecision-makingtechniquesinto other units, thecorresponding knowledge
and expertiseleft thecompany along with the consultants. Then, knowledge
flowsassociated with the mathematical programming techniquesceased.

It is important to note that the objective of promoting knowledge flows
internally within organizationsisnot restri cted to sel ect knowledgethat enables
competitiveadvantage. All knowledgerequiredfor anorganizationto perform
itswork processes and accomplish its mission needs to flow within such
organization. Knowledgeliesalwaysonthecritical path of work; thatis, people
must know how to accomplishajob beforethey canaccomplishit. Hence, even
routineknowledgenecessary to performordinary work processeswithinan
organizationmust flow acrossnumerousdimensions.

For instance, wenoted how knowledgeflowsbetween different organizational
unitsare desirablewhere such knowledge enables competitive advantage.
Inter-unit knowledgeflowsareimportant al so for organi zationsthat seek to
mai ntain consi stent work processes, technol ogical environments, and product
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quality levelsacrossunits. Whether the productsof interest are semiconduc-
tors, pharmaceuticals, softwareapplications, or government services, knowl -
edgeisrequiredto performthework processes, and suchknowledgemust flow
between unitsto ensureconsi stent organi zation-wideperformance. Theafore-
mentioned caseof theautomobilecompany illustrateswell how failureof inter-
unitknowledgeflowscan prevent someunitswithinasinglefirmfromenjoying
benefitsdemonstratedin other units.

As another instance, knowledge flows across time are also necessary in
additionto flowsacrossdifferent organizationsand geographical regions.
Consider whereoneshift replacesanother inafactory, processing plant, or
military watch. Managementisinterestedinusingtheknowledgegained during
ashift by onegroup to enhancethe performance of the other group. Takea
network problem, for example,inaglobal telecommuni cationsfirm. Suchfirms
operate24 hoursaday, yetindividual employeeswork generally only 8 hours
atatime. Whenanindividual customer serviceagent | eavesat theend of ashift,
itisimportant for himor her to convey what heor sheknowsabout thenetwork
problemtothepersontaking over. Otherwise, theagent beginning anew shift
may not adequately understand the network statusto effectively relatewith
customersor to steer them toward work-around sol utionsto network prob-
lems. Similar examplesinother settings(e.g., plant equipment problemsina
petroleum-processing operation, health problems of apatient in ahospital
intensive-careunit, intentionsof commercial aircraftinflight asair traffic
controllerschangeshifts) abound aswell. Notice, such knowledgeflows—
acrossshift changes— represent dynamicsoccurring over relatively short
periodsof time(e.g., hours).

Alternatively, other flowsrequireknowledgeto moveover extended periods
of time. Consider how most organi zationsexpect junior membersto devel op
knowledgeand expertiseover time. Someaspectsof knowledgeand expertise
can be acquired directly (e.g., through education and training programs),
whereasothersaccumul ateindirectly through experience(e.g., workingona
particular kind of problem). Somekindsof knowledgearequitegeneral and
broadly transferable (e.g., engineering principles and methods), whereas
othersarespecifictoaparticular company, department, and work assignment,
hence, morerestrictedintermsof opportunitiesfor applicationandtransfer. In
some cases, peopl e can begin at astate of ignorance and incompetenceyet
devel op knowledgeand expertisethrough aprocessof repeatedtrial anderror
(e.g.,on-the-jobtraining[OJT]), whereasother work contextsrequirecom-
petent performance on thefirst attempt (e.g., surgery). In other situations,
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knowledgeand expertiseapply toindividuals(e.g., the previousexamples),
whereas group, team, and department interaction requires collections of
people to learn how to work together (e.g., basketball teams, software
development groups, police SWAT teams).

Inevery case, considerabletimeisrequiredfor learning (knowledgetoflow).
Theamount of timeallocated for | earning representsamanagement decision.
Intheresearchuniversity, for example, assistant professorsaregivensix years
toestablish apositivenational reputation, after whichthey facean up-or-out
staffing decision. However, thekindsof work they perform (e.g., research,
instruction) remainthe samefor themost part throughout thisperiod (andin
many cases, for yearsor even decadesbeyond). M ost research universities
havedecidedthat six yearsof thesamework after earningaPhD isenoughtime
to becomean associate professor. In acorporate employee-internship pro-
gram, asadifferent example, new collegehiresmay berotated through different
departmentsand jobsevery six months. Unliketheresearch university, the
kindsof work new hiresperform changewith eachrotation. Such organizations
have decided that six monthsof thesamework after earning acollegedegree
isenoughtimefor rotationto another job. TheU.S. Navy, asathird example,
rotatesitspersonnel roughly every threeyears. Here, all of itspeople(e.g.,
junior and senior, enlisted and officers, sailorsand staff) changejobsat three-
year intervals. Thismilitary organization hasdecided that threeyearsof the
samework after assignment to anew commandisenoughtimefor rotationto
another job.

