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PREFACE


If TI only knew what TI knows.


—Jerry Junkins, ex-CEO of Texas Instruments


I wish we knew what we know at HP.


—Lew Platt, Hewlett-Packard


Arthur Clarke once observed that cave dwellers froze to death on beds of coal. Coal was right under them, but they couldn’t see it, mine it, or use it. This is one clear case of what you don’t know can and will hurt you. And it’s happening all over again in the 1990s. Except that this time around, it’s not beds of coal but beds of “knowledge”—hidden reservoirs of intelligence that exist in almost every organization, relatively untapped and unmined.


A few organizations, however, are not making this mistake. They’re learning how to mine knowledge with machinery called “knowledge management” (KM). They are tapping into this hidden asset, capturing it, organizing it, transferring it, and using it to create customer value, operational excellence, and product innovation—all the while increasing profits and effectiveness.


From Amoco to Xerox, Buckman to Sequent, companies are rallying their workers around the “sharing what we know” battle cry. There already are clear signs that effective transfer of knowledge pays off—big time.



HOW WE CAME TO KNOW WHAT WE KNOW


The American Productivity & Quality Center (APQC) has been observing and studying the evolution of the transfer of best practices and knowledge management since they first appeared on the radar screen of American industry. The APQC is a nonprofit source for performance improvement and decision support—information and knowledge, networking, research, training, and advisory services—located in Houston, Texas. Through APQC’s International Benchmarking Clearinghouse and its Institute for Education Best Practices, organizations of all sizes and industries—business, government, education, and health care—partner with APQC to discover global best practices and grow into learning organizations. We bring consertia of organizations together to find best practices, including four consortia we have formed on knowledge management and the transfer of best practices (see APQC references). It is through working with those organizations that we have discovered much of what we share in this book.


At first, the signals were but a faint flicker: Shortly after the APQC founded the International Benchmarking Clearinghouse in 1992, we began to notice that as we searched for best practices for our members, we were turning up many cases of unknown and unshared knowledge in the very firms doing the benchmarking. The grass was greener in their own back yard. And they did not even know it. We were puzzled. These were not your average, run-of-the-mill companies. These were winners. Pursuers of best practices. Seekers of new ideas. Some of the most intellectually curious, performance-oriented organizations in the world. Yet they did not even know about practices hidden, untouched and undocumented, inside the walls of their own organizations.


Perplexed, we asked our member companies to participate in path-breaking research on best practices transfer. Led by Dr. Gabriel Szulanski (formerly with INSEAD and now assistant professor of management with the Wharton School of Business), this 1994 study was the first practical study of the phases and barriers to effective transfer of knowledge in organizations. (More details about Szulanski’s findings can be found in Chapter 3.)


Why didn’t knowledge and practices transfer?


It wasn’t because people are inherently turf-protecting, knowledge hoarding beings. Not at all! Szulanski found that the number one, biggest barrier to the transfer was ignorance. And ignorance on both ends of the transfer. At most companies, particularly large ones, neither the “source” nor the “recipient” knew someone else had knowledge they required or would be interested in knowledge they had. The most common response from employees was either “I didn’t know that you needed this” or “I didn’t know that you had it.”


Once people recognized that a better practice existed, the second biggest barrier to transfer was the absorptive capacity of the recipient: Even if a manager knew about the better practice, he or she might have neither the resources (time or money) nor enough practical detail to implement it.


The third barrier to transfer was the lack of a relationship between the source and the recipient of knowledge; that is, the absence of a personal tie, credible and strong enough to justify listening to or helping each other, stood in the way of transfer.


Finally—and here’s the real shocker—Szulanski found that even in the best of firms, in-house best practices took an average of twenty-seven months to wind their way from one part of the organization to another. Over two years’ lag time, in an era when new companies are launched every nanosecond and information rushes through network cyberveins at lightning speed. Nothing we have learned since then has affected our world view as much as this one bit of information.


