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T h e

I m p e r a t i v e
K N O W L E D G E

Success in today’s global, inter-
connected economy springs from the
fast and efficient exchange of infor-
mation. Sustainable competitive
advantage is no longer rooted in
physical assets and financial capital,
but in effective channeling of intel-
lectual capital. The market value of
a commercial enterprise is
derived not only from its
physical and financial
assets, but from the intan-
gible assets it cre a t e s
t h rough knowledge-based
a c t i v i t i e s .

These intangible assets
include intellectual pro p-
e rt y, such as patents and
copyrights, as well as the
m o re nebulous assets such
as methodologies, prac-
tices and customer re l a-
tionships. These intangi-
ble assets are often
estimated to be wort h
many times the book
value of a firm. Accord i n g
to renowned economist John
Kendrick, in 1929, the ratio of
intangible business capital to tangi-
ble business capital was 30 to 70.
In 1990, the ratio was 63 to 37. 

What is Knowledge Management?
G a rtner Group defines knowledge
management as a discipline that pro-
motes an integrated approach to
identifying, capturing, evaluating,
retrieving and sharing enterprise
information assets. Gartner
re s e a rchers believe that by 2003,

intellectual capital will be the primary
way in which businesses measure
their value. At most corporations,
knowledge becomes embedded not
only in documents and inform a t i o n
repositories, but in org a n i z a t i o n a l
routines, practices and conventions.
Knowledge management is the
p rocess of gathering that knowledge
and making it available to others.

Knowledge management isn’t
n e w. Aristotle’s twelve-volume
Metaphysics was largely concern e d
with demonstrative knowledge—an
attempt at understanding why
things happen the way they do. He
was one of the first philosophers to
consider the abstract nature of

metaphysical re a s o n i n g ,
insisting that we must think
not only about knowledge
per se, but about the
p rocesses we employ in our
s e a rch for truth. 

T h e re is a lesson here for
t o d a y ’s business leaders as
well. Knowledge is larg e l y
tacit and resident in people’s
heads, yet most org a n i z a-
tions do not enforce the
p rocess of making it explicit.
Even as the Internet has
fuelled a data and inform a-
tion glut, increasing global-
ization has led to a scattere d
enterprise in which knowl-
edge is dispersed and infor-

mation is difficult to aggre g a t e .
Telecommuting and virtual off i c e s
deter physical collaboration even
f u rt h e r. And although computer net-
works have become ubiquitous, they
a re designed to connect people to
s t ru c t u red information, while the
content generated out of human
interactions is largely unstru c t u red. 

A recent survey of 239 Nort h



American corporations revealed that 77
p e rcent of respondents had no network
i n f r a s t ru c t u re management solution in
place, pre f e rring instead to keep re c o rd s
on spreadsheets or in their heads. Incre a s-
i n g l y, that’s a risky prospect. As companies
g ro w, knowledge becomes more dispersed,
and “islands of information” become
m o re common. Research has shown that
once an organization grows beyond about
200 or 300 employees, it loses grasp of its
collective knowledge. Over time, a larg e
quantum of knowledge resides with just a
few people within the organization. 

Siemens confronted these issues first-
hand in its struggle to keep its worldwide
consulting organization informed about an

e v e r-changing set of products and serv i c e s .
As one of the largest electrical engineering
and electronic companies in the world,
Siemens needed up-to-date information on
p roduct functionality so that its consultants
could re c o rd problems and solutions, and
document all learning in one place. Tro u b l e
was, Siemens accumulated a variety of dis-
parate communication systems that inhib-
ited effective communication and knowl-
edge sharing between these consultants. 

The solution was the Consultant Net-
work, a dynamic knowledge management
system that unifies messaging and allows
each Siemen consultant to leverage the
skills and experience of all its other con-
sultants—anytime, anywhere. This Net-

work also uses a re s o u rce planning tool to
allocate and track its experts thro u g h o u t
the world, giving users an easy way to pro-
file consultants, identify expert skills and
discover re s o u rce availability.

To d a y, the knowledge management
system has become the digital nervous sys-
tem of the company, automated by tech-
nology that makes each consultant eager
to communicate and stay up-to-date. 

Building a Knowledge Strategy 
If knowledge is omnipresent, as Aristotle
reasoned, then knowledge management is
the discipline that helps put information in
the right context and perspective. Pre v e n t-
ing knowledge loss is a big factor in the

knowledge management equation. Ideally,
knowledge can be applied and re a p p l i e d —
a n y w h e re, any number of times—without
reducing its usefulness. 