Knowledgeflowsbetween peopledenotearel atedinstance. Of course, this
transcendstheother instancesmenti oned because, ultimately, nearly all knowl-
edgeflowsinanorganizational context take placebetween people. Inthecase
of inter-unittransfers, peopleinthedifferent organizationsmust learnfromone
another (e.g., about decision-making techniques). Inthecaseof flowsbetween
shifts, peopleonthedifferent shiftsmust learnfrom oneanother (e.g., about
equi pment problems). | nthe case of new employees, peoplemust learnfrom
some combination of the work itself (e.g., trial and error, OJT) and other
people (e.g., supervisors, mentors, instructors, peers). Hence, knowledge
flowsacrossdifferent organizational units, geographical regions, and pointsin
timeinvolve peopleand are necessary just to accomplish thework at hand
(e.g., ordinary work processes), even where such knowledge may not neces-
sarily leadto competitiveadvantage. Thiselucidatesacritical pointintermsof
diagnosing knowledge-flow problems. Viewedinreverse, whereknowledge
failstoflow well, evento enableordinary workflows, the organi zation may
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experiencecompetitivedisadvantage, asit failsto performitsroutinework
effectively.

Consider theBusi nessProcessRe-engineering (BPR) movementinthe1990s.
Conceived originally asan approach for radical changeto effect dramatic
performanceimprovementsinorganizations(see Davenport, 1993; Hammer &
Champy, 1993), BPR provided abroad-based impetusand set of techniques
to enableorgani zationsto perform better with fewer resources. However, the
focusof thisapproach shifted over timefrom oneof superior performanceto
oneof fewer resources. BPR wasemployed extensively then asacost-cutting
mechanism. Profitsroseat many companies, and competitorsfollowed suitto
avoidbeingleft behind. However,intheU.S. alone, many tensof thousandsof
jobs were eliminated through the process. Many such jobs belonged to
knowledge workers and middle managers. After some period of time, it
becameapparent to several firmsthat critical organizationa knowledgehad | eft
thecompany withthe peoplewhowere*downsized.” Such peoplehadtobe
rehired— oftentimesasexpensiveconsultantsor for far morethantheir previous
salaries. Theshort-termfocuson cost reduction andjob eliminationtook place
at theexpenseof longer term performanceand knowledgeaccumul ation.

A similar situationisoccurring at thetimeof thiswritingfor adifferent reason.
PeoplefromtheBaby Boomersgenerationarenearingretirement age. Orga-
nizationslack theresourcesand techniquesto ensuretheir knowledgeflows
effectively to Generations X, Y, and other groupsthat are performingjunior-
and mid-level jobsin such organizations. Indeed, theU.S. government esti-
matesthat roughly half of itsworkforcewill beeligiblefor retirement beforethe
end of thisdecade(Liebowitz, 2004a). Thismassi vegovernmental organization
haslittleclueasto how the corresponding knowledge can be preserved.

Evenwithinaparticular organization, knowledge can be observed to clump
noticeably in certain people, groups, locations, and points in time. The
phenomenon of knowledgedistributingitself unevenly acrossdifferent people
hasbeenstudied extensively for years. Researchershaveexaminedthenature
of expert performanceandtriedtodraw generalizablecomparisonswiththe
performanceof novices, for instance. Many studiesof leadershipfall intothis
category. A wholeindustry of expert systemswasdevel oped aroundtheidea
of capturing expert level capabilities and formalizing them in computers.
Indeed, knowl edgeabl e peopl ehave been painting caves, chiseling stones, and
writing booksfor millenniain attemptsto sharetheir expertise, and society has
devel oped many other techniquesfor expertsto shareknowledge(e.g., stories,
mentoring, apprenticeships, university courses).
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Sinceexpert knowledgeisgenerally tacit, itissticky (vonHippel, 1994), and
the corresponding clumpsremain difficult to distribute. For instance, itis
recognized widely that roughly 10 years’ sustained and dedicated effortis
requiredto becomeanexpertinaparticular field with accumul ation of some
10,000 chunksof corresponding knowledge (see Turban & Aronson, 1998).
Trying to share such expertise encounters the well-understood problem
associated with “thefish.” Recall the parable of giving someoneafishvs.
teaching himor her how tofish. Intheformer case, onefeedsthepersonfor a
day, but heor shebecomeshungry againthefollowingday. Inthelatter case,
thepersonlearnstofeed himself or herself for alifetime, but suchlearningtakes
time. Ask anexpertto solveaproblem, and heor shesolvestheproblem. This
takescareof thesituationuntil itsnext occurrence. But ask theexpert toteach
an apprentice how to solvethe problem. The problem may go unsolved for
sometime, yet eventually acapabl e apprentice can learn how to solvethe
problemfor himself or herself. Teaching how to solve problemsismoretime
consumingthan problem solvingis. For knowledgetoflow at theindividual
level, theexpert (or simply moreknowledgeabl e person) must bewilling and
abletoshare; thenovicemust bewillingand abletolearn; and theorganization
must bewillingandableto helpthemdo so. V ery few organi zationsaccomplish
suchindividual learningwell at present. Asageneral rule, individual knowledge
doesnot flow well through most organi zations.