We have shared Szulanski’s insights widely with our five-hundred-plus APQC International Benchmarking Clearinghouse member organizations. They have led many to freshly examine the role and methodology of knowledge transfer in creating value in their own organizations. We began to see more and more little flickers of light on our radar screen.


These organizations didn’t know what they knew. We began to study and work with organizations who did know, and many others determined to emulate them.


This book is about those who seek excellence in their own back yards. It is the product of three years of listening, questioning, observing, cooperating, facilitating, and synthesizing the experiences of over seventy companies that have embraced knowledge transfer as a strategic thrust for the twenty-first century. It is the latest effort in a long quest to understand how organizations can derive value from the knowledge that lies throughout their operations.


WHAT YOU DON’T KNOW WILL COST YOU—OR RUIN YOU


How can you succeed in the knowledge era without knowing what you know?


You can’t.


Only those organizations that methodically, passionately, and proactively find out and transfer what they know, and use it to increase efficiency, sharpen their product-development edge, and get closer to their customers, will not only survive, but excel.


The book is organized around the following main messages:


1. Knowing how to transfer and leverage knowledge and best practices will make you money.


2. To turn knowledge into profit, you must focus your transfer efforts on one (or more) of three value propositions: (a) improving customer intimacy and customer-related processes and practices, (b) honing product-to-market excellence, and/or (c) achieving operational excellence.


3. Finally, to ensure grand designs turn into real-life improvements, you need a process model and road map for making KM and best-practice transfer work. Change without a recipe is a recipe for chaos. The transfer model must describe not only the steps in the process, but also the enabling context that is critical to its success: organizational infrastructure, culture, information technology, and measurement. These “enablers” will either help or hinder your progress.


WHY READ THIS BOOK?


This is not the first book about managing of transferring knowledge and it is certainly not the last book about knowledge management (KM). There are many excellent books about knowledge management per se (Davenport and Prusak, 1998; Edvinsson and Malone, 1997; Stewart, 1997; Svieby, 1997), but we think our book is unique.


Here’s why:


First, this book is not only about why knowledge matters. We all know it does. It’s a book about how to improve the performance of your organization; it’s about how to generate profits using existing methodologies and in-house know-how. We don’t advocate that you go out and buy expensive new systems. We don’t necessarily think you must hire more consultants. What we do strongly advocate is the use of a specific KM vehicle that we know, for a fact, works: the identification and transfer of best practices. More than 80 percent of KM practitioners in our studies rely on the internal transfer of best practices to grow their collective IQ. And with stunning results.


Second, this book is not based on theories or speculation. It is anchored in successes, mistakes, and real-life case studies. It is not a spiritual guide or a technology manual. The experiences, thoughts, insights, and conclusions herein are based on surveys, site visits, and design work with over seventy organizations of all shapes and sizes. The APQC has conducted four major Consortium Benchmarking Studies on knowledge management with results of unprecedented scope and depth (APQC, 1996, 1997, 1998). The behind-the-scenes look they offer, at the why and how of KM and best practice transfer, is a veritable treasure chest of knowledge. And we want to share it with you.


This book is primarily about internal transfer of best practices in organizations. That is, the transfer of best practices from one part of an organization to another part—or parts—in order to increase profitability or effectiveness. We know it works. We have evidence that it works. And we will share this with you throughout the book with numerous case study examples from leading organizations, both profit-making and nonprofit.


Finally, it is also a book about the transfer of knowledge, specifically, the effective management of knowledge inside an organization. Transferring best practices within an organization is much more effective when it is part of an overall environment that values the sharing of knowledge.


This book will focus largely on “internal benchmarking”—looking inside your own organization—and transferring best practices. (Of course, there is also great value in looking outside your organization—“external benchmarking.”) We find that benchmarking and knowledge management benefit from each other the way a desktop PC becomes more powerful once equipped with a browser and connected to an intranet. Each is a useful tool itself. Together, what you create locally on your PC can be shared widely, and what others have learned is accessible to you through the intranet.