The challenge comes with channeling
collective learning both within the org a n i-
zation and among its constituents. As com-
panies outsource more and more activities
to supply chain partners, competitive
advantage is dictated less by physical assets
and more by intangibles such as brand
e q u i t y, rate of innovation, compre s s e d
p roduct development cycles, and sophisti-
cated logistics. For example, being able to
access a global supply base instantaneously
enables manufacturers to construct, decon-
s t ruct and re c o n s t ruct a unique supply

chain to satisfy each instance of demand. 
Tr a n s p o rtation companies can apply

these same principles to fleet routing and
p roduct delivery. As a leader in the business
of providing integrated logistics and trans-
p o rtation management solutions, Ry d e r’s
main business is providing truck fleets and
t r a n s p o rtation services. However, Ry d e r
recently realized the benefits of tapping the
knowledge of its in-house experts to off e r
integrated logistics and transportation
management solutions as well.

Ry d e r’s knowledge management solu-
tion is based around a centralized knowl-
edge portal that supports collaboration by
employees, customers and partners. For
example, if a PC manufacturer wants to

optimize its distribution network,
it can tap into Ry d e r’s knowledge
base to determine how many ware-
houses it should have, what’s the
right mix of truck and air trans-
p o rtation, and which distribution
strategies will minimize the rapid
d e p reciation of its products. The
p o rtal demonstrates how a cro s s -
functional team seeking the best
solution for a customer’s supply
chain can come together online
and share best practices in a virt u a l
work-space. 

As Ryder learned, the knowl-
edge management process has
four distinct steps: knowledge cre-
ation, knowledge capture, knowl-
edge application and knowledge
m e a s u rement. While knowledge
c reation can result in either tacit
or explicit knowledge, it is the
p rocess of capturing and sharing

this knowledge that makes it available
a c ross the enterprise. 

Aligning Technology and Business Goals
The focus of knowledge management is not
on technology per se but on instigating
o rganizational change. “Knowledge man-
agement uses technology as an enabler, ”
says Eric Seubert, a senior principal within
Infosys Technologies - Consulting Serv i c e s .
“The value comes in the practices and
p rocesses that change the org a n i z a t i o n a l
c u l t u re and practices.”

A c c o rding to Seubert, real value is
derived from tapping into intellectual capi-
tal and harnessing the experience of
employees. “Companies need to ask them-
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Reducing costs/time for information
collection,dissemination and reuse

Improving customer/vendor service
and support processes

Identifying innovative business/revenue
generation opportunities

Shrinking cycle times for product/market
development

Stemming intellectual losses linked to
employee turnover
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Learning

Enhanced
Enterprise
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Knowledge Management Aims to Enhance the 
Organization’s Return on Intellectual Capital

Knowledge management aims to enhance an org a n i z a t i o n ’s re t u rn on intellectual capital.



selves: How can we leverage the intellectual
capital of the company to increase re v e n u e
and reduce costs,” he continues. “You can
put in the best IT systems, but if you can’t
c a p t u re learning and share knowledge, you
will limit the amount of value that can be
d e l i v e red to the org a n i z a t i o n . ”

P f i z e r, the world’s largest re s e a rc h -
based pharmaceutical company, took
a systematic approach to knowledge
c a p t u re. In 1993, Pfizer’s USA based
P h a rmaceuticals Group (USPG)
s t a rted an exercise to integrate the
c o m p a n y ’s information sources and
leverage them for strategic benefits.
The first step was to re s t ru c t u re the
o rganization and merge the IS and
Market Research departments to
f o rm a Systems and Market Researc h
(S&MR) department to better align
technology with business pro c e s s
re q u i rements. Next, they built an
i n f o rmation infrastru c t u re that inte-
grated internal and external sourc e s
of information and gave users intu-
itive access and search tools.

To ensure a proper synthesis
between the business and technical
re q u i rements, cross-functional col-
laboration was encouraged thro u g h
c ro s s - d i s c i p l i n a ry teams involving
e x p e rts from the Medical, R&D,
Marketing, Regulatory and Financial
d e p a rtments. These teams worked on har-
nessing knowledge for direct business ben-
efits like reduced cost of health care and
better patient response. Then, a sales call
re p o s i t o ry was created to help track physi-
cian level data, present a unified face to the
Managed Care Organization (MCO) and
i m p rove sales force pro d u c t i v i t y.