Even moredifficult isenabling knowledge flows at other levels. Because
groups, teams, departments, firms, and evenlarger aggregationsof peopleare
comprisedof individuals, all of thesameindividual-level problemspreviously
noted arepresent withinsuch organizations. Inaddition, knowledgeisnotedto
clumpincertainorganizationsaswell asspecificindividuals. Accountsabound
of groups, teams, offices, units, ships, crews, andthelikethat arepractically
identical except for theindividual scomprising them, yet one organization
outperformstheothers, oftentimesdramatically. | dentifying the sourcesof
performancedifferencesbetween apparently equival ent organi zationsisdiffi-
cult, eventhoughit oftenreducesto somekind of tacit knowledgethat isshared
withinaparticul ar group. Conceiving mechanismsfor such sharedknowledge
toflow betweentwogroupsisvery challenging. Becausetheshared knowledge
istacit, attempting to writeit down and disseminateit viabooks, standard
operating procedures, lessonslearned, Web portal s, workflow systems, and
other explicitknowledgeapproachesofferslimited potentia for efficacy. This
samepoint pertainsto enterprisesthat are separated acrosstimeand space, as
well asthose separated by organizational boundaries. Think of anew group
takingover aY fromagroupthat hasbeen performingit effectively for some
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time, or an organi zationin onegeographical regionthat isable somehow to
perform moreeffectively thanitsequivalent counterpart in another region.
Knowledgeflowsareessential for power through competitiveadvantage. But
enabling suchflowsremainsahugechallengefor most organizations. Thisisthe
caseinparticular for largeand bureaucrati c enterprisesthat rely uponinforma-
tiontechnol ogies. Weaddresssuch challengesin subsequent chapters.

Knowledge Power Principles

Five principles developed in this chapter help shed light on developing
knowledge power: (1) knowledgeisdistinct frominformationinenabling
competitiveadvantage; (2) knowledgeisdistributed unevenly, hence, must
flow for organi zational performance; (3) tacit knowledge supportsgreater
appropriability for competitiveadvantagethan explicit knowledge does; (4)
knowledgeflowsmust balanceexplorationthroughlearningwithexploitation
through doing; and (5) enhancing knowledge flowsrequires simultaneous
attentionto personnel, work processes, organi zations, and technol ogies.

Principle 1. Distinguishing knowledgefrominformationisimportant. One
effective operationalization isthat knowledge enablesdirect action (e.g.,
correct decisions, appropriatebehaviors, useful work), whereasinformation
providesmeaning and context for such action (e.g., decisioncriteria, behavior
norms, work specifications). AsaGedanken experiment, consider two people
taskedto performaknowledge-intensiveactivity. Thesecould becaptainson
thebridgeof aship, surgeonsat theoperating table, managersat thenegotiating
table, professorsin aclassroom, attorneysin a courtroom, or any similar
situationsrequiring knowledge. Providethesetwo peoplewith exactly thesame
information (e.g., bookstoread, chartsand reportstoreference, instruments
tomonitor, direct viewsand sounds, advisorsto consult, etc.). Say oneperson
has 20 years experience, whereas the other has much less experience (or
possibly none). Most informed | eaders, managers, and schol arswoul d expect
differential performancefromthesetwo people. Suchdifferential performance
can beattributed generally to differencesin knowledge. Hence, shuttling
information around viacomputer s, networ ks, reports, and communica-
tionsdoesnot addr esstheflow of knowledge, at least not directly or on
the sametime scale.
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Principle2. Knowledgeclumpsin particul ar peopl e, organizations, regions,
andtimesof application. Knowledge power through competitiveadvantage
requiresknowledgetoflow, but tacit knowledgeissticky, difficulttoimitate,
and slow to move. Thissame property, which enablesthe sustainability of
knowledge-based competitiveadvantage, inhibitss multaneoudy sharingwithin
the organization. Hence, knowledge clumps need to beidentified, and
knowledgeflowsneed tobeenabled through theor ganization.