Benchmarking is the process of finding and adapting best practices. Once you have done so, a knowledge management system helps to spread the useful practices around the organization. Otherwise, even the best practices will only have local benefit, or spread leisurely or by luck. (Europe certainly would have benefited from a better knowledge management system after Marco Polo benchmarked the Chinese.)


To benchmark as a verb means to systematically identify and learn from best practices, internal or external, in order to improve your own performance. The noun benchmark is a measure of performance. Benchmarks tell you how good others are. Benchmarking tells you how to get there. You need both. Done right, benchmarking is less a study than a contact sport; a method of learning how to learn, and a key component of knowledge creation, adaptation, and implementation.


Since the early 1990s we’ve seen dramatic acceptance of benchmarking as a legitimate way to speed improvement and change. Xerox, Chevron, Texas Instruments, Kodak, IBM, Citibank, GE, Amgen, GTE, AT&T, and the U.S. Postal Service are emphatic about the need to overcome the Not-Invented-Here syndrome and adopt best practices.


As evidence of the exploding activity in benchmarking, APQC’s International Benchmarking Clearinghouse has over five hundred member organizations—a blue-ribbon group from business, government, health care, and education—that are constantly sharing knowledge with one another and seeking best practices in other sectors and countries. Many of our members are from Canada, Asia, Australia, South America, and Europe. Other benchmarking centers are being created, such as the Asian Benchmarking Center, the Commonwealth Benchmarking Club, and an Indonesian Benchmarking Clearinghouse. APQC has taught benchmarking in over thirty countries. APQC is partnering with the European Foundation for Quality Management on a number of benchmarking studies.


Successful benchmarking has actually led managers to see how powerful and profitable managing knowledge can be. A word of caution: sharing only internal knowledge and practices can lead to myopia and the self-delusion that you are best. External benchmarking scours across sectors and industries for excellence, causing goals to be set much higher. Gains of as much as 30 to 50 percent are achieved.


Benchmarking can also help feed a knowledge management system’s voracious appetite for useful content. People want to know: “Who has looked at this issue before?” “Has anyone benchmarked this process?” “What did they learn?” Texas Instruments and Chevron have extremely active repositories on-line that track past, current, and planned benchmarking studies, provide a quick summary of the status or results, and say whom to contact for more information.


Finally, when their forces are combined, benchmarking and knowledge management accelerate change: As Bob George of DuPont said, “Benchmarking is a change management process and the one we use at DuPont.” One of the reasons it works so well is that skeptics get proof that best practices can work—seeing is believing. One manager of Xerox said: “The only way to convince most managers of a new way was to allow them to witness it with their own eyes. Talking to them didn’t do the trick.”


Benchmarking and knowledge management are like love and marriage. You can have one without the other. But it’s far better if you have both.
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Finally, as you read this book, there will be times you will be skeptical. That’s okay. So were we initially. We too have seen every fad in the last twenty years. We do not think knowledge management and best practices transfer are a fad. They do need heightened emphasis now, but in a few years they will be standard operating procedures for successful firms, like just-in-time, cycle time reduction, and total quality.


Be critical, but don’t be cynical. “It’s early days for KM,” says our friend Tom Davenport, professor of management information systems at Boston University. We know that identifying, managing, and transferring knowledge and best practices has worked for some companies, sometimes saving or earning them literally billions. What we’ve seen is impressive. It’s important. If we wait to know all there is to know, we may well be too late.
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Part One
A FRAMEWORK FOR INTERNAL KNOWLEDGE TRANSFER


Part One lays the foundation for the rest of the book. In Chapter 1 we provide our working definitions of knowledge and knowledge management (KM). Is it a fad, soon to fade, or something real? Answer: It’s for real.


In Chapter 2, we discuss “KM in Action: Transfer of Best Practices,” and we give a few illustrations of transfer. More extensive examples will come later in the book after we have laid the foundation.