Pfizer is now able to produce a weekly
update of critical market knowledge—
i n f o rmation that has been analyzed and
cast in the company context across its 10
major drug categories. A business intelli-
gence environment was created to furt h e r
apply the knowledge, allowing Pfizer to
p redict trends in managed healthcare and
strike partnerships with new MCOs. 

“ To be effective, knowledge manage-
ment applications should be tied to meas-
urable business goals and linked to overall
business strategy,” says Seubert. “A com-
plete knowledge management initiative not
only identifies processes for sharing intel-
lectual capital. It also measures the re s u l t s . ”

Gaining Perspective: A Knowledge Synthesis
T h e re are two primary types of knowl-
edge: tacit and explicit. Tacit knowledge,
resident in individuals, is typically devel-
oped from experience. It is unstru c t u re d
and informal, making it difficult to com-
municate. Explicit knowledge is form a l ,
s t ru c t u red and well documented. Thus it

can easily be communicated. Discrete ele-
ments of explicit knowledge and inform a-
tion can be combined and analyzed for
gaining perspective. 

While both tacit and explicit knowledge
can contribute to organizational knowl-
edge creation, it is the interaction between
the two that creates powerful knowledge
p a t t e rns. For example, when the Consult-
ing Services group of Infosys Te c h n o l o g i e s
was engaged at one of the world’s leading
steel companies, the focus was on develop-
ing an IT roadmap to facilitate knowledge
exchange among 12 diverse operating
units. The company had grown thro u g h
m e rgers and acquisition to establish manu-
facturing and marketing operations in the
US, Mexico, the Caribbean, Canada, Ger-
m a n y, France, Ireland, Russia and Indone-
sia. “Twelve business units formerly oper-
ating independently were now contro l l e d
by one holding company, yet each re t a i n e d
its own independent culture,” explains
Gopi Sutar, a senior principal within

Infosys Technologies - Consulting Serv i c e s .
“These cultural and language variations
w e re hindering communication.”

Infosys worked with the CIO of the
steel company to establish a conceptual
plan for sharing knowledge. The initiative
was centered around operational bench-
marks that drive the perf o rmance of every

aspect of the company. “This company
had a knack for acquiring business units
that were operating at a loss and turn i n g
them around,” Sutar explains. “They
developed internal benchmarks to quickly
identify perf o rmance gaps, but they
needed help exchanging information so
that flailing business units could be
b rought up to the internal standard s . ”

To remedy the situation, Infosys spear-
headed two knowledge management ini-
tiatives: one related to sharing tacit knowl-
edge and the other to sharing explicit
knowledge. Explicit knowledge is main-
tained in a centralized data ware h o u s e
that contains financial and operational
p e rf o rmance parameters for each business
unit, along with best-practice benchmarks.
E v e ry business unit has access to the ware-
house and can utilize case-based re a s o n i n g
tools to develop re p o rts and analyze per-
f o rmance. “Business analysts use the
w a rehouse to identify perf o rmance gaps
and provide feedback to the business units
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Organizational Initiatives For Knowledge Management

O rganizational initiatives can be grouped under the three “Cs” of Culture, Collaboration and
Continuous impro v e m e n t .



about how to improve perf o rmance in
those areas,” Sutar says.

Tacit knowledge exchange is facilitated
by intranet-based document management
and Web conferencing systems that
s t reamline communication among world-
wide experts. In the past, the company
held quarterly meetings where expert s
f rom each business unit met to exchange
ideas. However, due to cultural and lan-
guage diff e rences, the English-speaking
people tended to dominate the pro c e e d-
ings. By setting up a forum for holding
these conferences over the Web rather
than via face-to-face meetings, many peo-
ple felt more comfortable expre s s i n g
themselves. “We found that people were
m o re willing to open up, even to engage in
c o n t roversial discussions,” Sutar says.