Principle3. Thesecond principlegivesrisetoathird principle, whichisfocused
ondifferentiating betweenkindsof knowledge. Inparticular, explicit knowl-
edgethat can be articulated is distinct in many waysfrom the kind of tacit
knowledgethat accumulates, often slowly, through experience. Neitheris
individual expertisequitethesameasknowledge shared acrossmembersof a
group, team, or other organization. Knowledge can al so be quite situated,
ephemeral, and local, meaning aperson onthe“frontlines’ cannot always
communicatetherichnessof what heor sheknowsto someoneat headquarters.
Y et people at headquarterstend to demand abundant information flowsto
support decision making that isbetter madeonlocation. Of course, theperson
onthescenewithdetailed andlocal knowledgelacksthehigh-level integrative
understanding of managers at headquarters, and the need for functional
specialiststo share specific knowledgefor complex problem solvingiswell
known. Central to the point of knowledge power is that tacit knowledge
supportsgreater appropriability thanexplicit knowledge. Hence, knowledge
manager smay benefit from an emphasison tacit knowledgeflows.

Principle4. Not all knowledge, not eventacit knowledge, isof equal value.
Furthermore, not all knowledge needsto be shared to effect performance.
Indeed, there is a classic tension between exploration and exploitation.
Becauseresourcessuchastime, energy, and attentionarelimited, investingin
exploration of new knowledge and opportunitiesnecessarily limitsthere-
sourcesavailableto exploit the knowledge and opportunitiesthat exist, and
viceversa. Moreover, to the extent that an organization focuses solely on
exploitation, for instance, it can quickly develop competency traps(L evitt &
March, 1988) and suffer fromdebilitationsassociated with single-looplearning
(Argyris& Schon, 1978); that is, an organization canlearnto do thewrong
thingvery well and not realizethat itscompetency isnolonger suited tothe
environment. Incontrast, totheextent that an organi zation focusessolely on
exploration, it canquickly seeitsdemise, ascompetitorscapitalizeupon current
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opportunitiesandtake advantage of the organization’ stimeaway fromtask;
thatis, theorganization can prepareitself well for afutureenvironment but fail
tosurviveuntil suchfuturearrives. Similar tensionsarisebetweenlearningand
doing, sharing and hoarding knowledge, acquiring general vs. specialized
expertise, and similar knowledge-orientedtradeoffs. Hence, under standing
thekindsof knowledgethat areimportant in an organization’ sparticu-
lar environment isessential for promotingthemost important knowl-
edge flows.

Principle5. Itiswell knownthat organizational personnel, work processes,
structures, and technol ogiesaretightly interconnected and interact closely
(Leavitt, 1965). When seeking toredesign and changeorgani zationstoidentify
knowledge clumps and enhance knowledge flows, it isimportant to focus
simultaneously uponall of theseinterconnected andinteracting elements. M ost
peoplecanquickly identify atechnological “innovation” that failedto produce
favorableresultswhenimplementedinan organization. Bringingin peopleor
teamswith different backgroundsintermsof education, training, skills, and
experiencerepresentsasimilar instance(e.g., conjuring up memoriesof failed
implementation), asdoeschanging work processesor organizational reporting
relationshipsand responsi bilitieswithout addressing personnel andtechnolo-
gies. Hence, thefour organizational elementsof per sonnel, work pro-
cesses, structure, and technology operate as a cohesive system and
should beaddressed asan integrated design problem.

EXxer cises

1. Describeasituation of knowledgeenabling competitiveadvantageinan
organizationwithwhichyouarefamiliar. Explainhow knowledge, and not
other resources, iskey.

2. Describe how additional knowledge could — but has not — enable
improved competitiveadvantageintheorganization of Exercise1. What
would haveto bedoneto effect suchimproved competitiveadvantage?

3. Describeasituationof knowledgeclumpinginanorganizationwithwhich
youarefamiliar. What wasdoneto addresstheclumpinginsuchsituation?
What el se could bedone?
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4. Conceiveof anexperiment or other empirical test to assesstherelative
value of two different chunks of knowledgethat you possess. Briefly
describe how theval ue of knowledge could bemeasured.
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