In Chapter 3, we go deeper into the “Barriers to Internal Transfer,” for “transfer” isn’t as easy as it may sound at first.


In Chapter 4, we provide an overview of the components of creating a successful transfer system: discovering your value proposition; creating the environmental enablers; and embarking on a structured process for designing the entire initiative.





Chapter 1
DEFINITIONS OF KNOWLEDGE AND KNOWLEDGE MANAGEMENT


Knowledge management is really about recognizing that regardless of what business you are in, you are competing based on the knowledge of your employees.


—Cindy Johnson, Director of Collaboration and Knowledge Sharing at Texas Instruments


WHAT DO WE MEAN BY “KNOWLEDGE”?


The recorded study of learning and knowledge dates back at least to Plato and Aristotle; however, its modern-day exploration is credited to thinkers like Daniel Bell (1973), Peter Drucker (1993), Alvin Toffler (1970, 1980), and the philosopher Michael Polanyi (1958, 1967). Polanyi’s work served as the basis for the much-acclaimed knowledge management theories and books by the Japanese organizational learning guru, Ikujiro Nonaka (1991, 1995)—as of September 1997 appointed Xerox Chair of Knowledge at his alma mater, The Haas School of Business, the University of California at Berkeley.


Polyani and Nonaka both point out that knowledge comes in two basic varieties: tacit and explicit, also known as informal/uncodified and formal/codified. Explicit knowledge comes in the form of books and documents, white papers, databases, and policy manuals. The tacit/ uncodified variety, in contrast, can be found in the heads of employees, the experience of customers, the memories of past vendors. Tacit knowledge is hard to catalogue, highly experiential, difficult to document in any detail, ephemeral and transitory. Both types of knowledge are important.


Some may argue that, in a commercial context, tacit knowledge does not qualify as “knowledge” at all. Just as value is defined by the “transfer price” in the context of seller/buyer interaction, thoughts in our heads are not “knowledge” until they enter the marketplace of ideas via discussion and interaction. “It is the intersection between tacit knowledge and explicit knowledge that creates learning,” Nonaka wrote in the February 1994 issue of Organizational Science.


For example, a manager who has just tried out a new sales technique has “tacit” knowledge of it. If he writes it down and posts it on his company’s intranet site, some of that knowledge has become captured and “explicit.” Next, another sales manager reads the description and uses the technique on her next sales trip (hence turns it into “tacit” once more). Knowledge has been captured, exchanged, and created (see Steps in the Knowledge Transfer Process, below). The learning process hence involves the continuous “intersection” of these two knowledge types and a never-ending, closed-loop transformation process.


Other organizational experts, such as Leif Edvinsson of Skandia, further divide commercial knowledge into individual, organizational, and structural knowledge. Individual knowledge is solely in the minds of employees. Organizational knowledge is the learning that occurs on a group or division level. Structural knowledge is embedded in the “bricks” of the corporation though processes, manuals, and codes of ethics. At any one of these three “states,” the knowledge can be either tacit or explicit.


Knowledge is broader than intellectual capital (IC). Whereas some writers have chosen to expand IC to include practices and processes, in its purest form, IC refers to the commercial value of trademarks, licenses, brand names, formulations, and patents. In this view, knowledge-as-intellectual-capital is an asset, almost tangible. Our use of knowledge is broader: we view knowledge as dynamic—a consequence of action and interaction of people in an organization with information and with each other.


Knowledge is bigger than information. Our organizations are awash in information, but until people use it, it isn’t knowledge. While you can’t have too much knowledge, you can certainly have too much information. Indeed, many organizations have already discovered that information, carried faster and in greater volumes by electronic media, leaves employees overwhelmed, not overconfident. Fumbling rather than focused. Paralyzed rather than proactive.


Hence, our simple working definition: Knowledge is information in action. In the organizational and commercial context of this book, knowledge is what people in an organization know about their customers, products, processes, mistakes, and successes, whether that knowledge is tacit or explicit.