To d a y, to ensure adherence to its oper-
ational standards, periodic conferences are
held to discuss specific business domains.
Maintenance is a good example. “Steel
manufacturing is an asset-intensive busi-
ness, and maintaining those assets well is
critical to attaining pro f i t a b i l i t y,” Sutar
relates. “We ’ re capturing best practices and
helping people exchange information, par-
ticularly those who have had experience
with meeting the operational standard s . ”

The steel company is now cre a t i n g
global communities of experts for other
business domains such as IT, pro c u re-
ment, marketing and logistics. In-house
developers are also creating a virt u a l
work space or “e-room” where docu-
ments can be easily exchanged. “Imple-
mentation of the data warehouse is still

u n d e rw a y, with the lion’s share of devel-
opment being perf o rmed in-house by the
steel company,” says Sutar. “But alre a d y
the knowledge management initiatives are
paying off. Even though the steel industry
as a whole is currently in a slump, this

company is able to run a profitable oper-
ation due to its ability to effectively man-
age operational knowledge.”

Global Best Practices
W h a t ’s the take-home point for business
managers? While knowledge creation pat-
t e rns result in explicit knowledge, the
p rocess of knowledge capturing and shar-
ing makes it available across the enterprise.
Of course, this directive becomes pro g re s-
sively more difficult as an org a n i z a t i o n
g rows and expands, with sales, marketing
and re s e a rch teams spread among many
d i ff e rent locations. For example, Motoro l a
needed to make information about its cus-
tomers available to every employee who
worked with those customers - acro s s
p roduct groups, operational divisions and
time zones. The crux of the pro b l e m
involved data access and delivery: the com-
pany was using a disparate mix of network
p rotocols, email systems and a stand-alone
document management system. This hin-

d e red communication across depart m e n t s
and channels, particularly since most
M o t o rola employees were in the habit of
only communicating exclusively with
members of their own product gro u p s .

M o t o rola implemented a knowledge

management pilot called OneTeam to cen-
tralize information about its major cus-
tomers, with a view to increasing market
s h a re. To d a y, OneTeam members can cat-
egorize, publish and retrieve relevant doc-
uments from public folders. The system
also searches competitor Web sites and
indexes that information in catalogs. This
i n f o rmation is then emailed to the appro-
priate employees. 

Enhancing Return on Intellectual Capital
For ages, philosophers and thinkers have
w restled with questions of epistemology:
of what we know, how we learn, and how
we express what we know to others. In the
business world, knowledge management
has arisen as a disciplined approach to
managing the intellectual assets of an
o rganization. 

As businesses seek to make headway
in a market where intellectual capital is
as important as physical assets, channel-
ing collective organizational learning has
become one of the key challenges of the
I n f o rmation Age. Knowledge manage-
ment aims to address this challenge by
enhancing an org a n i z a t i o n ’s re t u rn on
intellectual capital. When pro p e r l y
implemented, the knowledge manage-
ment process encompasses the entire life-
c y c l e — f rom knowledge creation to
knowledge measurement. 

“ We help companies identify where
knowledge management makes a diff e r-
ence for their organizations,” concludes
S e u b e rt. “We look at their industries,
examine the complexity of their systems,
and analyze their organizational dynam-
ics. The aim is to improve the eff e c t i v e n e s s
of key business process over time. It’s a
j o u rn e y, not an end game.”•
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“Successful companies of the 21st Century
will be those that do the best job of captur-
ing, storing and leveraging what their
employees know.”  — LE W PL AT T, FO R M E R C E O, HE W L E T T PA C K A R D

As the stories in these pages illustrate, a
cohesive knowledge management initiative
springs from ideas—ideas that are executed
with a vision for effecting organizational
change.Infosys Technologies - Consulting Ser-
vices is built around a core group of consult-
ants who have put these ideas into practice
within a variety of industries.
• Eric Seubert is a senior principal with Infosys
Technologies -
• Consulting Services group, where he is
responsible for advising clients on technology
e n abled business strat e gi e s .M r. S e u b e r t ’s con-
sulting experience consists of engag e m e n t s
with international and North American Fortune
1,000 companies that focused on improving
p e r formance using info r m ation technology

aligned with corporate strat e gic visions, b u s i-
ness processes and organization models.
• Y Balaji is a senior principal with Infosys
Technologies - Consulting Services group
where he is responsible for advising clients on
aligning IT programs with business strategies.
Mr. Balaji’s consulting experience consists of
engagements with large,international clients
in the area of corporate strategy, business
planning and program management.
• Mahesh Makhija is a senior associate with
Infosys Technologies - Consulting Services
group.Mr. Makhija works with senior client
executives to develop and implement technol-
ogy enabled business strategies. His consult-
ing experience has been in the areas of ecom-
merce strategy and ERP implementation.
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