Data (facts and figures, without context and interpretation), and information (patterns in the data), are not in themselves knowledge (actionable information). For example, when a British supermarket chain implemented a high-end customer datamining application, it began to accumulate data on buying behavior. It then took the data and ran correlation analyses among the seemingly unrelated points to reveal buying behavior patterns. For instance, the chain quickly found a clear correlation between the purchases of diapers and beer on Friday afternoon. It took this curious piece of information, and hypothesized that men, on a Friday afternoon shopping expedition, are likely to buy beer (for themselves) and a pack of diapers (as per their wives’ shopping list). Armed with this knowledge about its customers’ behavior, the store took action and reconfigured the locations of diapers and beer on its shelves.


This leads us to the next fundamental question.


WHAT IS KNOWLEDGE MANAGEMENT?


Let’s start with what managing and sharing knowledge is not:


• Knowledge management (KM) is not a new religion or a spiritual calling.


• It is not an attempt to rally disgruntled employees around an appealing philosophical concept.


• It is not an existentialist search for the Truth. (Actually, it’s about the entirely worldly task of making money.)


• It is not a science or a “discipline”—yet.


• It is not the latest management fad.


When explicitly managed, organizational knowledge is used to accomplish the organization’s mission. Knowledge management is therefore a conscious strategy of getting the right knowledge to the right people at the right time and helping people share and put information into action in ways that strive to improve organizational performance.


Fortunately, most companies have some experience already in managing knowledge. Indeed, KM is not a radical departure or a methodology in and of itself. Rather, it is a framework, a management mind-set that includes building on past experiences (libraries, databanks, smart people) and creating new vehicles for exchanging knowledge (knowledge-enabled intranet sites, communities of practice, networks).


For most organizations, KM represents a continuation of efforts begun in other times with other names (or acronyms), all of which have likely yielded valuable learnings.


• Radical reengineering may have not delivered sustainable success, but it has “delivered” the mind-set of the process-oriented organization. Processes can be made explicit, and knowledge about how to make them work can be transferred.


• Total quality management (TQM) may have not always yielded big-time change, but it laid the foundation for a corporate-wide, systematic initiative for measurement and change and cross-functional teaming, all of which, we will argue, are critical to the successful management of knowledge


Not surprising, newly trim and lean, reengineered companies like Amoco, Chevron, and Texas Instruments have been at the forefront of the KM “[r]evolution.” Companies like these have been among the first to realize that to accelerate growth—again—they must adopt new approaches that leverage their internal expertise.


This leads us to another building block in the foundation for the remainder of this book.


STEPS IN THE KNOWLEDGE TRANSFER PROCESS


Managing knowledge and transferring best practices is simple in concept, but difficult in execution. It is important to lay out the key components of this seemingly simple process (see Figure 1.1). Every knowledge management and transfer initiative we will describe had to design approaches to address all of the steps in the knowledge transfer process shown in Figure 1.1.


Most companies start their organized efforts by focusing on creating, identifying, collecting, and organizing best practices and internal knowledge, in order to understand what they know and where it is. Later on, we’ll cover the difficulties in these early stages, especially when dealing with tacit knowledge and know-how.


As we stated earlier, just knowing that the practices or knowledge exists is not enough to ensure transfer or use. The process must explicitly address sharing and understanding of those practices by motivated recipients. Finally, the process involves helping the recipients adapt and apply those practices to new situations, to create new “knowledge” and put it in action. This is where the payoff really comes.


DOES MANAGING AND TRANSFERRING KNOWLEDGE REALLY WORK?
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FIGURE 1.1
Steps in the Knowledge Transfer Process


It does—big time—and for a growing number of companies, large and small, private and public, in services and in manufacturing, in high tech and in chemicals. From the National Security Agency (NSA), to Texas Instruments, from Chevron to Verifone. Megasize multinationals and small, niche players.


• At Buckman Laboratories, their transfer of knowledge and best practices system helped push new product-related revenues up 10 percentage points and sales of new products up about 50 percent (from 22 percent to almost 35 percent in 1996). Responding to customer inquiries about products now takes hours instead of weeks. (See case study in Chapter 14.)


• Texas Instruments generated $1.5 billion in annual increased fabrication capacity (in effect, a “free” plant) by comparing and transferring best practices among its existing thirteen fabrication plants. Plant managers and teams from Texas Instruments’ Semiconductor Group, led by that group’s president (now TI president and CEO) Tom Engibous, created the equivalent capacity of an additional semiconductor wafer fabrication plant, thereby avoiding a $500 million investment and providing needed capacity to customers. They called it a “free fab,” and have repeated this triumph two more times, for a total of more than $1.5 billion in cost avoidance, in addition to going from last (1992) to first (1994) in on-time delivery satisfaction in customer rankings. (See case study in Part Four, Chapter 15.)


• At Dow Chemical, early efforts to manage intellectual capital brought an immediate kick-back in the form of $40 million in savings. Analysis of existing patents to determine which technology streams were the strongest and which were weakest allowed more effective negotiations with joint venture partners.


• At Kaiser Permanente, benchmarking of their internal best practices helped drastically cut the time it took to open a new Woman’s Health Clinic. And it opened smoothly, with no costly start-up problems.


• At CIGNA Property & Casualty, knowledge-sharing efforts, combined with a reengineering campaign, lifted profits back into the black. In 1993, CIGNA lost more than a quarter of a billion dollars. By 1995, it sported a $90 million profit and has continued with healthy profits since then.


• Skandia has leveraged internal know-how to dramatically reduce start-up time for new ventures to seven months, compared to an industry average of seven years.


• By comparing practices on the operation of gas compressors in fields in California, the Rockies, and offshore Louisiana, a Chevron team learned that they could save at least $20 million a year just by adopting practices already being used in their best-managed fields.


• Chevron’s network of 100 people who share ideas on energy-use management has generated an initial $150 million savings in Chevron’s annual power and fuel expense by sharing and implementing ideas to reduce company-wide energy costs. By 1996, Chevron could credit this best-practice transfer team with generating over $650 million in savings. And they’re still going.


• At Arthur Andersen, a Global Best Practice Knowledge base has improved the quality of services, helped lower research costs, and shortened delivery time in business consulting. (See more detail on page 42.)


• At USAA, knowledge management increased the proportion of business conducted over the phone with members from 30 percent to 70 percent and helped establish ten new strategic alliances.


We will get back to these examples later in the book and in greater detail. But you get the point. We certainly did. And for us, it was a point of no return. There was no way we could ignore this outpouring of experience, interest, and practice. We knew just how much there was to know. And we set about to find out as much as we could.





MORE THAN JUST A FAD


Is KM another management fad? We don’t think so, for four reasons:


1. It is built on the never-obsolete power of learning. As David Garvin of Harvard Business School asks, “How can an organization improve without learning something new?”


2. While there are plenty of people who treat knowledge management as a religion, real knowledge management is practical and action oriented, not ideological and theoretical. If done right, it produces bottom-line results—always a sure way to guarantee sustainability.


3. Unlike other process-improvement methods, KM does not rely on technology to make processes more efficient. It relies on recognizing the knowledge resident in people’s minds, using technology to facilitate its sharing, not replace its human origins.


4. Finally, KM is consistent with emerging models of organizations. Most modern business models involve people in teams coming together on a project basis, then moving on to new relationships. All these models are process oriented, not bound by functions, industries, structures. Knowledge underpins their continuous existence.








Chapter 2
KM IN ACTION—THE TRANSFER OF BEST PRACTICES


Every day that a better idea goes unused is a lost opportunity. We have to share more, and we have to share faster. 1 tell employees that sharing and using best practices is the single most important thing they can do.


—Ken Derr, chairman and CEO, Chevron Corporation


It would be naïve to believe there is one answer to any organizational malaise. It’s a consultant’s dream and every manager’s secret hope. But in real life—and that’s what this book is about—such a simplistic approach often fails.


As every reengineering guru will tell you, the biggest problem with many mega-transformation efforts has been the attempt to prescribe a single remedy to a host of organizational problems. No two companies are alike.


But while there is no single answer, there appears to be a growing consensus that the fastest, most effective and powerful way companies can manage knowledge assets is through the systematic transfer of best practices.


This evolving consensus is not a theoretical notion. Nor is it the product of brainstorming sessions in the halls of academia or the corridors of consulting practices. Rather, it is a consensus emerging from the day-to-day, nitty-gritty, practical experiences of companies that have dared to put themselves at the forefront of this new management practice.


Sharing best practices inside organizations is not confined to the private sector. The U.S. National Security Agency’s Office of Plans places “lessons learned” from past crises into an on-line database available to everyone in the NSA system worldwide, 24 hours per day, and kept updated within 48 hours.


WHY “BEST PRACTICE TRANSFER”?


Because it produces results.


Best practices take information/data and put them in the context of real people and real experiences within the company. We learn by doing and by watching others do. The transfer of best practices helps others in the firm learn better, faster, and more effectively.


Recall the KM success stories we listed in Chapter 1? In virtually every case the knowledge-transfer strategy used for promoting effective organizational sharing has been the systematic transfer of best practices.


The graph in Figure 2.1 details the results of our Emerging Practices in KM Consortium Benchmarking Study (APQC, 1996). The survey results corroborate the anecdotal evidence: Systematic best practice transfer is the one strategy pursued by 100 percent of the organizations pursuing value-through-knowledge.


WHAT DOES “BEST PRACTICES” MEAN ANYWAY?


We know the term “best practices” is fraught with peril; it can lead to arguments about the validity of the term “best.”


Labeling any practice as “best” immediately raises a hue and cry of dissenting voices in the organization. Not only is “best” a moving target in today’s world, but “best” is also situation-specific. Opponents of benchmarking have long argued that no one knows what’s “best,” and what’s optimum in one place may not be even good for another. We agree.


That is why we prefer the terms “better” or “exemplary” or “successfully demonstrated” to “best.” But we will continue to use the term “best practices” because it has such common usage and because we do always want to strive for the best.
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FIGURE 2.1
Objectives of Knowledge Management


So our definition of best practices is “those practices that have produced outstanding results in another situation and that could be adapted for our situation.”


Nonetheless, the term “best” causes problems: Internal competition and rivalry rear their heads as some units start to quibble about whether they have been measured correctly. Others rightfully raise questions about spending significant resources to transfer a practice if the potential payoff has not been demonstrated in multiple locations.


“BEST” AT CHEVRON


One way to cope with these problems is to define levels of best practice as Chevron has done. The corporation has adopted a simple definition of best practices: Any practice, knowledge, know-how, or experience that has proven to be valuable or effective within one organization that may have applicability to other organizations.


Chevron recognizes four levels of best practices in both its corporate databases and best practice teams:


1. Good idea—unproved, not yet substantiated by data but makes a lot of sense intuitively; could have a positive impact on business performance. Requires further review/analysis. If substantiated by data, this could be a candidate for implementation in one or more Chevron locations.


2. Good practice—a technique, methodology, procedure, or process that has been implemented and has improved business results for an organization (satisfying some element of customers’ and key stakeholders’ needs). This is substantiated by data collected at the location. A limited amount of comparative data from other organizations exists. It is a candidate for application in one or more locations within an operating company or department and possibly at other locations at Chevron.


3. Local best practice—a good practice that has been determined to be the best approach for all or a large part of an organization (operating company or department level), based on an analysis of process performance data. The analysis includes some review of similar practices outside of Chevron (competitive intelligence data). This practice is applicable at most or all locations within the operating company or department and may be applicable to other Chevron locations.


4. Industry best practice—a practice that has been determined to be the best approach for all or large parts of an organization. This is based on both internal and external benchmarking work, including the analysis of performance data. External benchmarking is not confined to the organization’s industry. This process may be applicable to other Chevron locations.


For Chevron’s on-line best practices sharing databases, Chevron holds contributors responsible for deciding if the practice is worth sharing with others and into which category of “best” it fits.


BEST VS. BETTER AT AMP


AMP, the world’s largest manufacturer of electrical and electronic interconnection devices ($5 billion in annual revenues, and over 40,000 employees in forty countries) has taken a different tack to “labeling” practices.


For years, AMP had promoted the transfer of “best demonstrated practices.” But it found that the label proved counterproductive: It gave people the impression that there was only one best way to do something, provoking resentment among the laggards, and fear of being accused of unjustified arrogance among the top performing units.


AMP switched to “successfully demonstrated practices” (SDPs) and added credibility to its new labeling system by establishing clear criteria for successful demonstration.


• Has the SDP resulted in measurable improvement for the organization?


• Has the SDP been recognized by internal and external experts or sources?


• Has the SDP been recognized through business assessments and audits?


As John Davis, benchmarking manager at AMP, points out, resistance to learning from others in the firm has not disappeared, but it has dramatically decreased.


These very practical definitions of “best” address one of the hurdles to transfer. In the next chapter, we address deeper issues to be overcome.





Chapter 3
THE BARRIERS TO INTERNAL TRANSFER


We are asked all the time, “If the potential payoff for internal transfer of best practices is so great, why don’t all organizations do it?”


You would think better practices would spread like wildfire to the entire organization, but they don’t. One Baldrige-award winner has told us: “We can have two plants right across the street from one another, and it’s the damnedest thing to get them to transfer best practices.”


Indeed, executives have long been frustrated by their inability to identify or transfer outstanding practices from one location or function to another. They know some facilities have superior practices and processes, and the results to prove it, yet executives continue to see operating units reinventing or ignoring solutions and repeating mistakes. It happens in business, in health care, in government, in education.


So why doesn’t transfer occur?


We believe most people have a natural desire to learn, to share what they know, and to make things better. So it’s not something inherently wrong with human nature that’s stopping the transfer of internal best practices. Rather, this natural desire is thwarted by a variety of logistical, structural, and cultural hurdles and deterrents present in our organizations. As a result, the actual process of identifying and transferring practices is trickier and more time-consuming than most people imagine. It must involve a conscious dismantling of these organizational barriers.



HISTORICAL HURDLES TO TRANSFER


In 1994, APQC participated in research to understand what prevents the transfer of practices across a company. The study was headed by Gabriel Szulanski, assistant professor of management at Wharton. The results were startling: It revealed that a practice would linger in a company for years unrecognized and unshared. Even when it was recognized, it still took over two years on average before other sites began to actively try to adopt the practice, if at all (see Szulanski, 1995).


What was taking so long? Szulanski’s research pinpointed four key barriers:


Reason #1: Ignorance. Those who have the “knowledge” don’t realize others may find it useful. At the same time, those who could benefit from that “knowledge” have no idea someone in the company already has it.


Reason #2; No absorptive capacity. Even when employees were not ignorant of the knowledge or best practice, they lacked the money, time, and management resources to pursue and study it in enough detail to make it useful.


Reason #3: The lack of preexisting relationships. People absorb knowledge and practice from other people they know, respect, and—often—like. If two managers have no personal bond, no tie or link which preestablishes trust, they’re less likely to incorporate each other’s experiences into their own work.


Reason #4: Lack of motivation. People may not perceive a clear business reason for pursuing the transfer of knowledge and best practices.


CONFRONTING SYSTEMIC BARRIERS


Whereas some of these hurdles are personal, they are by-and-large the result of a set of organizational structures, management practices, and measurement systems that discourage—rather than encourage—sharing. Companies that ignore these ingrained Systems (yes, systems with a big S) are naïve. To tell people to share without first addressing systemic obstacles will only lead to disappointment and failure.
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